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Defined Benefit?

» Drivers of Defined Benefit Plans

avestment Returns — 27% cost savings — An individual

investor incurs higher management costs than those associated with a
DB plan.

2014 Report by the National Institute on Retirement Security



Jefined Benefit?
1s: Defined Benefit vs. Defined

/S copares returns by plan type from 1990-2012 using data
Department of Labor Form 5500.

eriod, DB plans outperformed 401 (k)s by an average of 0.7 %

In addition, much of the money accumulated in 401 (k)s is eventually rolled
ver into IRAs which, after fees, earn even lower returns.”

2015 study conducted by the Center for Retirement Research at Boston College



ns invest through mutual nds, and those funds charge fees
ing and selling the stocks within the fund, as well as for the
h involved that drives buy and sell decisions.

These fee-can sometimes exceed 1.5% ($1.50 per $100 invested)
depending on the fund type. If the fund achieves a 6% return, the net
return after fees might only be 4.5% !
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Cents and Sensibility
Providing our members with a secure pension is a shared responsibility. Over the past 20 years, earnings on

investments and member contributions produced the bulk of NYSTRS' income. Taxpayers contribute by way of
employer contributions. The result of this shared commitment is a well-funded plan.

_ A breakdown of the NYSTRS pension dollar
1996-2016

. o 1996-2016
$ 80% of benefits paid remain in (illions of Dollars)

New York State.

=

il

% Contributions Collected
! (g Why a NYSTRS Pension Pays vs. Benefits Paid =

$ Retiree spending creates a ripple Net Position

effect through the economy. 1996 $ 54.6Billion
2016 $107.5 Billion

$ NYSTRS administers its defined

¢ NYSTRS investment fees average
24¢ per $100 managed.

is internally managed.

See our Pension Education Toolkit i
at NYSTRS- om Employer  Benefits Paid

Contributions Contributions



Why a Defined Benefit?

imple:

benefit plan is the most cost effective, efficient
qvailable to provide retirement security to current
e retirees!




s approximately $6.7 billion.

t 80% of this total, or approximately $5.4 billion,
“was paid to retirees and beneficiaries living in New
York State, and contributes to economic activity
~ throughout the state.




Benefits Paid by County

Benefits Paid to NYS Residents
7/1/2014 - 6/30/2015

$100 million+
450 - 3100 million
$25 - $50 million
Up to $25 million

Saratoga County: $128,246,908
Retired Members and Beneficiaries: 3,191

A o,

In State: 5.2
Out of State: 51.3
Total: $6.5

NYSTRS.org

Hover over a county to see total payments and the number of benefit recipients.




@ $35.3 billion in total economic output.
= $8.1 billion in federal, state, and local tax revenues.

NIRS: Pensionomics 2016: Measuring the Economic Impact of DB Pension Expenditures



Taxpayer Contribution Factor*

$1.00

contributed by taxpayers to
New York pensions over 30 years

Pension Benefit Multiplier
o0
1 1

$1.00

pension benefits paid to
retirees in New York

NIRS: Pensionomics 2016: Measuring the Economic Impact of DB Pension Expenditures

oG|&

$5.29

total output

o6 €
$1.29

total output

Each 21 in taxpayer contributions
to New York's state and local
pension plans supported £5.29

in total output in the state. This
reflects the fact that taxpayer
contributions are a minor source
of financing for retirement
benefits—investment earnings
and employee contributions
finance the lion's share.

Each 1 in state and local pension
benefits paid to New York
residents ultimately supported
$1.291n total output in the state.
This “multiplier”incorporates

the direct, indirect, and induced
impacts of retiree spending,

as it ripples through the state
economy.




1 income can be especially important during

__ economic times. Retirees who depend on 401(K)-

' type plans might be reluctant to spend money during
tough times, but retirees with pensions can count on a

steady income available for spending.

NIRS: Pensionomics 2016: Measuring the Economic Impact of DB Pension Expenditures



New York State Teachers' Retirement System

Distribution of the Annual Benefit* of All Retired Members
- as of June 30, 2016
27.500

25,894
25,000
22,500
20,000
17,500
15,000 == Average Years of Service per Category
12,500 +
10,000 -+

7.500 +

5,000 +

2,500

Less than  $10,000-  S20,000-  $30,000-  $40,000-  $50,000-  $60,000-  $70,000-  $80,000-  $90,000-  $100,000
$10,000  S20,000 830,000 $40,000  $50,000 560,000 870,000  $80,000  $90,000  $100,000  or more

*Maximum annual retirement benefit including supplementation and COLA.

The average System retiree recerves approx. $41,000 on an annual basis, a benefit earned through
a career i teaching.

Approximately 77% of System retirees receive less than $60,000 per year.
Less than 2% of System refirees receive an annual benefit over $100,000.
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at Does the Blueprint of a
essful Plan Look Like?

titute on Retirement Security
5) issued a report titled, Lessons from Well-
led Public Pensions: An Analysis of Six Plans that

@ In the report, NYSTRS was one of six pension funds in
the UL.S. described as a role model for other systems.



(' Does the Blueprint of a
sessftul Plan Look Like?

19" measures that ensure the actuarial integrity of a pension benefit

D

determination.

= Achievable long-term actuarial assumptions.

Lessons from Well-Funded Public Pensions: An Analysis of Six Plans that Weathered the Financial Storm  National
Institute on Retirement Security, June 2011



Joes the Blueprint of a
ssful Plan Look Like?

year, because anything short of a full ARC payment will have a
negative impact on the plan’s funding ratio in the long run.”

Lessons from Well-Funded Public Pensions: An Analysis of Six Plans that Weathered the Financial Storm  National
Institute on Retirement Security, June 2011



Is NYSTRS Doing?

ibution Rate (ECR)

ers contribute a uniform
oll.

letermined annually by System’s valuation of its
s and liabilities.

ts = 5-year smoothed value of current System assets.

= Liabilities = Present value of payments to retirees and accrual
of reserves for future payments to current active teachers.

= Difference = What employers owe (ECR).



YSTRS Doing?
rrent ECR

arial Valuation

11.72% of pay

(Decrease of approx. 120/ 0 from prior ECR of 13.26%)



IYSTRS Doing?

mated ECR

arial Valuation

. 9.5% -10.5% of pay



Average ECR’s by Decade

21.05%

19.32%

(so far)

|

18.20%
12.07%

R 10.28%
o 6:93%
5.19% A0

1920's 1930's 1940's  1950's  1960's 1970's 1980°'s  1990's  2000s  2010's

Average over all years: 10.96% k




oW IS NYSTRS Doing?

em funding comes from three sources:

Employer Contributions

ot . 2 Breakdown of Income Sources
Member Contributions 1996 . 2016

vestment Income




W IS NYSTRS Doing?

ment Return

o, the > Board adopted several new actuarial
ions, one of which was a 7.5% long-term
ent return down from the previous 8% assumption.

S has historically avoided “knee-jerk” reactions based
m economic trends.



YSTRS Doing?

ates of Return (6/30/2016)*
2.3%

ar 8.4%

5 Year 8.3%
10 Year 6.2%
20 Year 7.6%
25 Year 8.7%
30 Year 8.9%

* Net of fees



Twenty Year Period
1996 - 2016

$22.7 billi on
e - Benefit Payments Made

~- |

Approx. MV of assets - 1996: $54.6B
Approx. MV of assets - 2016: $107.5B




Contributions Collected vs. Benefits Paid
1996-2016

Member & Employer
Contributions

Net ASsets ('\996

‘\468;\\\0

Benefits Paid
$88.2 Billion




» NYSTRS Doing?

od Ratios

The average (or smoothed)
1of time. NYSTRS uses a 5-

ent return over a pe
oothing calculation.

. Value of Assets — The current price for which you
could sell assets on the open market.



Funding Sources
1996-2016

2/

Employer &

Investment Income Employee Contributions

Investment
Returns*

5-Year| 8.3%
10-Year| 6.2%
20-Year| 7.6%
25-Year| 8.7%
30-Year| 8.9%

(Net of Fees)

2012 2013 2014 2015 2016

++Figcal year-end 6/30 figures

Funded Ratio
2011 2012 2013 2014 2015

I Market Value of Assets [ Actuarial Value of Assets






BENEFITS RETIREMENT PLANNING ABOUT US LEGISLATION HEADLINES SEARCH: Q

Active Members Retirees Delegates Employers

MyNYSTRS Login & ‘ I'm looking for... ¥ FORMS ¥ LIBRARY ¥ CONTACT US

Committed to guiding you through your

- golden years. | ¥ -4- THESE TOOLS
A ARE ALL ON
OUR WEBSITE
AT NYSTRS.org!

NYSTRS News | Want to Retire?

What New Members Need to Know Keefe Elected Board President Let Us Help You Plan
Here are five key reasons to care about David P. Keefe of Hempstead was recently ‘
|

If you plan to retire in June, now's the time to fine
tune your plans. It doesn't have to be complicated.
We offer many tools and services to help you.

retirement early in your career. elected by fellow trustees as NYSTRS Board
president. Michael J. Masse of Fayetteville was
elected as vice president.

Feehan joins NYSTRS Board Graphics Help Tell NYSTRS' Story
Stephen P. Feehan, a wealth management advisor It is said a picture is worth a thousand words. If
from Windsor, N.Y., joined the Board of the New that's the case, the new Infographics page on
YYork State Teachers' Retirement System NYSTRS.org has a lot to say.

(NYSTRS) July 1.




Popular Annual Financial Report

Fiscal Year Ended June 30, 2015

" A

Guided by Values.
Committed to Integrity.

On behalf of our Board and staff, provide benefit security for members. The Board receives
Iam pleased to present this Popular counsel from staff, advisory committees and investment
Annual Financial Report (PAFR) of to help it policy.
the New York State Teachers’

Retirement System (NYSTRS) for the The System’s market value of assets totaled $109.7 billion
fiscal year ended June 20, 2015. Our at fiscal year-end 2015, the highest in System history. NYSTRS
intent with this inaugural issue is to s well funded with a funded ratio at June 30, 2014 of 111.6%
summarize the < based on market value of assets and
System's financial Fur‘ll::llng Sources 92.9% based on actuarial value of assets.
position and highlight significant -2015

T For add 1 details,
see our Comprehensive Annual Financial
Report (CAFR) at NYSTRS.org.

NYSTRS' total fund retum for the fiscal
B year was5.2% net of fees, marking the sixth
LT consecntive year of positive retums for the
5% System. Our five-yearrate of return is 12.4%.

NYSTRS is one of the 10-largest public funds
in the 1.5, based on portfolio size and is also
consistently among the top-performing and

Board and staff successfully navigated
the System through a challenging fiscal

best-funded public pension funds, wvear, never losing sight of our fiduciary

particularly among teacher retirement responsibility to members. We remain keenly

systems. Consi: receipt of required focused on 3| blished fund and risk
ployee and employ I a disciplined shjectives in our g effort to meet our primary mission:

risk-controlled investment policy; and, relationships with To provide our members with a secure pension.

top-performing fund managers are major contributing factors

to our stability. Respectfully,

A 10-member Board rep various constituent
— including public school teachers, administrators and
school boards — governs the System. Trustees serve without Thomas K. Lee
ion and are ihle as fiduciaries to protect Executive Director

the hr)ng—ne':m wvalue of the System's investment portfolio and & ChiefInvestment Officer



Active Members Retirees Delegates

MyNYSTRS Login & I'm looking for... ¥ FORMS +

Home > Library > Pension Education Toolkit

Pension Education Toolkit

Learn how pensions are funded and how they impact the econamy. Contact Us &

(800) 348-7298
communit @nysirs.org

Public pensions are a hot topic in the news, so we developed this Pension Education Toolkit to help deepen your
undarstanding of defined benafit public pension plans. Supplemantal information is found on our Facts & Research
page. Additional data is available through out Public Pension Pariners.

0f BOSTON COLLEGE

PUBLIC
d PLANS
DATA

g

Investment Returns by Plan Type (2015) - A study conducted by the Center for
Retirement Research at Boston College found defined benefit plans outperformed
defined contribution plans, due in part to higher fees for defined contribution accounts.

PublicPlansData.org - A website offering data, analysis and research on public sector
retirement plans with an eye toward educating both policymakers and the wider public.

NASRA Spatlight on Annual Required Contribution Experience (2015) - A detailed study
«of 112 public pension plans finds that most states are meeting their commitments to
fund their public employee pension funds.

NIRS: Move to DC Did Not Save Money for States (2015) - Three states that recently
shifted from defined benefit plans to defined contribution plans did not save money,
according 1o analysis from the National Institute on Retirement Security.

NCPERS Public Retirement Systems Study (2015} - Public pension plans around the
‘country report increasing confidence, growing investment returns and low
administrative costs, according to this recent study.

5till a Better Bang for the Buck (2014) - The report by the National Instiute on
Retirement Security finds that defined benefit pension plans are more cost efficient
than defined contribution plans.

Employers
LIBRARY ¥ CONTACTUS

B8 AAA

Library

= Pension Education Toolkit
Facts & Research

Public Pension Partners
+ General Reference
+ Publications

+ Videos

Want to Know More?
These NYSTRS numbers tell a
good story, Visit Our Press.
Room.
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Distribuion o femusl Penzions.
54% of thasa receiving 2 NYSTRS benefit work an
.5 ymars or mene 10 sam it

WYSTRE: Modeling Excellence
The numbers =] the story: NYSTRS

and sestainakie.

About Us
Wihe Wi Are

+ Refrement Board

+ Imestmems:
Procursment lnfcemtion

Emplajmen Opporanities

Berefits Paid by County
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=L = Infographics
Fursled s 3
(SR
WSTRS Firances i
The facts on HYSTRE finances.

rumbers seprisng considering the unsteacy economics
past decade.

Pemsion Education
Toalkit

ay fird these WYSTRS darta and pension
research, Lean mare.

Related ftams
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The WYSTRS pension dofar sha

fund e and e impect perions han

fores o= Employes Comtribution Rase
This chart ilustrabes the percentage of satary szhocl
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Vhen Should the Story
old?
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