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STATE OF NEW YORK

4957
2015- 2016 Regul ar Sessi ons
I N ASSEMBLY
February 9, 2015

Introduced by M of A FITZPATRI CK, GRAF, CURRAN, FRI END, MLAUGHLI N,
WALTER, CORW N, QAKS, BLANKENBUSH, HAW.EY, TENNEY -- Milti-Sponsored
by -- M of A CROUCH MDONALD, MKEVITT, PAULIN, TEDI SCO THI ELE - -
read once and referred to the Cormmttee on Governnental Enpl oyees

AN ACT to anend the retirenent and social security law, in relation to
establishing a defined contribution programfor which elected offi-
cials are deenmed mandat ory nenbers

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

Section 1. The retirement and social security law is anended by

adding a new article 22-A to read as foll ows:
ARTI CLE 22- A
DEFI NED CONTRI BUTI ON PROGRAM

SECTI ON 1250. DEFI NI TI ONS.

1251. DEFI NED CONTRI BUTI ON PROGRAMS ESTABLI SHED.

1252. RATES OF CONTRI BUTI ON.

1253. ENROLLMENT.

1254. DEATH BENEFI T.

1255. | NCONSI STENT PROVI SI ONS OF OTHER ACTS SUPERSEDED.

S 1250. DEFI NI TIONS. WHEREVER USED IN THI' S ARTI CLE THE FOLLOW NG TERMS
SHALL HAVE THE FOLLOW NG MEANI NGS:

A. THE TERM "PUBLI C RETI REMENT SYSTEM OF THE STATE" SHALL MEAN THE NEW
YORK STATE AND LOCAL EMPLOYEES' RETI REMENT SYSTEM THE NEW YORK STATE
TEACHERS' RETI REMENT SYSTEM THE NEW YORK STATE AND LOCAL POLI CE AND
FI RE RETI REMENT SYSTEM THE NEW YORK CI TY EMPLOYEES' RETI REMENT SYSTEM
THE NEW YORK CI TY TEACHERS' RETI REMENT SYSTEM THE NEW YORK Cl TY BOARD
OF EDUCATI ON RETI REMENT SYSTEM THE NEW YORK CI TY POLI CE PENSI ON FUND,
AND THE NEW YORK CI TY FI RE PENSI ON FUND.

B. THE TERMS "OPTIONAL MEMBER' AND "OPTI ONAL MEMBERS' MEAN THOSE
EMPLOYEES WHO ARE MEMBERS OF A PUBLI C RETI REMENT SYSTEM OF THE STATE WHO
FI RST BECAVE MEMBERS OF SUCH SYSTEMS ON OR AFTER APRIL FI RST, TWO THOU

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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SAND SIXTEEN AND MAKE AN ELECTION TO JO N THE DEFI NED CONTRI BUTI ON
PROGRAM ESTABLI SHED PURSUANT TO THI S ARTI CLE PURSUANT TO THE PROVI SI ONS
OF SECTI ON TWELVE HUNDRED FI FTY-THREE OF TH S ARTI CLE.

C. THE TERVS " MANDATORY MEMBER' AND " MANDATORY MEMBERS' MEAN THOSE
ELECTED OFFI CI ALS WHO ARE MEMBERS OF A PUBLI C RETI REMENT SYSTEM OF THE
STATE WHO FI RST BECAME MEMBERS OF SUCH SYSTEMS ON OR AFTER APRIL FI RST,
TWO THOUSAND SI XTEEN PURSUANT TO THE PROVISIONS OF SECTION TWELVE
HUNDRED FI FTY- THREE OF TH S ARTI CLE.

D. THE TERMS "PROGRAM PARTI Cl PANT" AND " PROGRAM PARTI Cl PANTS" MEAN
THOSE EMPLOYEES ELECTI NG TO PARTICI PATE |IN THE DEFINED CONTRI BUTI ON
PROGRAM

E. THE TERM "DEFINED CONTRI BUTI ON PROGRAM' MEANS THE RETI REMENT
PROGRAM ESTABLI SHED PURSUANT TO THI S ARTI CLE.

F. THE TERM "WAGES" SHALL MEAN REGULAR COWMPENSATI ON EARNED BY AND PAI D
TO A MEMBER BY A PUBLI C EMPLOYER, EXCEPT THAT THE FOLLOW NG | TEMS SHALL
NOT BE |INCLUDED IN THE DEFI NI TION OF WAGES: (1) OVERTI ME COVPENSATI ON
PAI D UNDER ANY LAW OR PCLI CY UNDER WH CH EMPLOYEES ARE PAID AT A RATE
GREATER THAN THEIR STANDARD RATE FOR ADDI TI ONAL HOURS BEYOND THAT
REQUI RED, | NCLUDI NG SECTI ON ONE HUNDRED THI RTY- FOUR OF THE Cl VIL SERVI CE
LAW AND SECTI ON NI NETY OF THE GENERAL MJUNICIPAL LAW (I11) WAGES IN
EXCESS OF THE ANNUAL SALARY PAID TO THE GOVERNOR PURSUANT TO SECTI ON
THREE OF ARTI CLE FOUR OF THE STATE CONSTI TUTION, (I111) LUWP SUM PAYMENTS
FOR DEFERRED COVPENSATI ON, SI CK LEAVE, ACCUMULATED VACATION OR OTHER
CREDI TS FOR TIME NOT WORKED, (1V) ANY FORM OF TERM NATI ON PAY, AND (V)
ANY ADDI TI ONAL COVPENSATI ON PAI D | N ANTI Cl PATI ON OF RETI REMENT.

S 1251. DEFI NED CONTRI BUTI ON PROGRAMS ESTABLI SHED. THERE 1S HEREBY
ESTABLI SHED A DEFI NED CONTRI BUTI ON PROGRAM W THI N EACH PUBLI C RETI REMENT
SYSTEM OF THE STATE VWH CH SHALL PROVI DE FOR RETI REMENT BENEFI TS FOR OR
ON BEHALF OF PROGRAM PARTI CI PANTS. UNDER SUCH PROGRAM THE STATE, THE
CTY OF NEW YORK AND OTHER PARTI ClI PATI NG EMPLOYERS AND SUCH EMPLOYEES
SHALL CONTRI BUTE, TO THE EXTENT AUTHORI ZED OR REQUI RED, TO SUCH DEFI NED
CONTRI BUTI ON ACCOUNTS. THE PROGRAMS SHALL BE ADM NI STERED BY THE RETI RE-
MENT SYSTEM | N WH CH THE PROGRAM PARTI Cl PANT | S A MEMBER.  EACH PUBLI C
RETI REMENT SYSTEM OF THE STATE IS AUTHORI ZED TO PROMULGATE ALL SUCH
RULES AND REGULATI ONS AS MAY BE NECESSARY OR REQUI RED TO | MPLEMENT THE
DEFI NED CONTRI BUTI ON PROGRAMS ESTABLI SHED PURSUANT TO TH'S ARTI CLE,
I NCLUDI NG SUCH RULES AND REGULATI ONS AS MAY BE NECESSARY TO COMPLY W TH
THE APPLI CABLE PROVI SIONS OF TI TLE TWENTY-SI X OF THE UNI TED STATES CODE
RELATI NG TO DEFI NED CONTRI BUTI ON PLANS AND THEI R QUALI FI CATI ON AND OPER-
ATI ON AND ALL SUCH RULES AND REGULATI ONS AS MAY BE NECESSARY OR REQUI RED
REGARDI NG THE COLLECTI ON OF EMPLOYER AND MEMBER CONTRI BUTI ONS, | NVEST-
MENT OF CONTRI BUTI ONS, W THDRAWALS AND DI STRI BUTI ON OF MEMBER ACCOUNTS,
NOM NATI ON  OF BENEFI CI ARI ES, THE ASSESSMENT AND COLLECTI ON FROM EMPLOY-
ERS OF COSTS AND EXPENSES | NCURRED I N THE ESTABLI SHVENT AND OPERATI ON OF
THE PLAN, AND ALL OTHER MATTERS PERTAI NI NG THERETO. EACH PUBLI C RETI RE-
MENT SYSTEM OF THE STATE |'S AUTHORI ZED TO ENTER | NTO SUCH AGREEMENTS
W TH QUALI FI ED PROVI DERS AS NMAY BE NECESSARY OR DESIRABLE FOR THE
I NVESTMENT OF MEMBER ACCOUNTS AND THE GENERAL ADM NI STRATI ON OF THE
PLAN.

S 1252. RATES OF CONTRIBUTION. A 1. THE EMPLOYER SHALL MAKE A
CONTRI BUTI ON EQUAL TO FOUR PERCENT OF EACH PROGRAM PARTI CI PANT' S WAGES.
SUCH CONTRI BUTI ONS SHALL BE KNOWN AS " BASI C EMPLOYER CONTRI BUTI ONS".

2. THE EMPLOYER SHALL CONTRI BUTE AN AMOUNT EQUAL TO THE CONTRI BUTI ON
MADE BY EACH PROGRAM PARTI CI PANT, PROVI DED HONEVER, THAT SUCH ADDI Tl ONAL
CONTRI BUTI ONS  SHALL NOT EXCEED THREE PERCENT OF EACH PROGRAM PARTI C-
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| PANT' S WAGES. SUCH CONTRI BUTI ONS SHALL BE KNOMWN AS "MATCHI NG EMPLOYER
CONTRI BUTI ONS".

B. IN THE CASE OF ANY PROGRAM PARTI Cl PANTS, EMPLOYEES SHALL BE ALLOWED
TO CONTRI BUTE AN AMOUNT UP TO THE MAXI MUM ALLOWMBLE AMOUNT, | NCLUSI VE OF
BASIC AND MATCHI NG EMPLOYER CONTRI BUTI ONS, PERM TTED BY FEDERAL LAW I N
26 U.S.C. 401 ET SEQ AND THE RULES AND REGULATI ONS OF THE UNI TED STATES
DEPARTMENT OF THE TREASURY PROMULGATED THEREUNDER.

C. NO CONTRI BUTI ONS PURSUANT TO SUBDI VI SION A OF THI S SECTI ON SHALL BE
MADE BY THE EMPLOYER UNTI L THE PROGRAM PARTI Cl PANT COVPLETES ONE YEAR OF
SERVI CE AND CONTI NUES | N SERVI CE THEREAFTER. AT THE END OF A PROGRAM
PARTICIPANT'S INITIAL YEAR OF SERVICE, A SINGLE CONTRI BUTI ON I N AN
AMOUNT DETERM NED PURSUANT TO SUBDI VI SION A OF THI'S SECTI ON, W TH | NTER-
EST AT THE RATE OF FOUR PER CENTUM PER ANNUM SHALL BE MADE BY THE
EMPLOYER, ON BEHALF OF SUCH PROGRAM PARTI Cl PANT CONTI NUED | N SERVI CE.

S 1253. ENRCLLMENT. A. EMPLOYEES WHO FI RST BECOVE MEMBERS OF A PUBLIC
RETI REMENT SYSTEM OF THE STATE ON OR AFTER APRIL FI RST, TWD THOUSAND
SI XTEEN, W THI N TH RTY DAYS OF H'S OR HER ENTRY | NTO SERVI CE, SHALL HAVE
THE ABI LI TY TO ELECT THE DEFI NED CONTRI BUTI ON PROGRAM ESTABLI SHED PURSU-
ANT TO THI S ARTI CLE. SUCH ELECTI ON SHALL BE IN WRI TING  SHALL BE DULY
EXECUTED AND FILED W TH THE RETI REMENT SYSTEM OF WHHCH HE OR SHE | S A
MEMBER AND SHALL BE | RREVOCABLE AS LONG AS SUCH PERSON IS A MEMBER OF A
PUBLI C RETI REMENT SYSTEM OF THE STATE. ALL ELI d BLE EMPLOYEES WHO ELECT
THE DEFI NED CONTRI BUTI ON PROGRAM SHALL NOT ACCRUE CREDI TED SERVICE FOR
ANY PURPOSE UNDER ANY OTHER ARTI CLE OF THI S CHAPTER OR ANY OTHER APPLI -
CABLE LAW

B. ALL PROGRAM PARTICI PANTS ENROLLED IN THE DEFINED CONTRI BUTI ON
PROGRAM SHALL NOT ACCRUE CREDI TED SERVI CE TO BE USED FOR ANY PURPCSE
UNDER ANY OTHER ARTI CLE OF THI S CHAPTER OR ANY OTHER APPLI CABLE LAW

C. ANY ELECTED OFFI Cl AL OR ELECTED OFFI Cl ALS WHO FI RST BECOVE MEMBERS
OF A PUBLI C RETI REMENT SYSTEM OF THE STATE ON OR AFTER APRI L FI RST, TWO
THOUSAND S| XTEEN, SHALL BE A MANDATORY MEMBER OR MANDATORY MEMBERS,
REQUI RED TO PARTI Cl PATE | N THE DEFI NED CONTRI BUTI ON PROGRAM ESTABLI SHED
PURSUANT TO THI S ARTI CLE. FOR ALL SUCH ELECTED OFFICIALS THE DEFINED
CONTRI BUTI ON  PROGRAM SHALL NOT ACCRUE CREDI TED SERVI CE FOR ANY PURPGCSE
UNDER ANY OTHER ARTI CLE OF THI S CHAPTER OR ANY OTHER APPLI CABLE LAW

S 1254. DEATH BENEFIT. A, PROGRAM PARTI CI PANTS SHALL RECEIVE THE
FOLLOW NG FI NANCI AL PROTECTI ON | N THE EVENT OF DEATH I N SERVI CE: A BENE-
FIT UPON THE DEATH OF A MEMBER I N SERVI CE EQUAL TO THE MEMBER S SALARY
UPON H'S OR HER COWPLETI ON OF ONE YEAR OF SERVICE, TWO YEARS = SALARY
UPON COWLETION OF TWO YEARS OF SERVI CE, AND THREE YEARS SALARY UPON
COWPLETI ON OF THREE YEARS OF SERVI CE.

B. FOR THE PURPOSES OF THI S SECTI ON:

1. THE DEATH BENEFI T PAYABLE SHALL BE IN LIEU OF THE PAYMENT OF THE
BASI C EMPLOYER CONTRI BUTI ONS AND MATCH NG EMPLOYER CONTRI BUTI ONS MADE
PURSUANT TO THI S ARTI CLE, BUT SHALL NOT BE LESS THAN THE VALUE OF SUCH
CONTRI BUTI ONS AND

2. THE VALUE OF THE EMPLOYEE CONTRI BUTI ONS SHALL BE PAYABLE | N ADDI -
TION TO THE DEATH BENEFI T PAYABLE PURSUANT TO THI S SECTI ON.

S 1255. | NCONSI STENT PROVI SI ONS OF OTHER ACTS SUPERSEDED. | NSOFAR AS
THE PROVISIONS OF THI' S ARTI CLE ARE | NCONSI STENT W TH THE PROVI SI ONS OF
ANY OTHER ACT, GENERAL OR SPECI AL, THE PROVI SIONS OF THI S ARTI CLE SHALL
BE CONTROLLI NG

S 2. This act shall take effect April 1, 2015.

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

This bill would provide new nenbers who first join public retirenent
systens in New York State on or after April 1, 2016 the option to becone
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covered under the provisions of a new defined contribution plan in lieu
of the defined benefit plan. This plan woul d be nandatory for el ected
officials who first join public retirenent systenms in New York State on
or after April 1, 2016. Pursuant to Chapter 18 of the Laws of 2012,
participation is optional in a defined contribution plan for non-union
enpl oyees hired on or after July 1, 2013 whose salary is $75, 000 or
hi gher .

The proposal does not appear to provide sufficient tinme for the
provisions to be inplenented by April 1, 2016.

Insofar as this bill would affect the New York State and Local Enpl oy-
ees Retirenment System (ERS) and the New York State and Local Police and
Fire Retirenent System (PFRS), the significant design changes to the
defi ned benefit plan include:

1. Mandatory enpl oyer contributions of 4% of wages.

2. Matching enployer contributions for voluntary enployee contrib-
utions of up to 3% of wages.

3. Enpl oyee and enpl oyer contributions are subject to limts in Feder-
al Law.

4. A death benefit equal to

-the nenber's salary after conpletion of one year of service,

-two year's salary after conpletion of two year's service, and

-three year's salary after conpletion of three year's service,

reduced by the enployer contributions already nade to the enployee's
defined contribution account.

5. There is no disability benefit.

6. Menbers may opt out of the defined contribution plan once they have
opted in.

7. The defined contribution plan is to be adm nistered by the New York
State and Local Retirenent System which nmay enter into agreenents with
qual i fied providers for investnment of nenber accounts and general adm n-
istration of the plan.

Assum ng that enpl oyees contribute 3% or nore to maxi m ze the enpl oyer
mat ch, the long term expected total annual enployer contribution rate
for all nmenbers who choose the defined contribution plan (includes the
deat h benefit and the ongoing adm nistrative rate) woul d be approxi mat e-
ly 7.7% of payroll.

There woul d also be additional NYSLRS admnistrative expenses to
establish the new defined contribution plan. Such expenses woul d i ncl ude
|l egal costs to draft and subnmit plan docunents for review by the Inter-
nal Revenue Service, drafting and pronulgating such rules and regu-
lations as nay be necessary or required to inplenment the defined
contribution program entering into general agreenments wth qualified
providers for the investnent of nenber accounts and general adm nis-
tration of the plan, inform ng enployers and new nmenbers of the new pl an
provi sions, and establishing the DC death benefit. These establishnent
expenses are currently estimated at $3 to 10 mlli on.

Additionally, the state and participating enployers will incur costs
to nodify their payroll systems and procedures in order to collect
enpl oyee contributions and remt them along with nmandatory enpl oyer
contributions shortly after each payroll. Such costs are estimated to
be $1 mllion for changes to the state payroll systemrelated to the
defined benefit and defined contribution plans. Remittance of enployer
contributions on a payroll schedule, rather than annually under the
defined benefit plan, will affect enployers' cash nanagenent. It also
seens extrenely unlikely that such a plan could be inplenented by Apri
1, 2016. Further, the bill contains no appropriation to support the
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additional payroll admnistrative expense to the Ofice of the State
Conmptroller or the inplenmentation and ongoi ng expenses of NYSLRS rel at ed
to the new pl an.

In addition, enployees will incur managenent and investnent expenses
for their defined contribution accounts estimted to average 0.5% of the
account bal ance annual ly.

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, 2014 actuarial val u-
ation. Distributions and other statistics can be found in the 2014
Report of the Actuary and the 2014 Conprehensive Annual Financia
Report.

The actuarial assunptions and net hods used are described in the 2010,
2011, 2012, 2013 and 2014 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, 2014
New York State and Local Retirenment System Financial Statenents and
Suppl emrent 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 January 20, 2015, and intended for wuse only
during the 2015 Legislative Session, if Fiscal Note No. 2015-37,
prepared by the Actuary for the ERS and PFRS



