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STATE OF NEW YORK

2898--A
2015- 2016 Regul ar Sessi ons
I N SENATE
January 30, 2015

Introduced by Sen. LATIMER -- read twi ce and ordered printed, and when
printed to be committed to the Conmittee on Civil Service and Pensions
-- recommitted to the Committee on Civil Service and Pensions in
accordance with Senate Rule 6, sec. 8 -- commttee discharged, bill
anmended, ordered reprinted as anmended and recommitted to said commt-
tee

AN ACT to anend the retirenent and social security law, in relation to
establishing a defined contribution plan

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 618 to read as foll ows:

S 618. DEFI NED CONTRI BUTI ON PLAN. 1. THE DEFI NED CONTRI BUTI ON PLAN | S
HEREBY ESTABLI SHED. THE COVPTROLLER SHALL ADOPT RULES AND REGULATI ONS
REGARDI NG THE STANDARDS AND REQUI REMENTS OF THE DEFI NED CONTRI BUTI ON
PLAN ESTABLI SHED PURSUANT TO THI S SECTI ON, | NCLUDI NG SELECTI ON OF FI NAN-
Cl AL ORGANI ZATI ONS FOR | NVESTMENT PURPCSES.

2. A NOTW THSTANDI NG ANY OTHER PROVISION OF LAW THE DEFI NED
CONTRI BUTION PLAN SHALL BE ESTABLISHED FOR ALL NON-CIVIL SERVICE
APPO NTED EMPLOYEES AND ELECTED OFFI Cl ALS EMPLOYED BY THE STATE OF NEW
YORK OR ANY PUBLI C EMPLOYER WHI CH HAS ELECTED TO PARTI Cl PATE | N THE NEW
YORK STATE AND LOCAL EMPLOYEES' RETI REMENT SYSTEM

B. THE COWTROLLER SHALL ENTER | NTO WRI TTEN AGREEMENTS WTH ONE OR
MORE FI NANCI AL ORGANI ZATI ONS TO ADM NI STER THE DEFI NED CONTRI BUTI ON PLAN
FOR MEMBERS AND TO | NVEST FUNDS HELD PURSUANT TO SUCH PLAN.

C. THE RULES AND REGULATIONS PROMULGATED BY THE COVWPTROLLER SHALL
ESTABLI SH STANDARDS FOR THE SELECTION OF FINANCI AL ORGANI ZATI ONS,
AUTHORI ZED TO DO BUSI NESS I N THI S STATE, TO PARTI Cl PATE I N SUCH PLANS,
| NCLUDI NG BUT NOT LIMTED TO, THE FOLLONNG CRITERIA: (1) RATES OF
COW SSI ON, BROKERAGE AND OTHER FEES, ADM NI STRATIVE EXPENSES AND
RELATED SERVI CE CHARGES | MPOSED BY THE FINANCI AL ORGANI ZATION, (I1)

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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VARI ETY OF TYPES OF | NVESTMENT OPPORTUNI TI ES OFFERED BY THE FI NANCI AL
ORGANI ZATI ON AND/ OR AMONG THE FI NANCI AL ORGANI ZATI ONS SELECTED AND THE
ABI LI TY TO TRANSFER AMONG SUCH OPPORTUNI TIES; (I11) THE STABILITY OF THE
FI NANCI AL ORGANI ZATI ON  AS EVI DENCED BY EXPERI ENCE, REPUTATI ON, ASSETS
AND HOLDI NGS, ABILITY TO GUARANTEE SPECI FI C RATES OF RETURN;, (1V) ABILI-
TY TO COWPLY W TH REPORTI NG REQUI REMENTS TO THE COWTROLLER AND TO
PARTI Cl PANTS IN SUCH A PLAN; AND (V) SUCH OTHER FACTORS WHI CH WOULD BE
CONS| DERED BY A PRUDENT | NVESTOR | N SUCH A PLAN.

D. THE PRESI DENT OF THE STATE ClVIL SERVI CE COW SSI ON, SUBJECT TO THE
RULES AND REGULATI ONS OF THE COWTROLLER, SHALL PROVI DE ASSI STANCE TO
ANY PUBLI C EMPLOYER AS | S APPROPRI ATE TO THE PROVI SIONS OF THI S SECTI ON

3. A PUBLIC EMPLOYER SHALL CONTRI BUTE THREE PERCENT OF SUCH AFFECTED
EMPLOYEE' S ANNUAL SALARY TOMRDS SUCH DEFINED CONTRI BUTION PLAN. ALL
NON- Cl VI L SERVI CE APPO NTED EMPLOYEES AND ELECTED OFFI Cl ALS ARE REQUI RED
TO CONTRI BUTE THREE PERCENT OF THEI R SALARY TOWMARDS THE DEFI NED CONTRI B-
UTI ON  PLAN. SUCH EMPLOYEES MAY CONTRI BUTE UP TO ONE HUNDRED PERCENT,
NOT TO EXCEED S| XTEEN THOUSAND FI VE HUNDRED DOLLARS OF H' S OR HER SALARY
TOMRDS THE DEFI NED CONTRI BUTI ON PLAN.

4. THE TERM "FINANCI AL ORGANI ZATI ON' SHALL MEAN AN ORGANI ZATI ON
AUTHORI ZED TO DO BUSI NESS | N THE STATE OF NEW YORK AND (A) WHICH IS AN
AUTHORI ZED FI DUCI ARY TO ACT AS A TRUSTEE PURSUANT TO THE PROVI SIONS OF
AN ACT OF CONGRESS ENTI TLED "EMPLOYEE RETI REMENT | NCOVE SECURI TY ACT OF
1974" AS SUCH PROVI SI ONS MAY BE AMENDED FROM TI ME TO TI ME, OR AN | NSUR-
ANCE COWPANY; AND (B) (1) IS LI CENSED OR CHARTERED BY THE DEPARTMENT OF
FI NANCI AL SERVICES; (Il1) IS CHARTERED BY AN AGENCY OF THE FEDERAL
GOVERNMENT;  (I11) IS SUBJECT TO THE JURI SDI CTI ON AND REGULATI ON OF THE
SECURI TI ES AND EXCHANGE COWM SSI ON OF THE FEDERAL GOVERNMENT; OR (1V) IS
ANY OTHER ENTI TY OTHERW SE AUTHORI ZED TO ACT IN THI S STATE AS A TRUSTEE
PURSUANT TO THE PROVISIONS OF AN ACT OF CONGRESS ENTI TLED " EMPLOYEE
RETI REMENT | NCOVE SECURI TY ACT OF 1974" AS SUCH PROVISIONS MAY BE
AVENDED FROM TI ME TO TI ME.

5. THE CURRENT RETIREMENT PLANS FOR NON-CIVIL SERVICE APPO NTED
EMPLOYEES AND ELECTED OFFI Cl ALS SHALL BE FROZEN AS OF THE EFFECTI VE DATE
OF THI'S SECTI ON. NON-Cl VIL SERVI CE APPO NTED EMPLOYEES AND ELECTED OFFI -
Cl ALS SHALL NO LONGER CONTRIBUTE TO THEIR CURRENT RETI REMENT PLAN,
HOWEVER, SUCH PERSONS SHALL RECElI VE THE BENEFI TS THEY HAVE ACCRUED UP TO
THE EFFECTI VE DATE OF THI S SECTI ON UPON RETI REMENT. THE MEMBERSH P OF A
NON-ClVIL SERVICE APPO NTED EMPLOYEE OR ELECTED OFFI Cl AL | N ANY STATE
RETI REMENT SYSTEM SHALL REMAI N OPEN | F HE OR SHE BECOVES A MEMBER OF THE
DEFI NED CONTRI BUTI ON PLAN.

S 2. This act shall take effect on the first of the fiscal year next
succeedi ng the date on which it shall have becone a | aw. Effective imre-
di ately, the addition, amendnment and/or repeal of any rule or regulation
necessary for the inplenentation of this act on its effective date are
authori zed and directed to be made and conpleted on or before such
effective date.

FI SCAL NOTE. -- Pursuant to Legislative Law, Section 50:
This bill would require a change in the retirenent plan coverage for
current and future elected officials and non-civil service appointees

who are enployed by the State of New York or any public enployer which
participates in the New York State and Local Enployees' Retirenent
System (NYS&LERS). Affected enployees and their enployers would be
required to contribute 3% of annual conpensation to a defined contrib-
ution plan. The Conptroller shall select one or nore financial organiza-
tions to admnister the plan and to invest the funds held pursuant to
such pl an.
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This legislation would freeze the benefit accruals of current elected
officials and non-civil service appointees as of the effective date. If
this beconmes law, this bill is likely to face a constitutional chall enge
based upon the guarantee that a nmenber's benefits may not be di m ni shed.

If this bill is enacted, relatively few nenbers woul d be affected.

The state and participating enployers will incur costs to nodify their
payroll systens and procedures in order to collect enployee contrib-
utions and remt them along with nmandatory enpl oyer contributions short-
|y after each payroll. Remttance of enployer contributions on a payrol
schedul e, rather than annually under the defined benefit plan, wll
affect enployers' cash managenent. Further, the bill contains no appro-
priation to support the additional payroll adm nistrative expense to the
Ofice of the State Conptroller or the inplenentation and ongoing
expenses of NYSLRS related 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, 2015 actuarial val u-
ation. Distributions and other statistics can be found in the 2015
Report of the Actuary and the 2015 Conprehensive Annual Financia
Report.

The actuarial assunptions and net hods used are described in the 2015
Annual Report to the Conptroller on Actuarial Assunptions, and the Codes
Rul es and Regul ations of the State of New York: Audit and Control.

The Market Assets and GASB Di scl osures are found in the March 31, 2015
New York State and Local Retirenment System Financial Statenments 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 January 26, 2016, and intended for wuse only
during the 2016 Legislative Session is Fiscal Note No. 2016-40, prepared
by the Actuary for the New York State and Local Retirenment System



