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STATE OF NEW YORK

5826
2009- 2010 Regul ar Sessi ons
I N SENATE
June 8, 2009

Introduced by Sen. SAVINO -- (at request of the State Conptroller) --
read twi ce and ordered printed, and when printed to be comitted to
the Committee on Rul es

AN ACT to anend the retirenent and social security law, in relation to
t he manner of paying enployer contributions to the New York state and
| ocal enployees' retirenent systemand the New York state and | ocal
police and fire retirenment system

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The retirenent and social security law is anended by addi ng
a new section 19-a to read as foll ows:

S 19-A EMPLOYER CONTRI BUTI ONS FOR THE TWO THOUSAND TEN - TWO THOU-
SAND ELEVEN FI SCAL YEAR AND SUBSEQUENT FI SCAL YEARS. A. IN ADDI TION TO
THE DEFINITIONS IN SECTION TWO OF THI'S ARTICLE, WHEN USED IN TH' S
SECTI ON:

(1) "AMORTI ZI NG EMPLOYER' SHALL MEAN AN EMPLOYER THAT ELECTS TO AMOR-
TIZE A PORTION OF THE EMPLOYER S ANNUAL BI LL PURSUANT TO PARAGRAPH ONE
OF SUBDIVISION D OF THI 'S SECTI ON FOR THE TWDO THOUSAND TEN - TWO THOUSAND
ELEVEN FI SCAL YEAR, OR ANY SUBSEQUENT FI SCAL YEAR, REGARDLESS OF WHETHER
THE EMPLOYER HAS SUBSEQUENTLY PAID I N FULL ALL SUCH AMORTI ZED AMOUNTS.

(2) "AMOUNT ELI G BLE FOR AMORTI ZATI ON' FOR A G VEN FI SCAL YEAR SHALL
MEAN THE AMOUNT BY WH CH AN EMPLOYER S ACTUARI AL CONTRI BUTI ON FOR SUCH
FI SCAL YEAR EXCEEDS THE EMPLOYER S GRADED CONTRIBUTION FOR THE SAME
FI SCAL YEAR, LESS ANY AMOUNT FROM THE EMPLOYER CONTRI BUTI ON RESERVE FUND
APPLIED TO REDUCE THE EMPLOYER S PAYMENT TO THE RETI REMENT SYSTEM FOR
THE FI SCAL YEAR, PROVI DED, HOWEVER, THAT |F THE EMPLOYER S AVERAGE ACTU
ARI AL CONTRI BUTI ON RATE FOR THE FISCAL YEAR IS LESS THAN N NE AND
ONE- HALF  PERCENT, THEN THE AMOUNT ELI G BLE FOR AMORTI ZATI ON SHALL BE
ZERO.

(3) "EMPLOYER S ACTUARI AL CONTRI BUTI ON' FOR A G VEN FI SCAL YEAR SHALL
MEAN AN EMPLOYER S ANNUAL BI LL FOR SUCH FI SCAL YEAR EXCLUSI VE OF DEFI -

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD14111- 04-9
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Cl ENCY CONTRI BUTI ONS AND PAYMENTS ON ACCOUNT OF GROUP TERM LI FE | NSUR-
ANCE, ADJUSTMENTS RELATI NG TO PRI OR FI SCAL YEARS' OBLI GATI ONS, RETI RE-
MENT | NCENTI VES AND PRI OR AMORTI ZATI ONS.

(4) "EMPLOYER S ANNUAL BILL" SHALL MEAN FOR A G VEN FI SCAL YEAR THE
SUM OF THE FOLLOW NG AMOUNTS: (1) AN EMPLOYER S NORMAL CONTRI BUTI ONS FOR
THE FI SCAL YEAR DETERM NED | N ACCORDANCE W TH PARAGRAPH ONE OF SUBDI VI -
SION B OF SECTION TWENTY-THREE OF TH S ARTI CLE AND THE COVPREHENSI VE
STRUCTURAL REFORM PROGRAM | MPLEMENTED PURSUANT TO SUBDIVISION B OF
SECTI ON TWENTY-THREE-A OF TH'S ARTICLE, | NCLUDI NG THE PROVI SI ONS OF
SUBDI VI SI ON B OF SECTI ON TVENTY- THREE-A OF TH S ARTI CLE RELATI NG TO THE
REQU RED M NI MUM ANNUAL CONTRI BUTI ON OF FOUR AND ONE- HALF PERCENT OF
PENSI ONABLE SALARIES; (11) THE EMPLOYER S DEFI Cl ENCY CONTRI BUTI ONS AND
ADM NI STRATI ON  CONTRI BUTI ONS FOR THE FI SCAL YEAR DETERM NED | N ACCORD-
ANCE WTH PARAGRAPHS TWO AND THREE OF SUBDIVISION B OF SECTION
TVENTY- THREE OF THI S ARTI CLE; AND (111) ANY PAYMENTS BY THE EMPLOYER DUE
IN THE FI SCAL YEAR ON ACCOUNT OF GROUP TERM LI FE | NSURANCE, ADJUSTMENTS
RELATI NG TO PRI OR FI SCAL YEARS' OBLI GATI ONS, RETI REMENT | NCENTI VES AND
PRI OR AMORTI ZATI ONS.

(5 "EMPLOYER S AVERAGE ACTUARI AL CONTRIBUTION RATE'" FOR A G VEN
FI SCAL YEAR SHALL MEAN AN EMPLOYER' S ACTUARI AL CONTRI BUTION FOR SUCH
FI SCAL YEAR DIVIDED BY THE EMPLOYER S PROJECTED PAYROLL FOR THE SAME
FI SCAL YEAR.

(6) "EMPLOYER CONTRI BUTI ON RESERVE FUND' OR "FUND' SHALL MEAN THE
EMPLOYER CONTRI BUTI ON RESERVE FUND ESTABLI SHED PURSUANT TO SUBDI VI SI ON E
OF TH S SECTI ON.

(7) "EMPLOYER S CRADED CONTRIBUTION' FOR A G VEN FI SCAL YEAR SHALL
MEAN THE AMOUNT DETERM NED BY APPLYI NG THE SYSTEM GRADED CONTRI BUTI ON
RATE FOR SUCH FISCAL YEAR TO AN EMPLOYER S PRQJECTED PAYROLL FOR THE
SAME FI SCAL YEAR.

(8) "EMPLOYER S GRADED PAYMENT" FOR A d VEN FI SCAL YEAR SHALL MEAN THE
AMOUNT BY WHI CH AN EMPLOYER S GRADED CONTRI BUTI ON FOR SUCH FI SCAL YEAR
EXCEEDS THE EMPLOYER S ACTUARI AL CONTRI BUTI ON FOR THE SAME FI SCAL YEAR.

(9) "PRIOR AMORTI ZATI ON' SHALL MEAN W TH RESPECT TO A G VEN FI SCAL
YEAR ANY PAYMENT DUE IN SUCH FI SCAL YEAR ON ACCOUNT OF AN OBLI GATI ON
FROM A PRIOR FISCAL YEAR THAT AN EMPLOYER IS PERM TTED TO PAY TO THE
RETI REMENT SYSTEM ON AN AMORTI ZED BASI S.

(10) " SYSTEM AVERACE ACTUARI AL CONTRI BUTI ON RATE" FOR A G VEN FI SCAL
YEAR SHALL MEAN THE SUM OF ALL EMPLOYERS ACTUARI AL CONTRI BUTI ONS FOR
SUCH FI SCAL YEAR DI VI DED BY THE SUM OF ALL EMPLOYERS PROIJECTED PAYROLL
FOR THE SAME FI SCAL YEAR.

(11) "SYSTEM GRADED CONTRI BUTI ON RATE" FOR A G VEN FI SCAL YEAR SHALL
MEAN THE GRADED CONTRI BUTI ON RATE FOR THE RETI REMENT SYSTEM AS A VWHCLE
DETERM NED FOR SUCH FISCAL YEAR PURSUANT TO SUBDIVISION C OF TH S
SECTI ON.

B. NOTW THSTANDI NG THE PROVI SI ONS OF TH S CHAPTER OR ANY OTHER LAW TO
THE CONTRARY, THE COWTROLLER, IN H'S OR HER DI SCRETI ON, SHALL HAVE
AUTHORI TY TO | MPLEMENT THI'S SECTI ON. | F THE COVWPTROLLER ELECTS TO | MPLE-
MENT THI'S SECTI ON, THE PROVI SIONS OF THI S SECTION SHALL APPLY TO THE
PAYMENT OF EMPLOYER CONTRI BUTIONS FOR THE FI SCAL YEAR COMVENCI NG ON
APRI L FI RST, TWO THOUSAND TEN, AND FOR SUBSEQUENT FI SCAL YEARS.

C. FOR EACH FI SCAL YEAR TO WHI CH THE PROVI SIONS OF THI S SECTI ON APPLY,
THE COWTROLLER SHALL DETERM NE A GRADED CONTRI BUTION RATE FOR THE
RETI REMENT SYSTEM AS A VHOLE | N THE MANNER PROVI DED I N THI S SUBDI VI SI ON.

(1) FOR THE TWO THOUSAND TEN - TWO THOUSAND ELEVEN FI SCAL YEAR THE
SYSTEM GRADED CONTRI BUTI ON RATE SHALL BE NI NE AND ONE- HALF PERCENT.
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(2) FOR THE TWO THOUSAND ELEVEN - TWO THOUSAND TWELVE FI SCAL YEAR, AND
SUBSEQUENT FI SCAL YEARS, SYSTEM GRADED CONTRIBUTION RATES SHALL BE
DETERM NED AS FOLLOWE:

(I) IF THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE FOR A G VEN
FI SCAL YEAR | S AT LEAST NI NE AND ONE- HALF PERCENT AND EXCEEDS THE SYSTEM
GRADED CONTRI BUTI ON RATE FOR THE | MMEDI ATELY PRECEDI NG FI SCAL YEAR BY
MORE THAN ONE PERCENTAGE PO NT, THEN THE SYSTEM GRADED CONTRI BUTI ON RATE
FOR THE G VEN FISCAL YEAR SHALL EQUAL THE SYSTEM GRADED CONTRI BUTI ON
RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL YEAR PLUS ONE PERCENTAGE
PO NT, PROVIDED, HONEVER, THAT IN NO EVENT SHALL THE SYSTEM GRADED
CONTRI BUTI ON RATE BE LESS THAN NI NE AND ONE- HALF PERCENT;

(1) I'F THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTION RATE FOR A d VEN
FI SCAL YEAR IS AT LEAST NI NE AND ONE- HALF PERCENT AND ElI THER EQUALS THE
SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL
YEAR OR EXCEEDS THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY
PRECEDI NG FI SCAL YEAR BY ONE PERCENTAGE PO NT OR LESS, THEN THE SYSTEM
GRADED CONTRI BUTION RATE FOR THE G VEN FISCAL YEAR SHALL EQUAL THE
SYSTEM AVERAGE ACTUARI AL CONTRI BUTION RATE FOR SUCH FISCAL YEAR
PROVI DED, HOWEVER, THAT IN NO EVENT SHALL THE SYSTEM GRADED CONTRI BUTI ON
RATE BE LESS THAN NI NE AND ONE- HALF PERCENT;

(1) 1F THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE FOR A G VEN
FI SCAL YEAR | S LESS THAN NI NE AND ONE- HALF PERCENT AND GREATER THAN THE
SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MMEDI ATELY PRECEDI NG FI SCAL
YEAR, THEN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE G VEN FI SCAL YEAR
SHALL EQUAL THE SYSTEM ACTUARI AL CONTRI BUTI ON RATE FOR SUCH FI SCAL YEAR;

(1'V) I F THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTION RATE FOR A G VEN
FI SCAL YEAR IS SMALLER THAN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE
| MVEDI ATELY PRECEDI NG FI SCAL YEAR BY MORE THAN ONE PERCENTAGE PO NT,
THEN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE G VEN FI SCAL YEAR SHALL
EQUAL THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG
FI SCAL YEAR M NUS ONE PERCENTAGE PO NT; AND

(V) I'F THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTION RATE FOR A G VEN
FI SCAL YEAR EITHER EQUALS THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE
| MVEDI ATELY PRECEDI NG FI SCAL YEAR OR IS SMALLER THAN THE SYSTEM GRADED
CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL YEAR BY ONE
PERCENTAGE PO NT OR LESS, THEN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR
THE G VEN FI SCAL YEAR SHALL EQUAL THE SYSTEM ACTUARI AL CONTRI BUTI ON RATE
FOR SUCH FI SCAL YEAR

D. (1) FOR ANY G VEN FI SCAL YEAR FOR WHI CH AN EMPLOYER S AVERAGE ACTU
ARI AL CONTRI BUTI ON RATE EXCEEDS THE SYSTEM GRADED CONTRI BUTI ON RATE, THE
EMPLOYER SHALL PAY TO THE RETIREMENT SYSTEM AN AMOUNT EQUAL TO THE
EMPLOYER S ANNUAL BILL FOR SUCH YEAR OR, IN LIEU OF PAYING THE ENTIRE
ANNUAL BILL, THE EMPLOYER MNAY PAY AN AMOUNT EQUAL TO THE EMPLOYER S
ANNUAL BI LL LESS ALL OR A PORTION OF THE EMPLOYER S AMOUNT ELI G BLE FOR
AMORTI ZATION FOR THE FI SCAL YEAR. | F I N ACCORDANCE W TH THI S PARAGRAPH
THE EMPLOYER S PAYMENT TO THE RETI REMENT SYSTEM | S LESS THAN THE ENTI RE
AMOUNT OF THE EMPLOYER S ANNUAL BI LL, THEN THE DI FFERENCE BETWEEN THE
EMPLOYER S ANNUAL BI LL, AND THE AMOUNT ACTUALLY PAID BY THE EMPLOYER TO
THE RETI REMENT SYSTEM EXCLUSI VE OF ANY AMOUNT FROM THE EMPLOYER CONTRI B-
UTI ON RESERVE FUND APPLIED TO REDUCE THE EMPLOYER S PAYMENT, SHALL BE
THE AMOUNT AMORTI ZED FOR THE FI SCAL YEAR. THE AMOUNT AMCORTI ZED FOR THE
FI SCAL YEAR SHALL BE PAID TO THE RETI REMENT SYSTEM I N EQUAL ANNUAL
| NSTALLMENTS OVER A TEN- YEAR PERI OD, W TH | NTEREST ON THE UNPAI D BALANCE
AT A RATE DETERM NED BY THE COMPTROLLER VWH CH APPROXI MATES A MARKET RATE
OF RETURN ON TAXABLE FI XED RATE SECURI TIES WTH SIM LAR TERMS | SSUED BY
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COVMPARABLE | SSUERS, AND W TH THE FI RST | NSTALLMENT DUE I N THE | MVEDI ATE-
LY SUCCEEDI NG FI SCAL YEAR

(2) FOR ANY G VEN FI SCAL YEAR FOR WHI CH THE SYSTEM GRADED CONTRI BUTI ON
RATE EQUALS OR EXCEEDS AN AMORTIZING EMPLOYER S AVERAGE ACTUARI AL
CONTRI BUTI ON RATE, THE AMORTI ZI NG EMPLOYER SHALL PAY TO THE RETI REMENT
SYSTEM AN AMOUNT EQUAL TO THE EMPLOYER S ANNUAL BI LL FOR SUCH YEAR PLUS
THE EMPLOYER S GRADED PAYMENT FOR THE FI SCAL YEAR

(1) I'F THE AMORTI ZI NG EMPLOYER S ANNUAL BI LL FOR THE FI SCAL YEAR DOCES
NOT | NCLUDE AN AMOUNT ATTRI BUTABLE TO A PRI OR AMORTI ZATI ON, THEN THE
EMPLOYER S GRADED PAYMENT SHALL BE PAID | NTO THE EMPLOYER CONTRI BUTI ON
RESERVE FUND PROVI DED FOR I N SUBDI VI SION E OF THI S SECTI ON AND CREDI TED
TO AN ACCOUNT W THI N SUCH FUND ESTABLI SHED FOR THE EMPLOYER

(I'l') I'F THE AMORTI ZI NG EMPLOYER S ANNUAL BILL FOR THE FISCAL YEAR
| NCLUDES AN AMOUNT ATTRI BUTABLE TO A PRI OR AMORTI ZATI ON, THE EMPLOYER S
GRADED PAYMENT SHALL BE USED FIRST TO ELIMNATE THE AMOUNT OF THE
EMPLOYER' S UNPAID PRIOR AMORTI ZATI ON BALANCES I N CHRONCLOGE CAL ORDER
STARTI NG W TH THE OLDEST PRI OR AMORTI ZATI ON BALANCE. WHEN I N ANY FI SCAL
YEAR THE EMPLOYER S GRADED PAYMENT ELI M NATES ALL BALANCES ONED ON THE
EMPLOYER S PRI OR AMORTI ZATI ONS, ANY REMAI NI NG PORTI ON OF THE EMPLOYER S
GRADED PAYMENT FOR SUCH FI SCAL YEAR, AND THE EMPLOYER S GRADED PAYMENT
I N ANY SUBSEQUENT FI SCAL YEAR I N WHI CH THE AMORTI ZI NG EMPLOYER HAS NO
UNPAI D PRI OR AMORTI ZATI ONS, SHALL BE PAI D I NTO THE EMPLOYER CONTRI BUTI ON
RESERVE FUND PROVI DED FOR I N SUBDI VI SION E OF THI S SECTI ON AND CREDI TED
TO AN ACCOUNT W THI N SUCH FUND ESTABLI SHED FOR THE EMPLOYER

(3) NOTHING IN THI'S SUBDI VI SI ON SHALL BE CONSTRUED AS PROCHI BI TING AN
EMPLOYER FROM PRE- PAYI NG ANY PRI OR AMORTI ZATI ON.

E. (1) NOTW THSTANDI NG ANY LAW TO THE CONTRARY, THERE SHALL BE MAI N-
TAI NED SEPARATE AND APART FROM THE OTHER FUNDS OF THE RETI REMENT SYSTEM
AN EMPLOYER CONTRI BUTI ON RESERVE FUND, THE ASSETS OF VWH CH SHALL NOT BE
USED OR | NVESTED I N A MANNER CONTRARY TO THE PROVI SIONS OF THI S SUBDI VI -
SION. THE FUND SHALL CONSI ST OF ALL EMPLOYER CONTRI BUTIONS REQUIRED TO
BE DEPCSI TED |INTO THE FUND PURSUANT TO SUBDI VI SION D OF THI S SECTI ON.
W TH N SUCH FUND THERE SHALL BE A SEPARATE ACCOUNT FOR EACH EMPLOYER
MAKI NG SUCH CONTRI BUTI ONS AND PAYMENTS.

(2) FOR ANY GVEN FISCAL YEAR FOR WHICH (I) THE SYSTEM ACTUARI AL
CONTRI BUTI ON RATE EXCEEDS NI NE AND ONE- HALF PERCENT OF PAYROLL, AND (I1)
AN EMPLOYER S AVERAGE ACTUARI AL CONTRI BUTI ON RATE EXCEEDS THE SYSTEM
GRADED CONTRI BUTI ON RATE, THE BALANCE IN THE EMPLOYER S ACCOUNT W THI N
SUCH FUND SHALL BE APPLIED TO REDUCE THE EMPLOYER S PAYMENT TO THE
RETI REMENT SYSTEM FOR SUCH FI SCAL YEAR | N AN AMOUNT NOT TO EXCEED THE
DI FFERENCE BETWEEN THE EMPLOYER S ACTUARI AL CONTRI BUTI ON AND THE EMPLOY-
ER S GRADED CONTRI BUTI ON FOR THE FI SCAL YEAR.

(3) NOTW THSTANDI NG THE PROVI SI ONS OF PARAGRAPH TWO OF THI'S SUBDI VI -
SION, |F AT THE CLOSE OF ANY G VEN FI SCAL YEAR THE BALANCE OF AN EMPLOY-
ER' S ACCOUNT WTH N THE FUND EXCEEDS ONE HUNDRED PERCENT OF THE EMPLOY-
ER S PAYROLL FOR SUCH FI SCAL YEAR, THE EXCESS SHALL BE APPLI ED TO REDUCE
THE EMPLOYER S PAYMENT TO THE RETI REMENT SYSTEM FOR THE NEXT SUCCEEDI NG
FI SCAL YEAR.

(4) THE ASSETS OF THE FUND SHALL BE I NVESTED I N ONLY THE FOLLOW NG
TYPES OF | NVESTMENTS:

(1) OBLIGATIONS OF THE UNI TED STATES OF AMERICA OR |IN OBLI GATI ONS
GUARANTEED BY AGENCI ES OF THE UNI TED STATES OF AMERI CA VWHERE THE PAYMENT
OF PRI NCI PAL AND | NTEREST ARE GUARANTEED BY THE UNI TED STATES OF AMERI CA
OR I'N OBLI GATI ONS OF THE STATE OF NEW YORK;
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(1'l) GENERAL OBLI GATI ON BONDS AND NOTES OF ANY STATE OTHER THAN THI S
STATE, PROVI DED THAT SUCH BONDS AND NOTES RECElI VE THE Hl GHEST RATING OF
AT LEAST ONE | NDEPENDENT RATI NG AGENCY

(1'11) OBLIGATIONS OF, OR I NSTRUMENTS | SSUED BY OR FULLY GUARANTEED AS
TO PRI NCI PAL AND | NTEREST BY, ANY AGENCY OR | NSTRUMENTALITY OF THE
UNI TED STATES ACTI NG PURSUANT TO A GRANT OF AUTHORI TY FROM THE CONGRESS
OF THE UNI TED STATES, | NCLUDI NG BUT NOT LIMTED TO, ANY FEDERAL HOVE
LOAN BANK OR BANKS, THE TENNESSEE VALLEY AUTHORI TY, THE FEDERAL NATI ONAL
MORTGAGE ASSCCI ATI ON, THE FEDERAL HOVE LOAN MORTGAGE CORPORATI ON AND THE
UNI TED STATES POSTAL SERVI CE

(1V) CERTIFI CATE OF DEPCSI TS THAT ARE FULLY SECURED BY THE | SSUER BY
DEPCOSI TI NG W TH THE COVPTROLLER DI RECT OR | NDI RECT OBLI GATIONS OF THE
UNI TED STATES OR | TS AGENCI ES OR A LETTER OF CREDI T | SSUED BY THE FEDER-
AL HOVE LOAN BANK; AND

(V) OBLIGATIONS OF ANY CORPORATI ON ORGANI ZED UNDER THE LAWS OF ANY
STATE IN THE UNI TED STATES MATURING W THI N TWO HUNDRED SEVENTY DAYS
PROVI DED THAT SUCH OBLI GATI ONS RECElI VE THE HI GHEST RATI NG OF TWOD | NDE-
PENDENT RATI NG SERVI CES DESI GNATED BY THE COVPTROLLER

(5) AT THE CLOSE OF EACH FI SCAL YEAR, THE AMOUNT OF | NTEREST AND EARN-
| NGS ATTRI BUTABLE TO EACH EMPLOYER S ACCOUNT SHALL BE COWUTED BY THE
ACTUARY AND CERTIFIED TO THE COWTROLLER, WHO SHALL THEREUPON CREDI T
EACH EMPLOYER S ACCOUNT | N ACCORDANCE THEREW TH

(6) THE ASSETS OF THE FUND SHALL BE EXCLUDED FROM THE ANNUAL VALUATI ON
OF THE ASSETS AND LIABILITIES OF THE FUNDS OF THE RETIREMENT SYSTEM
REQUI RED BY SECTION ELEVEN OF THI'S TI TLE. THE ASSETS OF THE FUND SHALL
NOT BE USED TO FI NANCE | NCREASES | N PENSI ON BENEFI TS.

S 2. The openi ng paragraph and paragraph 1 of subdivision b of section
23 of the retirenent and social security |law, as anmended by chapter 210
of the Ilaws of 1990 and clause (ii) of subparagraph (a) of paragraph 1
as anmended by chapter 947 of the laws of 1990, are anmended to read as
fol | ows:

Each enployer shall make [two] THREE contributions annually. They
shall be known as the nornmal contribution [as defined in subparagraph
(a) of paragraph one of this subdivision and], the deficiency contrib-
ution [as defined in paragraph two of this subdivision], AND THE ADM N

| STRATI ON  CONTRI BUTI ON. The rates thereof shall be conputed by the
actuary.
1. [(a)] Normal contribution. The rate of such contribution shall be

applied to the nenbers' annual conpensation as of the end of the fisca
year. Such rate shall be a uniformand constant rate per centum of annu-
al conpensation [when deternined by dividing the valuation costs by the
payrol |l amount wused in the valuation. Notw thstandi ng any provision of
law to the contrary, the valuation costs consist of:

(i) the normal cost, which shall be the actuarial present value of the
enpl oyer provided benefits accrued during the year, based upon the
projected future salary on which benefits are expected to be paid, by
prorating each enpl oyee's projected benefit over his or her total vyears
of servi ce;

(ii) the supplenmental cost, which shall be the cost of providing
suppl enental retirenent allowance paynents pursuant to subdivision e of
section seventy-eight of this article;

(ii1) the admnistrative cost, which shall be the expenses of the
retirement system pursuant to paragraph three of subdivision b of this
secti on;

(iv) the prior service cost, which shall be equal to the interest on
t he unfunded actuarial accrued liability or surplus plus a portion of
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the wunfunded liability or surplus, said portion to be equal to the
unfunded liability or surplus divided by the average future years of
service of active enpl oyees; and

(v) the annual anortization cost, which shall be equal to the anount
of the annual anortization paynment required to be paid into the systenis
pensi on accumrul ati on fund under sections sixteen-a and seventeen-a of
this article.

Provi ded, however, in no event shall the anmount of contribution be
| ess than zero.

(b) The conptroller is authorized to nmake appropriate adjustnments for
those participating enployers that have paid an amount in excess of the
m ni mrum annual anortization paynent required by section seventeen-a of
this article. The excess paynent shall accumulate with interest earned
at the rate used in the annual actuarial valuation and be applied
against future pension contribution requirenents to insure equitable
treatment of all participating enployers.

(c) I'n any year in which no contribution is required to the pension
accurmul ation fund, any adjustment reducing a prior year's contribution
resulting fromthe enactnent of section sixteen-b of this chapter, shall
be credited with interest earned at the rate used in the annual actuari-
al valuation and applied against future pension contributions]. VWHEN
APPLIED TO THE COWPENSATION OF THE AVERAGE NEW ENTRANT DURI NG THE
REMAI NI NG PERIOD OF HH S OR HER MEMBERSHI P, SUCH RATE SHALL BE COWPUTED
TO BE SUFFICIENT TO PROVIDE ALL THE BENEFITS, OTHER THAN THOSE ON
ACCOUNT OF PRI OR SERVI CE, GRANTED BY THI S ARTI CLE AND WHI CH ARE PAYABLE
FROM FUNDS CONTRI BUTED TO THE PENSI ON ACCUMULATI ON FUND

Such rate shall be conputed each year by neans of an actuarial val u-
ation as prescribed in section eleven of this [chapter] ARTICLE AND AS
AUTHORI ZED BY SECTI ON TWENTY- THREE-A OF THI' S TI TLE

S 3. The retirement and social security |aw is amended by addi ng a new
section 319-a to read as foll ows:

S 319-A. EMPLOYER CONTRI BUTI ONS FOR THE TWO THOUSAND TEN - TWO THOU-
SAND ELEVEN FI SCAL YEAR AND SUBSEQUENT FI SCAL YEARS. A. IN ADDI TION TO
THE DEFI NI TIONS I N SECTI ON THREE HUNDRED TWD OF THI S ARTI CLE, WHEN USED
IN THI S SECTI ON

(1) "AMORTI ZI NG EMPLOYER' SHALL MEAN AN EMPLOYER THAT ELECTS TO AMOR-
TIZE A PORTION OF THE EMPLOYER S ANNUAL BI LL PURSUANT TO PARAGRAPH ONE
OF SUBDI VI SION D OF THI 'S SECTI ON FOR THE TWDO THOUSAND TEN - TWO THOUSAND
ELEVEN FI SCAL YEAR, OR ANY SUBSEQUENT FI SCAL YEAR, REGARDLESS OF WHETHER
THE EMPLOYER HAS SUBSEQUENTLY PAID I N FULL ALL SUCH AMORTI ZED AMOUNTS.

(2) "AMOUNT ELI G BLE FOR AMORTI ZATI ON' FOR A G VEN FI SCAL YEAR SHALL
MEAN THE AMOUNT BY WH CH AN EMPLOYER S ACTUARI AL CONTRI BUTI ON FOR SUCH
FI SCAL YEAR EXCEEDS THE EMPLOYER S GRADED CONTRIBUTION FOR THE SAME
FI SCAL YEAR, LESS ANY AMOUNT FROM THE EMPLOYER CONTRI BUTI ON RESERVE FUND
APPLIED TO REDUCE THE EMPLOYER S PAYMENT TO THE RETI REMENT SYSTEM FOR
THE FI SCAL YEAR, PROVI DED, HOWEVER, THAT |F THE EMPLOYER S AVERAGE ACTU
ARI AL CONTRI BUTI ON RATE FOR THE FI SCAL YEAR | S LESS THAN SEVENTEEN AND
ONE- HALF  PERCENT, THEN THE AMOUNT ELI G BLE FOR AMORTI ZATI ON SHALL BE
ZERO.

(3) "EMPLOYER S ACTUARI AL CONTRI BUTI ON' FOR A G VEN FI SCAL YEAR SHALL
MEAN AN EMPLOYER S ANNUAL BILL FOR SUCH FI SCAL YEAR EXCLUSI VE OF THE
DEFI Cl ENCY CONTRI BUTI ONS AND PAYMENTS ON ACCOUNT OF GROUP TERM LIFE
| NSURANCE, ADJUSTMENTS RELATING TO PRIOR FISCAL YEARS OBLI GATI ONS,
RETI REMENT | NCENTI VES AND PRI OR AMORTI ZATI ONS.

(4) "EMPLOYER S ANNUAL BI LL" SHALL MEAN FOR A G VEN FISCAL YEAR THE
SUM OF THE FOLLOW NG AMOUNTS: (1) AN EMPLOYER S NORMAL CONTRI BUTI ONS FOR
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THE FI SCAL YEAR DETERM NED | N ACCORDANCE W TH PARAGRAPH ONE OF SUBDI VI -
SION B OF SECTI ON THREE HUNDRED TWENTY-THREE OF THI' S ARTICLE AND THE
COVMPREHENSI VE STRUCTURAL REFORM PROGRAM | MPLEMENTED PURSUANT TO SUBDI VI -
SION B OF SECTI ON THREE HUNDRED TWENTY- THREE- A OF THI S ARTI CLE, | NCLUD-
ING THE PROVISIONS OF SUBDIVISION B OF SECTION THREE  HUNDRED
TWENTY- THREE-A OF TH' S ARTI CLE RELATI NG TO THE REQUI RED M NI MUM ANNUAL
CONTRI BUTI ON OF FOUR AND ONE- HALF PERCENT OF PENSI ONABLE SALARIES; (I1)
THE EMPLOYER S DEFI Cl ENCY CONTRI BUTI ONS AND ADM NI STRATI ON CONTRI BUTI ONS
FOR THE FISCAL YEAR DETERM NED I N ACCORDANCE W TH PARAGRAPHS TWO AND
THREE OF SUBDI VI SION B OF SECTI ON THREE HUNDRED TWENTY-THREE OF TH'S
ARTI CLE; AND (I11) ANY PAYMENTS BY THE EMPLOYER DUE I N THE FI SCAL YEAR
ON ACCOUNT OF GROUP TERM LI FE | NSURANCE, ADJUSTMENTS RELATING TO PRI OR
FI SCAL YEARS  OBLI GATI ONS, RETI REMENT | NCENTIVES AND PRI OR AMCRTI -
ZATI ONS.

(5) "EMPLOYER S AVERACE ACTUARI AL CONTRIBUTION RATE" FOR A G VEN
FI SCAL YEAR SHALL MEAN AN EMPLOYER S ACTUARI AL CONTRI BUTI ON FOR SUCH
FI SCAL YEAR DI VI DED BY THE EMPLOYER S PROJECTED PAYROLL FOR THE SAME
FI SCAL YEAR.

(6) "EMPLOYER CONTRIBUTION RESERVE FUND' OR "FUND' SHALL MEAN THE
EMPLOYER CONTRI BUTI ON RESERVE FUND ESTABLI SHED PURSUANT TO SUBDI VI SI ON E
OF TH S SECTI ON.

(7) "EMPLOYER S GRADED CONTRI BUTION' FOR A Gd VEN FISCAL YEAR SHALL
MEAN THE AMOUNT DETERM NED BY APPLYI NG THE EMPLOYER S GRADED CONTRI B-
UTI ON RATE FOR SUCH FI SCAL YEAR TO AN EMPLOYER S PROJECTED PAYROLL FOR
THE SAME FI SCAL YEAR

(8) "EMPLOYER S CRADED CONTRIBUTION RATE'" FOR A G VEN FI SCAL YEAR
SHALL MEAN (1) THE SYSTEM GRADED CONTRI BUTI ON RATE FOR SUCH FI SCAL YEAR,
OR (Il') INTHE CASE OF AN |IND VIDUAL EMPLOYER FOR WHICH A GRADED
CONTRI BUTI ON  RATE HAS BEEN DETERM NED PURSUANT TO PARAGRAPH THREE OF
SUBDI VI SION C OF TH'S SECTI ON, THE GRADED CONTRI BUTION RATE FOR THE
I NDI VI DUAL EMPLOYER FOR SUCH FI SCAL YEAR

(9) "EMPLOYER S GRADED PAYMENT" FOR A d VEN FI SCAL YEAR SHALL MEAN THE
AMOUNT  BY WH CH AN EMPLOYER S GRADED CONTRI BUTI ON FOR SUCH FI SCAL YEAR
EXCEEDS THE EMPLOYER S ACTUARI AL CONTRI BUTI ON FOR THE SAME FI SCAL YEAR.

(10) " PRI OR AMORTI ZATI ON' SHALL MEAN W TH RESPECT TO A G VEN FI SCAL
YEAR ANY PAYMENT DUE | N SUCH FI SCAL YEAR ON ACCOUNT OF AN OBLI GATI ON
FROM A PRI OR FI SCAL YEAR THAT AN EMPLOYER | S PERM TTED TO PAY TO THE
RETI REMENT SYSTEM ON AN AMORTI ZED BASI S.

(11) "SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE" FOR A G VEN FI SCAL
YEAR SHALL MEAN THE SUM OF ALL EMPLOYERS' ACTUARI AL CONTRI BUTIONS FOR
SUCH FI SCAL YEAR, DI VI DED BY THE SUM CF ALL EMPLOYERS' PRQIECTED PAYROLL
FOR THE SAME FI SCAL YEAR.

(12) "SYSTEM GRADED CONTRI BUTI ON RATE" FOR A d VEN FI SCAL YEAR SHALL
MEAN THE GRADED CONTRI BUTI ON RATE FOR THE RETI REMENT SYSTEM AS A WHCLE
DETERM NED FOR SUCH FISCAL YEAR PURSUANT TO PARAGRAPH ONE OR TWD OF
SUBDI VI SION C OF THI' S SECTI ON.

B. NOTW THSTANDI NG THE PROVI SI ONS OF TH S CHAPTER OR ANY OTHER LAW TO
THE CONTRARY, THE COWTROLLER, IN H'S OR HER DI SCRETI ON, SHALL HAVE
AUTHORI TY TO | MPLEMENT THI'S SECTI ON. | F THE COVWPTROLLER ELECTS TO | MPLE-
MENT THI'S SECTI ON, THE PROVI SIONS OF THI S SECTION SHALL APPLY TO THE
PAYMENT OF EMPLOYER CONTRI BUTIONS FOR THE FI SCAL YEAR COMVENCI NG ON
APRI L FI RST, TWO THOUSAND TEN, AND FOR SUBSEQUENT FI SCAL YEARS.

C. FOR EACH FI SCAL YEAR TO WHI CH THE PROVI SIONS OF THI S SECTI ON APPLY,
THE COWTROLLER SHALL DETERM NE A GRADED CONTRI BUTION RATE FOR THE
RETI REMENT SYSTEM AS A VHOLE | N THE MANNER PROVI DED I N THI S SUBDI VI SI ON.
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(1) FOR THE TWO THOUSAND TEN - TWO THOUSAND ELEVEN FI SCAL YEAR THE
SYSTEM GRADED CONTRI BUTI ON RATE SHALL BE SEVENTEEN AND ONE- HALF PERCENT.

(2) FOR THE TWO THOUSAND ELEVEN - TWO THOUSAND TWELVE FI SCAL YEAR, AND
SUBSEQUENT FI SCAL YEARS, SYSTEM GRADED CONTRI BUTI ON RATES SHALL BE
DETERM NED AS FOLLOWE:

(1) I'F THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTION RATE FOR A G VEN
FI SCAL YEAR | S AT LEAST SEVENTEEN AND ONE- HALF PERCENT AND EXCEEDS THE
SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL
YEAR BY MORE THAN ONE PERCENTAGE PO NT, THEN THE SYSTEM GRADED CONTRI B-
UTI ON RATE FOR THE G VEN FI SCAL YEAR SHALL EQUAL THE SYSTEM GRADED
CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL YEAR PLUS ONE
PERCENTAGE PO NT, PROVI DED HOAEVER, THAT I N NO EVENT SHALL THE SYSTEM
GRADED CONTRI BUTI ON RATE BE LESS THAN SEVENTEEN AND ONE- HALF PERCENT;

(1) IF THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE FOR A G VEN
FI SCAL YEAR | S AT LEAST SEVENTEEN AND ONE- HALF PERCENT AND ElI THER EQUALS
THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL
YEAR OR EXCEEDS THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY
PRECEDI NG FI SCAL YEAR BY ONE PERCENTAGE PO NT OR LESS, THEN THE SYSTEM
GRADED CONTRI BUTI ON RATE FOR THE G VEN FISCAL YEAR SHALL EQUAL THE
SYSTEM AVERAGE ACTUARI AL CONTRI BUTION RATE FOR SUCH FISCAL YEAR
PROVI DED, HOWEVER, THAT IN NO EVENT SHALL THE SYSTEM GRADED CONTRI BUTI ON
RATE BE LESS THAN SEVENTEEN AND ONE- HALF PERCENT;

(I'11)y I'F THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE FOR A d VEN
FI SCAL YEAR | S LESS THAN SEVENTEEN AND ONE- HALF PERCENT AND GREATER THAN
THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FI SCAL
YEAR, THEN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE G VEN FI SCAL YEAR
SHALL EQUAL THE SYSTEM ACTUARI AL CONTRI BUTI ON RATE FOR SUCH FI SCAL YEAR;

(1V) IF THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE FOR A G VEN
FI SCAL YEAR | S SMALLER THAN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE
| MVEDI ATELY PRECEDI NG FI SCAL YEAR BY MORE THAN ONE PERCENTAGE PO NT,
THEN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE G VEN FI SCAL YEAR SHALL
EQUAL THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG
FI SCAL YEAR M NUS ONE PERCENTAGE PO NT; AND

IF THE SYSTEM AVERAGE ACTUARI AL CONTRI BUTI ON RATE FOR A G VEN
FI SCAL YEAR ElI THER EQUALS THE SYSTEM GRADED CONTRI BUTI ON RATE FOR THE
| MVEDI ATELY PRECEDI NG FI SCAL YEAR OR IS SMALLER THAN THE SYSTEM GRADED
CONTRI BUTI ON RATE FOR THE | MVEDI ATELY PRECEDI NG FISCAL YEAR BY ONE
PERCENTAGE PO NT  OR LESS, THEN THE SYSTEM GRADED CONTRI BUTI ON RATE FOR
THE G VEN FI SCAL YEAR SHALL EQUAL THE SYSTEM ACTUARI AL CONTRI BUTI ON RATE
FOR SUCH FI SCAL YEAR

(3) THE COWTROLLER SHALL DETERM NE A GRADED CONTRI BUTI ON RATE FOR
I NDI VI DUAL EMPLOYERS AS PROVI DED I N TH S PARAGRAPH.

(1) IF THE ACTUARI AL CONTRI BUTI ON RATE FOR AN EMPLOYER FOR A G VEN
FI SCAL YEAR | S EQUAL TO OR GREATER THAN FIFTY PERCENT OF THE SYSTEM
ACTUARI AL CONTRI BUTI ON RATE FOR SUCH YEAR, AND LESS THAN OR EQUAL SEVEN-
TY-FIVE PERCENT OF SUCH SYSTEM ACTUARI AL CONTRI BUTI ON RATE, THEN THE
GRADED CONTRI BUTI ON RATE FOR THE EMPLOYER FOR THE FISCAL YEAR SHALL
EQUAL SEVENTY-FI VE PERCENT OF THE SYSTEM GRADED CONTRI BUTI ON FOR SUCH
YEAR.

(1) 1'F THE ACTUARI AL CONTRI BUTI ON RATE FOR AN EMPLOYER FOR A d VEN
FI SCAL YEAR IS LESS THAN FI FTY PERCENT OF THE SYSTEM ACTUARI AL CONTRI B-
UTI ON RATE FOR SUCH YEAR, THEN THE GRADED CONTRI BUTION RATE FOR THE
EMPLOYER FOR THE FISCAL YEAR SHALL EQUAL FI FTY PERCENT OF THE SYSTEM
GRADED CONTRI BUTI ON RATE FOR SUCH YEAR.

D. (1) FOR ANY G VEN FI SCAL YEAR FOR WHI CH AN EMPLOYER S AVERAGE ACTU
ARI AL CONTRI BUTI ON RATE EXCEEDS THE GRADED CONTRIBUTION RATE, THE
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EMPLOYER SHALL PAY TO THE RETIREMENT SYSTEM AN AMOUNT EQUAL TO THE
EMPLOYER S ANNUAL BILL FOR SUCH YEAR OR, IN LIEU OF PAYING THE ENTIRE
ANNUAL BILL, THE EMPLOYER MNAY PAY AN AMOUNT EQUAL TO THE EMPLOYER S
ANNUAL BILL LESS ALL OR A PORTI ON OF THE EMPLOYER S AMOUNT ELI G BLE FOR
AMORTI ZATI ON FOR THE FI SCAL YEAR. | F I N ACCORDANCE WTH TH' S PARAGRAPH
THE EMPLOYER S PAYMENT TO THE RETI REMENT SYSTEM IS LESS THAN THE ENTI RE
AMOUNT OF THE EMPLOYER S ANNUAL BI LL, THEN THE DI FFERENCE BETWEEN THE
EMPLOYER' S ANNUAL BI LL, AND THE AMOUNT ACTUALLY PAI D BY THE EMPLOYER TO
THE RETI REMENT SYSTEM EXCLUSI VE OF ANY AMOUNT FROM THE EMPLOYER CONTRI B-
UTI ON RESERVE FUND APPL|I ED TO REDUCE THE EMPLOYER S PAYMENT, SHALL BE
THE AMOUNT AMORTI ZED FOR THE FI SCAL YEAR. THE AMOUNT AMORTI ZED FOR THE
FI SCAL YEAR SHALL BE PAID TO THE RETIREMENT SYSTEM IN EQUAL ANNUAL
| NSTALLMENTS OVER A TEN- YEAR PERI OD, W TH | NTEREST ON THE UNPAI D BALANCE
AT A RATE DETERM NED BY THE COMPTROLLER WH CH APPROXI MATES A MARKET RATE
OF RETURN ON TAXABLE FI XED RATE SECURI TIES WTH SI M LAR TERMS | SSUED BY
COMPARABLE | SSUERS, AND W TH THE FI RST | NSTALLMENT DUE I N THE | MVEDI ATE-
LY SUCCEEDI NG FI SCAL YEAR

(2) FOR ANY G VEN FI SCAL YEAR FOR WHI CH THE SYSTEM GRADED CONTRI BUTI ON
RATE EQUALS OR EXCEEDS AN AMORTIZING EMPLOYER S AVERAGE ACTUARI AL
CONTRI BUTI ON  RATE, THE AMORTI ZI NG EMPLOYER SHALL PAY TO THE RETI REMENT
SYSTEM AN AMOUNT EQUAL TO THE EMPLOYER S ANNUAL BI LL FOR SUCH YEAR PLUS
THE EMPLOYER S GRADED PAYMENT FOR THE FI SCAL YEAR

(1) | F THE AMORTI ZI NG EMPLOYER S ANNUAL BILL FOR THE FI SCAL YEAR DCES
NOT | NCLUDE AN AMOUNT ATTRI BUTABLE TO A PRI OR AMORTI ZATION, THEN THE
EMPLOYER' S GRADED PAYMENT SHALL BE PAI D | NTO THE EMPLOYER CONTRI BUTI ON
RESERVE FUND PROVI DED FOR I'N SUBDI VI SION E OF TH S SECTI ON AND CREDI TED
TO AN ACCOUNT W THI N SUCH FUND ESTABLI SHED FOR THE EMPLOYER.

(1) IF THE AMORTIZING EMPLOYER S ANNUAL BILL FOR THE FI SCAL YEAR
| NCLUDES AN AMOUNT ATTRI BUTABLE TO A PRI OR AMCRTI ZATI ON, THE EMPLOYER S
GRADED PAYMENT SHALL BE USED FIRST TO ELIM NATE THE AMOUNT OF THE
EMPLOYER S UNPAI D PRI OR AMORTI ZATI ON BALANCES | N CHRONOLOG CAL ORDER
STARTING WTH OLDEST PRI OR AMORTI ZATI ON BALANCE. VWHEN | N ANY FI SCAL
YEAR THE EMPLOYER S GRADED PAYMENT ELI M NATES ALL BALANCES ONED ON THE
EMPLOYER S PRI OR AMORTI ZATI ONS, ANY REMAI NI NG PORTI ON OF THE EMPLOYER S
GRADED PAYMENT FOR SUCH FI SCAL YEAR, AND THE EMPLOYER S GRADED PAYMENT
N ANY SUBSEQUENT FI SCAL YEAR I N VH CH THE AMORTI ZI NG EMPLOYER HAS NO
UNPAI D PRI OR AMORTI ZATI ONS, SHALL BE PAI D I NTO THE EMPLOYER CONTRI BUTI ON
RESERVE FUND PROVI DED FOR I'N SUBDI VI SION E OF TH S SECTI ON AND CREDI TED
TO AN ACCOUNT W THI N SUCH FUND ESTABLI SHED FOR THE EMPLOYER

(3) NOTHING IN TH'S SUBDI VI SI ON SHALL BE CONSTRUED AS PRCHI Bl TI NG AN
EMPLOYER FROM PRE- PAYI NG ANY PRI OR AMORTI ZATI ON.

E. (1) NOTW THSTANDI NG ANY LAW TO THE CONTRARY, THERE SHALL BE MAI N
TAI NED SEPARATE AND APART FROM THE OTHER FUNDS OF THE RETI REMENT SYSTEM
AN EMPLOYER CONTRI BUTI ON RESERVE FUND, THE ASSETS OF WHI CH SHALL NOT BE
USED OR | NVESTED I N A MANNER CONTRARY TO THE PROVI SIONS OF THI S SUBDI VI -
SION. THE FUND SHALL CONSI ST OF ALL EMPLOYER CONTRI BUTI ONS REQUI RED TO
BE DEPOSI TED | NTO THE FUND PURSUANT TO SUBDIVISION D OF TH'S SECTI ON
WTH N SUCH FUND THERE SHALL BE A SEPARATE ACCOUNT FOR EACH EMPLOYER
MAKI NG SUCH CONTRI BUTI ONS AND PAYMENTS.

(2) FOR ANY G VEN FI SCAL YEAR FOR WHICH (I) THE SYSTEM ACTUARI AL
CONTRI BUTI ON RATE EXCEEDS SEVENTEEN AND ONE- HALF PERCENT OF PAYROLL, AND
(1) FOR WH CH AN EMPLOYER S AVERAGE ACTUARI AL CONTRI BUTI ON RATE EXCEEDS
THE GRADED CONTRI BUTI ON RATE, THE BALANCE IN THE EMPLOYER S ACCOUNT
W TH N SUCH FUND SHALL BE APPLI ED TO REDUCE THE EMPLOYER S PAYMENT TO
THE RETI REMENT SYSTEM FOR SUCH FI SCAL YEAR | N AN AMOUNT NOT TO EXCEED
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THE DI FFERENCE BETWEEN THE EMPLOYER S ACTUARI AL CONTRI BUTION AND THE
EMPLOYER S GRADED CONTRI BUTI ON FOR THE FI SCAL YEAR

(3) NOTW THSTANDI NG THE PROVI SI ONS OF PARAGRAPH TWD OF THI S SUBDI VI -
SION, I F AT THE CLOSE OF ANY G VEN FI SCAL YEAR THE BALANCE OF AN EMPLOY-
ER S ACCOUNT W THIN THE FUND EXCEEDS ONE HUNDRED PERCENT OF THE EMPLOY-
ER S PAYROLL FOR SUCH FI SCAL YEAR, THE EXCESS SHALL BE APPLI ED TO REDUCE
THE EMPLOYER S PAYMENT TO THE RETI REMENT SYSTEM FOR THE NEXT SUCCEEDI NG
FI SCAL YEAR

(4) THE ASSETS OF THE FUND SHALL BE INVESTED IN ONLY THE FOLLOW NG
TYPES OF | NVESTMENTS:

(1) OBLIGATIONS OF THE UNITED STATES OF AMERI CA OR | N OBLI GATI ONS
GUARANTEED BY AGENCI ES OF THE UNI TED STATES OF AMERI CA WHERE THE PAYMENT
OF PRI NCI PAL AND | NTEREST ARE GUARANTEED BY THE UNI TED STATES OF AMERI CA
OR I N OBLI GATI ONS OF THE STATE OF NEW YORK

(1'1) GENERAL OBLI GATI ON BONDS AND NOTES OF ANY STATE OTHER THAN THI'S
STATE, PROVI DED THAT SUCH BONDS AND NOTES RECEI VE THE H GHEST RATI NG OF
AT LEAST ONE | NDEPENDENT RATI NG AGENCY; AND

(1'11) OBLIGATIONS OF, OR I NSTRUMENTS | SSUED BY OR FULLY GUARANTEED AS
TO PRINCIPAL AND |NTEREST BY, ANY AGENCY OR | NSTRUMENTALITY OF THE
UNI TED STATES ACTI NG PURSUANT TO A GRANT OF AUTHORI TY FROM THE CONGRESS
OF THE UN TED STATES, | NCLUDI NG BUT NOT LIMTED TO, ANY FEDERAL HOVE
LOAN BANK OR BANKS, THE TENNESSEE VALLEY AUTHORI TY, THE FEDERAL NATI ONAL
MORTGAGE ASSCCI ATI ON, THE FEDERAL HOVE LOAN MORTGAGE CORPORATI ON AND THE
UNI TED STATES POSTAL SERVI CE

(5) AT THE CLOSE OF EACH FI SCAL YEAR, THE AMOUNT OF | NTEREST AND EARN-
| NGS ATTRI BUTABLE TO EACH EMPLOYER S ACCOUNT SHALL BE COWUTED BY THE
ACTUARY AND CERTIFIED TO THE COWTROLLER, WHO SHALL THEREUPON CREDI T
EACH EMPLOYER S ACCOUNT | N ACCORDANCE THEREW TH

(6) THE ASSETS OF THE FUND SHALL BE EXCLUDED FROM THE ANNUAL VALUATI ON
OF THE ASSETS AND LIABILITIES OF THE FUNDS OF THE RETIREMENT SYSTEM
REQUI RED BY SECTION THREE HUNDRED ELEVEN OF THI S TI TLE. THE ASSETS OF
THE FUND SHALL NOT FI NANCE | NCREASES | N PENSI ON BENEFI TS.

S 4. The openi ng paragraph and paragraph 1 of subdivision b of section
323 of the retirenment and social security |aw, as anended by chapter 210
of the laws of 1990 and clause (ii) of subparagraph (a) of paragraph 1
as anended by chapter 947 of the | aws of 1990, are anmended to read as
fol | ows:

Each enpl oyer shall make [two] THREE contributions annually. They
shall be known as the normal contribution [as defined in subparagraph
(a) of paragraph one of this subdivision and], the deficiency contrib-
ution [as defined in paragraph two of this subdivision], AND THE ADM N-
| STRATI ON CONTRI BUTI ON. The rates thereof shall be conputed by the actu-
ary.

1. [(a)] Normal contribution. The rate of such contribution shall be
applied to the nenbers' annual conpensation as of the end of the fisca
year. Such rate shall be a uniformand constant rate per centum of annu-
al conpensation [when deternined by dividing the valuation costs by the
payrol |l amount wused in the valuation. Notw thstandi ng any provision of
law to the contrary, the valuation costs consist of:

(i) the normal cost, which shall be the actuarial present value of the
enpl oyer provided benefits accrued during the year, based upon the
projected future salary on which benefits are expected to be paid, by
prorating each enpl oyee's projected benefit over his or her total vyears
of servi ce;
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(ii) the supplenmental cost, which shall be the cost of providing
suppl enental retirenent allowance paynents pursuant to subdivision e of
section three hundred seventy-eight of this article;

(ii1) the admnistrative cost, which shall be the expenses of the
retirement system pursuant to paragraph three of subdivision b of this
secti on;

(iv) the prior service cost, which shall be equal to the interest on
t he unfunded actuarial accrued liability or surplus plus a portion of
the wunfunded Iliability or surplus, said portion to be equal to the
unfunded liability or surplus divided by the average future years of
service of active enpl oyees; and

(v) the annual anortization cost, which shall be equal to the anount
of the annual anortization paynment required to be paid into the systenis
pensi on accurul ati on fund under section three hundred sixteen-a and
three hundred seventeen-a of this article.

Provi ded, however, in no event shall the anmpbunt of contribution cost
be | ess than zero.

(b) The conptroller is authorized to nmake appropriate adjustnents for
those participating enployers that have paid an anobunt in excess of the
m ni mum annual anortization paynent required by section three hundred
seventeen-a of this article. The excess paynment shall accurmulate with
interest earned at the rate used in the annual actuarial valuation and
be applied against future pension contribution requirenents to insure
equitable treatnment of all participating enpl oyers.

(c) I'n any year in which no contribution is required to the pension
accurmul ation fund, any adjustnment reducing a prior year's contribution
resulting fromthe enactnment of section three hundred sixteen-b of this
chapter, shall be credited with interest earned at the rate used in the
annual actuarial valuation and applied against future pension contrib-
utions]. VWHEN APPLI ED TO THE COVPENSATI ON OF THE AVERAGE NEW ENTRANT
DURI NG THE REMAI NI NG PERI OD OF H'S OR HER MEMBERSHI P, SUCH RATE SHALL BE
COVWPUTED TO BE SUFFI CI ENT TO PROVI DE ALL THE BENEFI TS, OTHER THAN THOSE
ON ACCOUNT OF PRI OR SERVI CE, GRANTED BY THI S ARTI CLE AND WHI CH ARE PAYA-
BLE FROM FUNDS CONTRI BUTED TO THE PENSI ON ACCUMULATI ON FUND

Such rate shall be conputed each year by neans of an actuarial val u-
ation as prescribed in section three hundred eleven of this [chapter]
ARTICLE AND AS AUTHORI ZED BY SECTI ON THREE HUNDRED TWENTY- THREE- A OF
THI'S TI TLE

S 5. This act shall take effect imediately.

FI SCAL NOTE. - - Pursuant to Legislative Law, Section 50:

This bill would anend the Retirenent and Social Security Law as it
pertains to enployer bills of the New York State and Local Enpl oyees
Retirenent System (ERS) and the New York State and Local Police and Fire
Retirenment System ( PFRS).

This bill puts in place a programthat allows ERS and PFRS enpl oyers,
if they choose to participate, to anortize a portion of their bill with
their respective Retirement System when enployer contributions rates
rise above certain levels. If they do this, then when rates are falling

bel ow certain levels and they have paid off all outstanding anorti-
zations, the enployer will be required to pay additional nonies into a
reserve fund that will be used when enpl oyer contribution rates begin to
rise in the future.

If this bill is enacted, we estimate that there would be a snal
adm nistrative cost to the Systemto revise the current billing proc-

esses.
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This estimate, dated May 28, 2009, and intended for wuse only during
the 2009 Legislative Session, is Fiscal Note No. 2009-262, prepared by
the Actuary for the New York State and Local Enployees' Retirenent
System and the New York State and Local Police and Fire Retirenent
System



