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STATE OF NEW YORK

2384

2017- 2018 Regul ar Sessi ons

| N ASSEMBLY

January 19, 2017

Introduced by M of A ABBATE -- (at request of the State Conptroller)
-- read once and referred to the Commttee on Governnental Enpl oyees

AN ACT to anmend the retirenent and social security law, in relation to
the definition of graded contribution rate for the purposes of cal cu-
| ating an enpl oyer's contributions

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Paragraphs 5, 7 and 10 of subdivision a of section 19-a of
the retirenent and social security law, as anmended by section 2 of part
BB of chapter 57 of the | aws of 2013, are anended and a new paragraph 13
is added to read as foll ows:

(5 "Enployer's average actuarial contribution rate" for a given
fiscal year shall mean an enployer's actuarial contribution for such
fiscal year divided by the enployer's [p+ojected] payroll for the [sare]

previ ous fiscal year.
(7) "Enployer's graded contribution" for a given fiscal year shal

mean the anmount determ ned by applying the [systes] enployer's graded
contribution rate or the alternative system graded contribution rate for
such fiscal vyear to an enployer's [p+oejested] payroll for the [sase]
previous fiscal year.

(10) "System average actuarial contribution rate" for a given fisca
year shall mean the sumof all enployers' actuarial contributions for
such fiscal year divided by the sum of all enployers' |[projescted]
payroll for the [same] previous fiscal year.

(13) "Enployer's graded contribution rate" for a given fiscal year
shall nean (i) the system graded contribution rate for such fiscal year
or (ii) inthe case of an individual enployer for which a graded
contribution rate has been determ ned pursuant to paragraph three of
subdivision ¢ of this section, the graded contribution rate for the
i ndi vidual enployer for such fiscal year

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
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§ 2. Subdivision c of section 19-a of the retirement and social secu-
rity law is anended by adding a new paragraph 3 to read as foll ows:

(3) The conptroller shall deternine a graded contribution rate for
i ndi vi dual enployers as provided in this paragraph. The graded contrib-
ution rate for an individual enployer is the product of the system s
graded contribution rate with the ratio of the enployer's average actu-
arial contribution rate to the systemis average actuarial contribution
rate, not to exceed one hundred percent of the systenis graded contrib-
ution rate.

8§ 3. Paragraph 1 and the opening paragraph of paragraph 2 of subdivi-
sion d of section 19-a of the retirenent and social security law, para-
graph 1 as anended by section 1 of part Z of chapter 54 of the |l aws of
2016 and t he openi ng paragraph of paragraph 2 as anmended by section 2 of
part BB of chapter 57 of the laws of 2013, are anended to read as
fol | ows:

(1) For any given fiscal year for which an enpl oyer's average actuari -
al contribution rate exceeds the [systen] enployer graded contribution
rate, the enployer shall pay to the retirement system an anount equal to

the enployer's annual bill for such year or, in lieu of paying the
entire annual bill, the enployer nay pay an anount equal to the enploy-
er's annual bill less all or a portion of the enployer's anmount eligible

for anortization for the fiscal year. If in accordance with this para-
graph the enployer's paynment to the retirement systemis less than the
entire anount of the enployer's annual bill, then the difference between
the enployer's annual bill, and the ampbunt actually paid by the enployer
to the retirement systemexclusive of any anount from the enployer
contribution reserve fund applied to reduce the enployer's paynent,
shall be the anmount anortized for the fiscal year. The anount anortized
for the fiscal year shall be paid to the retirenent systemin equa
annual installments over a ten-year period, with interest on the wunpaid
balance at a rate determned by the conptroller which approxi mates a
mar ket rate of return on taxable fixed rate securities wth simlar
terns issued by conparable issuers, and with the first installnment due
in the imediately succeeding fiscal year. Provided however that,
notw thstanding any provision of Ilawto the contrary and at the sole
discretion of the director of the division of the budget, the state as
an anortizing enployer may prepay to the retirement systemthe tota
anmount of principal due for any such annual installnment or installnents
for a given fiscal year prior to the expiration of the ten-year anorti-
zation period. In the event the state elects to meke such prepaynent,
the director of the division of budget nust identify the fiscal year or
years for which the total principal anmount due for the annual install-
ment is being prepaid. In any fiscal year for which the director of the
di vision of the budget identifies such prepaynent is being nade, the
state (i) shall not be required to nake a paynent of principal to the
retirenent systemfor such fiscal year, and (ii) shall pay to the
retirenment system annual interest on the remaining principal balance at
the rate originally set by the conptroller when the state first elected
to anortize in accordance with this paragraph. Nothing contained herein
shall permt the state to extend the anortization period originally
established in accordance with this paragraph beyond the original ten-
year anortization period.

For any given fiscal year for which the [systens] enployer graded
contribution rate equals or exceeds an anortizing enployer's average
actuarial contribution rate, the anmortizing enployer shall pay to the
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retirenent system an amount equal to the enployer's annual bill for such
year plus the enployer's graded paynment for the fiscal year

8 4. Paragraphs 2 and 3 of subdivision e of section 19-a of the
retirenent and social security law, as anmended by section 2 of part BB
of chapter 57 of the laws of 2013, are anended to read as follows:

(2) For any given fiscal year for which (i) the system actuari al
contribution rate exceeds nine and one-hal f percent of payroll as of the
end of the previous fiscal year, and (ii) an enployer's average actuari -
al contribution rate exceeds the system graded contribution rate or the
alternative systemgraded contribution rate, the balance in the enploy-
er's account within such fund shall be applied to reduce the enployer's
paynment to the retirenent systemfor such fiscal year in an anmpunt not
to exceed the difference between the enployer's actuarial contribution
and the enpl oyer's graded contribution for the fiscal year.

(3) Notwithstanding the provisions of paragraph two of this subdivi-
sion, if at the close of any given fiscal year the bal ance of an enpl oy-
er's account within the fund exceeds one hundred percent of the enploy-
er's payroll for [sueh] the previous fiscal year, the excess shall be
applied to reduce the enployer's paynent to the retirenent system for
t he next succeeding fiscal year.

8 5. Paragraphs 5, 7 and 11 of subdivision a of section 319-a of the
retirenent and social security law, as anended by section 3 of part BB
of chapter 57 of the laws of 2013, are anended to read as foll ows:

(5 "Enployer's average actuarial contribution rate" for a given
fiscal year shall nmean an enployer's actuarial <contribution for such
fiscal year divided by the enployer's [p+ojected] payroll for the [sane]
previ ous fiscal year.

(7) "Enployer's graded contribution' for a given fiscal year shal
mean the anmount determ ned by applying the enployer's graded contrib-
ution rate or the alternative anortizing enployer's graded contribution
rate for such fiscal year to an enployer's [p+ojected] payroll for the
[ same] previous fiscal year.

(11) "System average actuarial contribution rate" for a given fisca
year shall mean the sum of all enployers' actuarial contributions for
such fiscal vyear, divided by the sumof all enployers' [projescted]
payroll for the [same] previous fiscal year.

8 6. Paragraph 3 of subdivision c of section 319-a of the retirenent
and social security law, as amended by section 3 of part BB of chapter
57 of the laws of 2013, is anended to read as foll ows:

(3) The conptroller shall determne a graded contribution rate for
i ndi vi dual enpl oyers as provided in this paragraph. The graded contrib-
ution rate for an individual enployer is the product of the system s
graded contribution rate with the ratio of the enployer's average actu-
arial contribution rate to the systemi s average actuarial contribution
rate, not to exceed one hundred percent of the systemis graded contrib-

ution rate.
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8 7. The opening paragraph of paragraph 2 of subdivision d of section
319-a of the retirement and social security |law, as amended by section 3
of part BB of chapter 57 of the laws of 2013, is anended to read as
fol | ows:

For any given fiscal vyear for which the [systenl enployer graded
contribution rate equals or exceeds an anortizing enployer's average
actuarial contribution rate, the anortizing enployer shall pay to the
retirenent system an amount equal to the enployer's annual bill for such
year plus the enployer's graded paynent for the fiscal year

8§ 8. Paragraphs 2 and 3 of subdivision e of section 319-a of the
retirenent and social security |law, as amended by section 3 of part BB
of chapter 57 of the laws of 2013, are anmended to read as foll ows:

(2) For any given fiscal year for which (i) the system actuari al
contribution rate exceeds seventeen and one-half percent of payroll as
of the end of the previous fiscal year, and (ii) for which an enployer's
average actuarial contribution rate exceeds the graded contribution rate
or the alternative systemgraded contribution rate, the balance in the
enpl oyer's account within such fund shall be applied to reduce the
enpl oyer's paynent to the retirenment systemfor such fiscal year in an
amount not to exceed the difference between the enployer's actuari al
contribution and the enployer's graded contribution for the fiscal year.

(3) Notwi thstandi ng the provisions of paragraph two of this subdivi-
sion, if at the close of any given fiscal year the bal ance of an enploy-
er's account within the fund exceeds one hundred percent of the enploy-
er's payroll for [sueh] the previous fiscal year, the excess shall be
applied to reduce the enployer's paynent to the retirenent system for
t he next succeeding fiscal year.

8§ 9. This act shall take effect immediately.

FI SCAL NOTE. This bill would anend Section 19-a and Section 319-a of
the Retirement and Social Security Law as it pertains to enployer bills
of the New York State and Local Police and Fire Retirement System

(PFRS) .

This bill nodifies the calculation of the graded rate for those ERS
and PFRS enpl oyers who participate in the programwhich allows them to
anortize a portion of their bill with their respective Retirenent System

when enployer contribution rates rise above the enployer's graded rate.
If they do this, then when rates are falling bel ow the enployer's graded
rate and they have paid off all outstanding anortizations, the enployer
will be required to pay additional nmonies into a reserve fund that wll
be used when enpl oyer contribution rates begin to rise in the future.

Currently the graded rate which is used for each enployer in the ERS
is the systemgraded rate. In PFRS the graded rate is either 50% 75% or
100% of the systemgrade rate. This bill will nodify the graded rate to
be the product of the system s graded contribution rate with the ratio
of the enployer's average contribution rate to the system s average
contribution rate, but to never exceed the system s graded contribution
rate.

In addition, this bill nakes the necessary technical corrections to
accomodat e t he changed due to Chapter 94 of the Laws of 2015, which
requires billing rates to be applied to salaries as of the end of the

previous fiscal year instead of the year in which contributions are
nmade.
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If this bill is enacted, we estimate that there would be a smal
adm ni strative cost to the systemto revise the current billing and
busi ness conmuni cati on processes.

The nenbership data used in neasuring the inpact of the proposed
change was the sane as that used in the March 31, 2016 actuarial valu-

ation. Distributions and other statistics can be found in the 2016
Report of the Actuary and the 2016 Conprehensive Annual Financial
Report.

The actuarial assunptions and methods used are described in the 2015
and 2016 Annual Report to the Conptroller on Actuarial Assunptions, and
the Codes Rules and Regulations of the State of New York: Audit and
Contr ol

The Market Assets and GASB Di scl osures are found in the March 31, 2016
New York State and Local Retirenent System Financial Statenments and
Suppl enentary | nformation

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

This estimate, dated January 9, 2017 and intended for use only during
the 2017 Legislative Session, is Fiscal Note No. 2017-10, prepared by
the Actuary for the New York State and Local Retirement System



