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STATE OF NEW YORK

3402
2011- 2012 Regul ar Sessi ons
I N SENATE
February 18, 2011

I ntroduced by Sen. GOLDEN -- (at request of the New York State Teachers
Retirenent System) -- read twice and ordered printed, and when printed
to be conmtted to the Commttee on Civil Service and Pensions

AN ACT to anend the retirenent and social security law, in relation to
increasing to ten percent the anpunt of assets of the New York state
teachers' retirement system which nmay be invested in real property

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

Section 1. Paragraph (e) of subdivision 6 of section 177 of the
retirement and social security Ilaw, as anended by chapter 560 of the
| aws of 1997, is anended to read as foll ows:

(e) Such real property, other than property to be used primarily for
agricultural, horticultural, ranch, mning, recreational, anusenent or
cl ub purposes, as nay be acquired, as an investnent for the production
of income (I NCLUDI NG CAPI TAL APPRECI ATION), or as nay be acquired to be
i mproved or devel oped for such investnent purpose pursuant to an exist-
ing programtherefor, subject to the following limtations: (1) the cost
of each parcel of real property so acquired under the authority of this
subdi vi sion, including the estimated cost to the fund of the inprovenent
or devel opnent thereof, when added to the value of all other real prop-
erty then held by it pursuant to this subdivision, shall not exceed
[five] TEN per cent of its assets, and (2) the cost of each parcel of
real property acquired under the authority of this subdivision, includ-
ing the estimated cost to the fund of the inprovenent or devel opnent
thereof, shall not exceed two per cent of the fund' s assets.

S 2. Subdivision 6 of section 177 of the retirenment and social securi-
ty law i s anended by addi ng a new paragraph (f) to read as foll ows:

(F) NOTW THSTANDI NG ANY OTHER PROVISION OF TH S ARTICLE, FOR THE
PURPCSES OF THI'S SUBDI VI SI ON, AN | NVESTMENT | N AN ENTI TY THAT | NVESTS OR
PROPCSES TO | NVEST, DI RECTLY OR I NDI RECTLY THROUGH ONE OR MORE OTHER
ENTI TIES, AT LEAST A MAJORITY OF I TS ASSETS IN (1) ANY | NTEREST | N REAL

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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PROPERTY OF ANY KI ND OR CHARACTER AS AN | NVESTMENT FOR THE PRODUCTI ON OF
| NCOVE (| NCLUDI NG CAPI TAL APPRECI ATION), OR (2) DEBT | NSTRUMENTS SECURED
BY ANY | NTEREST | N REAL ESTATE MAY BE CONSI DERED AN | NVESTMENT | N REAL
ESTATE PURSUANT TO THI'S SUBDI VI SI ON AND | NCLUDED I N THE ASSETS SUBJECT
TO THE TEN PERCENT LI M TATI ON OF PARAGRAPH (E) OF THI' S SUBDI VI SI ON

S 3. This act shall take effect imediately.

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

This bill would anmend subdivision 6 of section 177 of the Retirenent
and Social Security Law to increase the percentage of assets of the New
York State Teachers' Retirenent System (NYSTRS) which may be invested in
real estate fromfive to ten percent. Additionally, this bill would add
a new paragraph f to subdivision 6 of section 177 to all ow NYSTRS to
classify, at the Systenmis election, real estate oriented funds or part-
nerships as a real estate asset for investnent purposes.

It is estimated that there will be no annual cost to the enpl oyers of
menbers of the New York State Teachers' Retirenent Systemif this bill
i s enact ed.

The source of this estimate is Fiscal Note 2011-4 dated Septenber 24,
2010 prepared by the Actuary of the New York State Teachers' Retirenent
Systemand is intended for use only during the 2011 Legi sl ative Session.

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

PROVI SIONS OF PROPOSED LEG SLATION:. with respect to the New York Gty
Retirenment Systenms ("NYCRS'), this proposed legislation would anend
Retirement and Social Security Law ("RSSL") Section 177.6(e) and add
Section 177.6(f) to permt an increase to 10% the maxi mum percentage of
NYCRS assets that could be invested in real property investnments and to
define certain investnents as investnents in real estate subject to the
Section 177.6(e) limtations.

The Effective Date of the proposed |egislation wiuld be the date of
enact nent .

| MPACT ON REAL PROPERTY | NVESTMENTS: Currently, with certain
exceptions and limtations, the investnents of the NYCRS in real proper-
ties as defined in the |law may not exceed 5% of Fund assets and such
properties nust be for production of investnent incone.

The proposed legislation, if enacted, would increase such real proper-
ty investnment limtation to 10% of Fund assets on and after the Effec-
tive Date.

In addition, the proposed |egislation would include capital appreci-
ation within the definition of production of incone from real property
i nvest nment s.

Further, for purposes of categorizing those investnents that are to be
considered real property investnents, the proposed |egislation would
permt the inclusion of:

1. Any investnent in an entity that invests or proposes to invest
directly or indirectly at least a najority of its assets in any interest
in real property of any kind or character, or

2. Debt instrunents secured by any interest in real estate.

FI NANCI AL | MPACT - EMPLOYER CONTRI BUTIONS: Wth respect to the NYCRS
the enactnent of this proposed |egislation would not, in and of itself,
result in any change in enployer contributions.

The ultimate cost of a Retirement Programis the benefits it pays. The
financing of that ultimte cost is provided by contributions and invest-
ment i ncone.

I nvestnent i ncome depends upon the anpbunt of assets of the respective
NYCRS Fund and the rate of return received on those assets. The rate of
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return depends to a | arge extent upon the asset allocation policy of the
respective NYCRS Fund.

To the extent that the NYCRS increase their investnents in the securi-
ties authorized by this proposed legislation and those securities
produce greater (lesser) rates of return than the rates of return that
the NYCRS woul d ot herwi se have achi eved, then enployer contributions to
the NYCRS woul d be | esser (greater).

STATEMENT OF ACTUARIAL OPINION I, Robert C. North, Jr., amthe Chief
Actuary for the New York City Retirenment Systens. | ama Fellow of the
Soci ety of Actuaries and a Menber of the American Acadeny of Actuaries.
I rmeet the Qualification Standards of the Anerican Acadeny of Actuaries
to render the actuarial opinion contained herein.

FI SCAL NOTE | DENTI FI CATION: This estinate is intended for wuse only
during the 2011 Legislation Session. It is Fiscal Note 2011-01, dated
August 16, 2010, prepared by the Chief Actuary for the New York Gty
Retirenent Systens.

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

This bill would amend the Retirenent and Social Security Law to
i ncrease the percentage of assets of the eight (8) public retirenent
systens of New York State which nay be invested in real estate fromb5 to
10 percent. It would also allow such Systens to elect to classify real
estate oriented funds or partnerships as a real estate asset for invest-
ment pur poses.

If this bill is enacted, insofar as this bill affects the New York
State and Local Enpl oyees' Retirenent System and the New York State and
Local Police and Fire Retirenent System we assune that there would be
smal | investnent changes. Any increases or decreases in investnent earn-
ings wll result in decreases or increases, respectively, in enployer
contributions. Annual changes in assets will be shared by all enployers
and will be spread over the future working lifetines of active nmenbers.

This estimate, dated January 7, 2011, and intended for use only during
the 2011 Legislative Session, is Fiscal Note No. 2011-83 prepared by the
Actuary for the New York State and Local Enpl oyees' Retirenent System
and the New York State and Local Police and Fire Retirenment System



