~No ok~ WNE

STATE OF NEW YORK

7331
I N SENATE
May 13, 2014

Introduced by Sen. DeFRANCISCO -- read tw ce and ordered printed, and
when printed to be commtted to the Cormittee on Civil Service and
Pensi ons

AN ACT to anend the retirenent and social security law, in relation to
i nvestnments by public pension funds

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

Section 1. Paragraph (a) of subdivision 9 of section 177 of the
retirement and social security |aw, as anended by chapter 22 of the | aws
of 2006, is anended to read as foll ows:

(a) the investnents by a fund made pursuant to this subdivision shal
not at any tinme exceed [twenty-five] TH RTY-FIVE per centum of the
assets of such fund;

S 2. This act shall take effect imediately.

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

PROVI SI ONS OF PROPOSED LEQ SLATION: Wth respect to the New York Gty
Retirenment Systens ("NYCRS'), this proposed |egislation would anend
Retirenment and Social Security Law ("RSSL") Section 177.9(a) to permt
an increase to 35%the percentage of assets that may be held in "Basket
Cl ause" investnents (i.e., investnents not explicitly identified as
perm ssi ble el sewhere in New York State | aw).

This 35% I1limt conpares with a limt of 25% under current |aw

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 income depends upon the amounts of assets of the Fund and
the rate of return received on those assets. The rate of return depends
primarily upon the asset allocation policy of the 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

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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the NYCRS would otherwi se have achieved, then enployer contributions
will be | esser (greater).

FI SCAL NOTE |IDENTIFICATION. This estinmate is intended for use only
during the 2014 Legislation Session. It is Fiscal Note 2014-16, dated
April 18, 2014, prepared by the Chief Actuary for the New York Gty
Retirenent Systens.

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

This bill will anmend the Retirenent and Social Security Law to
increase the Ilimt on non-legal Ilist investnents for the eight (8)
public retirement systems of New York State. It would replace the
current 25% 1limt with a 35%Ilimt.

If this bill 1is enacted, insofar as this bill affects the New York
State and Local Enpl oyees' Retirenment System and the New York State and
Local Police and Fire Retirenment System we assune that there would be

smal | investnent changes as a result of enactnent. Any increases or
decreases in investnment earnings will result in decreases or increases,
respectively, in enployer contributions. Annual changes in assets wll
be shared by all enployers and will be spread over the future working

lifetimes of active nmenbers.

Summary of rel evant resources:

The nenbership data used in neasuring the inpact of the proposed
change was the sanme as that used in the March 31, 2013 actuarial val u-
ation. Distributions and other statistics can be found in the 2013
Report of the Actuary and the 2013 Conprehensive Annual Financia
Report.

The actuarial assunptions and net hods used are described in the 2010,
2011, 2012 and 2013 Annual Report to the Conptroller on Actuaria
Assunptions, and the Codes Rules and Regulations of the State of New
York: Audit and Control.

The Market Assets and GASB Di scl osures are found in the March 31, 2013
New York State and Local Retirenment System Financial Statenents and
Suppl erent ary | nformati on.

| am a nenber of the Anerican Acadeny of Actuaries and neet the Quali -
fication Standards to render the actuarial opinion contained herein.

This estimate, dated May 7, 2014, and intended for use only during the
2014 Legislative Session, is Fiscal Note No. 2014-127, 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

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

This bill would anmend subdivision 9 of Section 177 of the Retirenent
and Social Security Law to increase to 35%the percentage of assets
whi ch nmay be invested by the New York State Teachers' Retirenment System
in those investnents that aren't otherw se specifically permtted under
t he ot her subdivisions of this section. The current limt is 25%

If this bill is enacted, any cost or savings to the enployers of
menbers of the New York State Teachers' Retirenment System woul d depend
on the investnment performance of any assets that are invested in a
different nmanner due to this <change in the investnent restrictions.
Addi tional investnent incone results in |lower required enployer contrib-
utions, and vice-versa.

Enpl oyee data is fromthe Systems nobst recent actuarial valuation
files, <consisting of data provided by the enployers to the Retirenent
System Data distributions and statistics can be found in the Systenis
Conpr ehensive Annual Financial Report (CAFR). System assets are as
reported in the System s financial statenents, and can also be found in
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the CAFR. Actuarial assunptions and nethods are provided in the Systenis
Actuarial Val uation Report.

The source of this estimate is Fiscal Note 2014-31 dated May 8, 2014
prepared by the Actuary of the New York State Teachers' Retirenent
Systemand is intended for use only during the 2014 Legi sl ative Sessi on.
I, Richard A Young, amthe Actuary for the New York State Teachers'
Retirenment System | am a nenber of the American Acadeny of Actuaries
and | neet the Qualification Standards of the American Acadeny of Actu-
aries to render the actuarial opinion contained herein.



