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STATE OF NEW YORK

9577

| N ASSEMBLY

March 16, 2022

Introduced by M of A FITZPATRICK -- Milti-Sponsored by -- M of A
BLANKENBUSH, Di PI ETRO, FRI END, HAWEY, TAGUE -- read once and referred
to the Committee on Governnental Enployees

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

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

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

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

Section 1250. Definitions.

1251. Defined contribution prograns established.

1252. Rates of contribution.

1253. Enrollnent.

1254. Death benefit.

1255. Inconsistent provisions of other acts superseded.

8 1250. Definitions. Wierever used in this article the following terns
shall have the foll ow ng neanings:

a. The term"public retirenent systemof the state" shall nean the New
York state and | ocal enployees' retirenent system the New York state
teachers' retirenent system the New York state and |ocal police and
fire retirenent system the New York city enployees' retirenent system
the New York city teachers' retirenent system the New York city board
of education retirenent system the New York city police pension fund,
and the New York city fire pension fund.

b. The terns "optional nenber" and "optional nenbers" nean those
enpl oyees who are nenbers of a public retirenent systemof the state who
first becane nenbers of such systens on or after April first, two thou-
sand twenty-three and nake an election to join the defined contribution
program establi shed pursuant to this article pursuant to the provisions
of section twelve hundred fifty-three of this article.

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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C. The terns "nandatory nenber" and "mandat ory nenbers" nean those
elected officials who are nenbers of a public retirenent system of the
state who first becane nenbers of such systens on or after April first,
two thousand twenty-three pursuant to the provisions of section twelve
hundred fifty-three of this article.

d. The terns "program participant" and "program participants" nean
those enployees electing to participate in the defined contribution
program.

e. The term "defined contribution progrant neans the retirenent
program established pursuant to this article.

f. The term "wages" shall nean reqular conpensation earned by and paid
to a nmenber by a public enployer, except that the following itens shal
not be included in the definition of wages: (i) overtine conpensation
paid under any |law or policy under which enployees are paid at a rate
greater than their standard rate for additional hours beyond that
required, including section one hundred thirty-four of the civil service
law and section ninety of the general nunicipal law (ii) wages in
excess of the annual salary paid to the governor pursuant to section
three of article four of the state constitution, (iii) lunp sum paynents
for deferred conpensation, sick leave, accunulated vacation or other
credits for tinme not worked, (iv) any formof termination pay, and (v)
any additional conpensation paid in anticipation of retirenent.

8§ 1251. Defined contribution prograns established. There is hereby
established a defined contribution programw thin each public retirenent
system of the state which shall provide for retirenent benefits for or
on behalf of programparticipants. Under such program the state, the
city of New York and other participating enployers and such enpl oyees
shall contribute, to the extent authorized or required, to such defined
contribution accounts. The prograns shall be adm nistered by the retire-
nent system in which the programparticipant is a nenber. Each public
retirement systemof the state is authorized to promulgate all such
rules and regulations as may be necessary or required to inplenent the
defined contribution prograns established pursuant to this article,
including such rules and regulations as nmay be necessary to conply with
the applicable provisions of title twenty-six of the United States Code
relating to defined contribution plans and their qualification and oper-
ation and all such rules and regulations as may be necessary or required
regarding the collection of enployer and nenber contributions, invest-
nent of contributions, withdrawals and distribution of nenber accounts,
nom nation of beneficiaries, the assessnent and collection from enpl oy-
ers of costs and expenses incurred in the establishnment and operation of
the plan, and all other matters pertaining thereto. Each public retire-
nent system of the state is authorized to enter into such agreenents
with qualified providers as may be necessary or desirable for the
investment of nenber accounts and the general administration of the
pl an.

8§ 1252. Rates of contribution. a. 1. The enployer shall make a
contribution equal to four percent of each program participant's wages.

Such contributions shall be known as "basic enployer contributions".
2. The enployer shall contribute an anpunt equal to the contribution

nade by each program participant, provided however, that such additiona
contributions shall not exceed three percent of each programpartic-
ipant's wages. Such contributions shall be known as "nmatching enployer
contributions".

b. In the case of any program participants, enployees shall be all owed
to contribute an anmount up to the maxi mum all owabl e anpunt, inclusive of
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basic and natching enployer contributions, pernmitted by federal law in
26 U.S.C. 401 et seq. and the rules and regulations of the United States

departnent of the treasury pronul gated thereunder

c. No contributions pursuant to subdivision a of this section shall be
nade by the enployer until the program participant conpletes one year of
service and continues in service thereafter. At the end of a program
participant's initial year of service. a single contribution in an
anpbunt determ ned pursuant to subdivision a of this section, with inter-
est at the rate of four per centumper annum shall be made by the
enpl oyer, on behalf of such program participant continued in service.

8 1253. Enrollnent. a. Enployees who first becone nenbers of a public
retirement systemof the state on or after April first, two thousand
twenty-three, within thirty days of his or her entry into service, shal
have the ability to elect the defined contribution program established
pursuant to this article. Such election shall be in witing, shall be
duly executed and filed with the retirenment system of which he or she is
a nenber and shall be irrevocable as long as such person is a nenber of
a public retirenent systemof the state. Al eligible enployees who
elect the defined contribution programshall not accrue credited service
for any purpose under any other article of this chapter or any other
applicable | aw

b. All program participants enrolled in the defined contribution
program shall not accrue credited service to be used for any purpose
under any other article of this chapter or any other applicable |aw

c. Any elected official or elected officials who first becone nenbers
of a public retirenent systemof the state on or after April first, two
thousand twenty-three, shall be a mandatory nenber or nmandatory nenbers,
required to participate in the defined contribution program established
pursuant to this article. For all such elected officials the defined
contribution programshall not accrue credited service for any purpose
under any other article of this chapter or any other applicable |aw

8 1254. Death benefit. a. Program participants shall receive the
following financial protection in the event of death in service: a bene-
fit upon the death of a nenber in service equal to the nenber's salary
upon his or her conpletion of one year of service, tw years' salary
upon conpletion of two years of service, and three vyears' salary upon
conpletion of three years of service.

b. For the purposes of this section:

1. the death benefit payable shall be in lieu of the paynent of the
basi ¢ enpl oyer contributions and matching enployer contributions nade
pursuant to this article, but shall not be less than the value of such
contributions and

2. the value of the enployee contributions shall be payable in addi-
tion to the death benefit payable pursuant to this section.

8 1255. lInconsistent provisions of other acts superseded. Insofar as
the provisions of this article are inconsistent with the provisions of
any other act, general or special, the provisions of this article shal
be controlling

8§ 2. This act shall take effect April 1, 2023.

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

This bill would provide new nmenbers who first join public retirenent
systenms in New York State on or after April 1, 2023 the option to becone
covered wunder the provisions of a new defined contribution plan in lieu
of the defined benefit plan. This plan would be nandatory for elected
officials who first join public retirenent systens in New York State on
or after April 1, 2023. Pursuant to Chapter 18 of the Laws of 2012,
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participation currently is optional in a defined contribution plan for
non-uni on enpl oyees hired on or after July 1, 2013 whose salary is
$75, 000 or higher.

Insofar as this bill affects the New York State and Local Enpl oyees
Retirement System and the New York State and Local Police and Fire
Retirement System the significant design features of the defined
contribution plan include the foll ow ng:

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 accunul ated val ue of enpl oyee contri b-
utions, plus

a) the menber's salary after conpletion of one year of service,

b) two years' salary after conpletion of two years of service

c) three years' salary after conpletion of three years of service

d if Jlarger, the accunmulated value of all enployer contributions
previously nade to the nenber's defined contribution account.

5. There is no disability benefit.

6. Menbers nmay not opt out of the defined contribution plan once they
have opted in.

7. The defined contribution plan is to be adninistered by the New York
State and Local Retirenment System (NYSLRS), which nmay enter into agree-
ments with qualified providers for investnent of nenber accounts and
general adm nistration of the plan.

Assumi ng that enpl oyees contribute 3% or nore to naxim ze the enpl oyer
match, the Jlong-term expected total annual enployer contribution rate
for all menbers who choose the defined contribution plan (includes the
death benefit and the ongoing adm nistrative rate) woul d be approxi nate-
ly 7. 7% of payroll

There would also be additional NYSLRS administrative expenses to
establish the new defined contribution plan. Such expenses woul d i ncl ude
| egal costs to draft and submit plan docunents for review by the Inter-
nal Revenue Service, drafting and promulgating such rules and regu-
lations as nay be necessary or required to inplement the defined
contribution plan, entering into general agreenments wth qualified
providers for the investnment of nenber accounts and general adm nis-
tration of the plan, inform ng enployers and new nmenbers of the new plan
provi sions and establishing the defined contribution plan death benefit.
These establishnment expenses are currently estimated at $3 to 10
mllion.

Additionally, the state and participating enmployers will incur costs
to nodify their payroll systens and procedures in order to collect
enpl oyee contributions and renmit them along with mandatory enployer
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. Remttance of enployer

contributions on a payroll schedule, rather than annually under the
defined benefit plan, will affect enployers' cash nmanagenent. Further,
the bill contains no appropriation to support the additional payrol

adm ni strative expense to the Ofice of the State Conptroller or the
i npl ement ati on and ongoi ng expenses of NYSLRS related to the new defi ned
contribution plan.
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In addition, enployees will incur managenent and investnment expenses
for their defined contribution accounts estimted to average 0.5% of the
account bal ance annual ly.

Summary of rel evant resources:

Menbership data as of March 31, 2021 was used in measuring the inpact
of the proposed change, the same data used in the April 1, 2021 actuari -
al valuation. Distributions and other statistics can be found in the
2021 Report of the Actuary and the 2021 Conprehensive Annual Fi nanci al
Report.

The actuarial assunptions and nmethods used are described in the 2020
and 2021 Annual Report to the Conptroller on Actuarial Assunptions, and
the Codes, Rules and Regul ations of the State of New York: Audit and
Contr ol

The Market Assets and GASB Di scl osures are found in the March 31, 2021
New York State and Local Retirenent System Financial Statenents 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 fiscal note does not constitute a |legal opinion on the viability
of the proposed change nor is it intended to serve as a substitute for
the professional judgnent of an attorney.

This estimate, dated March 4, 2022, and intended for use only during
the 2022 Legislative Session, is Fiscal Note No. 2022-93, prepared by
the Actuary for the New York State and Local Retirenent System



