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STATE OF NEW YORK

631

2023- 2024 Regul ar Sessi ons

| N SENATE

January 5, 2023

Introduced by Sens. COWRIE, JACKSON, PARKER -- read tw ce and ordered
printed, and when printed to be conmmitted to the Committee on GCvil
Servi ce and Pensi ons

AN ACT to anend the retirenent and social security law, the state
finance |l aw, the education |law, and the workers' conpensation law, in
relation to the use of MABE investnents for New York state funds

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

Section 1. The retirenment and social security law is anmended by addi ng
a new section 177-b to read as foll ows:

8 177-b. Use of MABE asset managenent and financial institutions. 1
In addition to the powers contained in any other provision of |aw,
including the provisions of the admnistrative code of the city of New
York, it shall be the goal of public officials with investnent naking
discretion and duties, including, but not limted to elected officials
such as the state conptroller and the conptroller of the city of New
York, appointed officials, the trustee or trustees of a fund, and state
authority officials that, to the greatest extent feasible within the
bounds of financial and fiduciary prudence, such public officials, trus-
tee or trustees shall aspire to utilize MABE asset nmnagers, MMBE finan-
cial institutions, and MABE financial or professional service firns for
the investnent of no less than twenty percent of the total dollar anount
of such fund under nmanagenent. which shall include, but not be limted
to, the follow ng:

(a) investing assets of such fund with MABE asset nmnhagers:;

(b) subject to best execution: (i) conducting trades of public equity
securities with MABE financial institutions; and (ii) conducting trades
of fixed-incone securities through MABE institutions;

(c) allocating investnents of assets of such fund either through: (i)
direct investnents in the equities and debt securities of MABES:; or (ii)
indirectly through special prograns involving MAMBE asset mahagers; or

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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(d) awarding contracts for accounting. banking, financial advisory,
insurance, legal, research, valuation, and other financial and profes-
sional services to MABE financial institutions and other MABE profes-
sional service firns.

2. The trustee or trustees of a fund shall be authorized to establish
addi tional aspirational goals to the goals directed by subdivision one
of this section.

3. Wthin sixty days of the end of each fiscal year follow ng the
effective date of this section, the trustee or trustees of a fund shal
report to the governor, legislature, and chief diversity officer of the
state of New York on the participation of MABE asset nmanagers. MABE
financial institutions, and MABE professional service providers in
investment and brokerage transactions with or as providers of services
for such fund, including a conparative analysis of such activity rela-
tive to such activity with all asset managers, financial institutions,
and professional service providers for the relevant period, and on the
progress and success of the efforts undertaken during such period to
achieve the aspirational goals under subdivision one of this section to
the greatest extent feasible within the bounds of financial and fiduci-
ary prudence. FEach report shall be sinultaneously published on the
website of such fund for not less than sixty days following its release
to the governor and the other recipients naned in this subdivision.

§ 2. The retirenent and social security law is anended by adding a new
section 177-e to read as foll ows:

177-e. Required disclosures fromconsultants; MABES and busi nesses
owned by persons with disabilities. 1. As used in this section, the term
"disability" shall have the sane nmeaning as defined by section two
hundred ten of the econonic devel opnent | aw

2. No later than January first, tw thousand twenty-four, and each
January first thereafter, each consultant retained by the trustee or
trustees of a fund shall disclose to the trustee or trustees of such
fund the total nunber of searches for investnment services made by such
consultant in the previous calendar year including all such searches:

(a) that included (i) MABE asset nanagers, (ii) MABE financi al
institutions, (iii) MABE financial or professional service firns, or
(iv) any business enterprise at least fifty-one percent owned by indi-
viduals with disabilities;

(b) in which the consultant recommended for selection (i) MABE asset
managers, (ii) MMABE financial institutions, (iii) MABE financial or
prof essional service firnms, or (iv) any business enterprise at |east
fifty-one percent owned by individuals with disabilities; and

(c) that resulted in the selection of (i) MABE asset nmnagers, (ii)
MABE financial institutions, (iii) MABE financial or pr of essi onal
service firnms, or (iv) any business enterprise at least fifty-one
percent owned by individuals with disabilities, including the total
doll ar anpunts invested pursuant to such sel ection.

3. Begi nning January first, two thousand twenty-four. no contract,
oral or witten, for consulting services shall be awarded by the trustee
or trustees of a fund without first requiring the consultant to make the
di sclosures required under subdivision two of this section.

4. Such disclosure shall be considered by the trustee or trustees of a
fund, within the bounds of financial and fiduciary prudence, prior to
the awarding of an oral or witten contract for consulting services.

§ 3. The retirenent and social security law is anended by adding a new
section 177-f to read as foll ows:




O©Coo~NoOO~wWNE

S. 631 3

8 177-f. Required disclosures from consultants; conpensation and
econoni ¢ opportunity received. 1. For the purposes of this section, the
following terns shall have the foll owi ng neani ngs:

(a) "conpensation" nmeans any noney, thing of value, or econom c bene-
fit conferred on. or received by, a consultant in return for services
rendered, or to be rendered.

(b) "econom c opportunity" neans any purchase, sale, |ease, contract,
option, or other transaction or arrangenent involving property or
services wherein a consultant may gain an econonic benefit.

2. No later than January first, two thousand twenty-four, and each
January first succeeding such date, a consultant retained by the trustee
or trustees of a fund shall disclose to the trustee or trustees of such
fund all conpensation and econom c opportunity received in the prior
twenty-four nonths frominvestnent advisors retained by such trustee or
trustees.

3. Beginning January first, two thousand twenty-four, a consultant
shall disclose to the trustee or trustees of a fund any conpensation or
econoni ¢ opportunity received in the prior twenty-four nonths from an
investnment advisor that is recommended for selection by such consultant.
A consultant shall nmake this disclosure prior to the trustee or trustees
of a fund selecting an investnent advisor for appointnent.

4. Beginning January first, two thousand twenty-four, no contract,
oral or witten, for consulting services shall be awarded by a trustee
or trustees of a fund without first requiring the consultant to nmake the
di sclosures required by subdivision three of this section.

8§ 4. Section 8 of the state finance law is anended by adding two new
subdi visions 21 and 22 to read as foll ows:

21. a. Wen procuring or authorizing the procurenent of any goods and
services, whether through a request for proposal or otherwise, be
authorized to incorporate preferences in the scoring process for busi-
nesses that:

1) are a mnority-owned business enterprise or a woman-owned business
enterprise, as such terns are defined by section two hundred ten of the
econoni ¢ _devel opnent | aw;

(2) are at least fifty-one percent owned by a veteran or veterans or a
person or persons wth a disability, as such terns are defined by
section two hundred ten of the econonic devel opnent |[aw, or

(3) have a record of support for increasing diversity and inclusion in
board nmenbership, managenent, enploynent, philanthropy, and supplier
diversity, including investnment professionals and investnent sourcing.

b. Beginning with the fiscal year two thousand twenty-four, and at
|l east annually thereafter, report on his or her utilization of the busi-
nesses described in paragraph a of this subdivision. Such report shal
be published on the official website of the conptroller

22. Review a financial institution's federal Community Reinvestnent
Act rating, record, and current level of financial commtnent to the
community when determining the eligibility of such financial institution
to participate in a banking contract, investnent contract, investnent
activity, or other financial programunder the control or supervision of
the conptroller.

8 5. Subdivision 1 of section 423-c of the retirenent and social secu-
rity law, as added by chapter 171 of the laws of 2010, is anended to
read as foll ows:

1. Wthin the discretion of the state conptroller and in accordance
with and subject to his or her fiduciary duties and obligations as trus-
tee of the common retirenent fund and to the nenbers, retirees and bene-
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ficiaries of such fund and such other investnent limtations as my be
prescribed by this chapter, the conptroller is authorized to establish
an MABE asset managenent and financial institution strategy [reluding]
consistent with and in addition to his or her obligations under section
one hundred seventy-seven-b of this chapter, which shall include reason-
abl e goals for utilization of MABE asset nanagers, MMBE financial insti-
tutions and MABE financial and professional service firns, which strate-

gy shall include, but shall not be linted to, the follow ng objectives:
(a) investing assets of the common retirement fund with MABE asset
nmanager s;

(b) subject to best execution: (i) conducting trades of public equity
securities with MABE financial institutions; and (ii) conducting trades
of fixed-incone securities through MABE financial institutions;

(c) allocating investnents of assets of the common retirenent fund
either through: (i) direct investnments in the equities and debt securi-
ties of MABEs; or (ii) indirectly through special programs involving
MABE asset managers; and

(d) awarding contracts for accounting, banking, financial advisory,
i nsurance, legal, research, valuation and other financial and profes-
sional services to MABE financial institutions and other MABE profes-
sional service firns.

8 6. Subdivision 1 of section 508-a of the education |aw, as added by
chapter 171 of the laws of 2010, is anended to read as follows:

1. Wthin the discretion of the retirement board and in accordance
with and subject to its fiduciary duties and obligations as trustees of
the [teachers] teachers' retirenent systemand to the nenbers, retirees
and beneficiaries of such systemand such other investnent limtations
as may be prescribed by this chapter, the retirenent board is authorized
to establish [er] an MABE asset nanagenent and financial institution
strategy pursuant to section four hundred twenty-three-c of the retire-
ment and social security |aw [ineluding] consistent with and in addition
to his or her obligations under section one hundred seventy-seven-b of

the retirement and social security law, which shall include reasonable
goals for utilization of MMBE asset managers, MABE financial insti-
tutions and MABE financial and professional services firns, as such
terns are defined in section one hundred seventy-six of the retirenent
and social security |aw which strategy shall include, but shall not be
limted to, the follow ng objectives:

a. investing assets of the teachers' retirement systemw th MABE asset
nanager s;

b. subject to best execution, (1) conducting trades of public equity
securities with MABE financial institutions and (2) conducting trades of
fi xed-i ncone securities through MABE financial institutions;

c. allocating investnents of assets of the [teacher—s] teachers
retirenent systemeither through (1) direct investnents in the -equities
and debt securities of MABEs or (2) indirectly through special progranms
i nvol ving MABE asset managers; and

d. awarding contracts for accounting, banking, financial advisory,
i nsurance, legal, research, valuation and other financial and profes-
sional services to MABE financial institutions and other MABE profes-
sional services firmns.

As wused in this section, the terns "MABE asset manager"”, "MABE fi nan-
cial institutions", "MMBE', "[H-diuciary-—econtrolled] fiduciary-cont-
rolled entities", and "best execution" shall have the meani ngs specified
in section one hundred seventy-six of the retirement and social security
law, and shall be certified in a manner consistent with the provisions
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of subdivision three of section four hundred twenty-three-c of the
retirenent and social security |aw

8 7. Paragraph c¢ of subdivision 2 of section 5 of the state finance
| aw, as added by chapter 171 of the laws of 2010, is anmended to read as
fol | ows:

c. Wthin the discretion of the deferred conpensation board and in
accordance with and subject to its fiduciary duty and obligations to the
deferred conpensation plan for state enployees and to the nenbers and
beneficiaries of such plan and such other investnment limtations as may
be prescribed by this chapter, the deferred conpensation board is
authorized to establish an MABE asset nmanagenent and financial institu-
tion strategy [iwneluding] consistent with and in addition to his or her
obligations under section one hundred seventy-seven-b of the retirenent

and social security law,_ which shall include reasonable goals for utili-
zation of MABE asset managers, MABE financial institutions and MABE
prof essi onal service firnms, which shall include, but shall not be limt-

ed to, the follow ng objectives:

(i) conducting procurenent procedures in a manner that will assure the
inclusion of MABE asset managers in any request for proposal or search
process for asset nanagenent services undertaken in accordance with the
rules and regul ations [and] of the board;

(ii) subject to best execution policies, developing a strategy to (1)
conduct trades of public equity securities with MABE financial insti-
tutions and (2) conduct trades of fixed-incone securities through MABE
financial institutions;

(iii) conducting procurement procedures in a manner that wll assure
the inclusion of MABE financial institutions and other MABE prof essi ona
service firms in procurenents for services that include accounting
banki ng, financial advisory, insurance, |egal, research, valuation and
ot her financial and professional services that are undertaken in accord-
ance with the rules and regul ati ons of the board,;

(iv) cooperating with other fiduciary controlled entities and state
agencies and offices to identify MABE asset rmanagers, MABE financi al
institutions and MABE professional service firns.

As wused in this section, the terns "MABE asset manager"”, "MABE fi nan-
cial institutions”, "MABE", "fiduciary-controlled entities" and "best
execution" shall have the nmeanings specified in section one hundred

seventy-six of the retirement and social security |aw

8§ 8. Subdivision 1 of section 87-i of the workers' conpensation |aw,
as added by chapter 171 of the |laws of 2010, is anended to read as
fol | ows:

1. Wthin the discretion of the commi ssioners of the state insurance
fund and in accordance wth and subject to their fiduciary duty and
obligations as trustees of the state insurance fund and to the benefici-

aries of such fund and such other investnment Ilinitations as nmay be
prescribed by this chapter, the comm ssioners are authorized to estab-
lish an MABE asset nmnagement and financial institution strategy

[ Hreluding] consistent with and in addition to their obligations under
section one hundred seventy-seven-b of the retirenent and social securi-

ty law, which shall include reasonable goals for utilization of MABE
asset rmanagers, MMBE financial institutions and MABE financial and
prof essi onal service firms, which strategy shall include, but shall not

be limted to, the follow ng objectives:
(a) investing assets of the state insurance fund with MABE asset
nanagers;
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(b) subject to best execution, (1) conducting trades of public equity
securities with MMBE financial institutions; and (2) conducting trades
of fixed-incone securities through MABE financial institutions;

(c) allocating investnents of assets of the state insurance fund
either through (1) direct investnents in the equities and debt securi-
ties of MMBEsS; or (2) indirectly through special prograns involving MABE
asset manhagers; and

(d) awarding contracts for accounting, banking, financial advisory,
i nsurance, |egal, research, valuation and other financial and profes-
sional services to MABE financial institutions and other MABE profes-
sional service firns.

As used in this section, the ternms "MABE asset nanager", "MABE fi nan-
cial institutions", "MABE', "fiduciary-controlled entities" and "best
execution" shall have the meanings specified in section one hundred
seventy-six of the retirenent and social security |law and shall be
certified in a manner consistent wth the provisions of subdivision
three of section four hundred twenty-three-c of the retirenent and
social security |aw.

8 9. This act shall take effect on the first of January next succeed-
ing the date on which it shall have becone a | aw.



