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Employers to Fill Delegate Vacancies
The 2010 Annual Meeting of NYSTRS Delegates will be held in November and employers have 

been reminded to fill vacancies that may exist in their districts. The meeting is scheduled for Nov. 14 
and 15, 2010, at the Saratoga Springs City Center. 

To see if your employer has entered delegate information, visit the Employers page of the Re-
tirement System’s Web site at www.nystrs.org and select the hyperlinked word “delegates” in the 
second paragraph. If your employer does not have a delegate listed and you are interested in the 
position, contact your chief school administrator or bargaining unit president. 

Delegates, who must be active members, have two primary duties: (1) to elect a teacher member 
to the Retirement Board at the annual meeting, and (2) to serve as a liaison between NYSTRS and 
their district co-workers. 

Those elected in this special election year will serve from the time they are reported to NYSTRS 
through July 31, 2011. Each delegate is also eligible to have an alternate, although filling the alternate 
role is not mandatory. 

Elections may be held through Oct. 1. Election results must be reported to NYSTRS no later than 
Oct. 6.

It is the responsibility of the chief school administrator to coordinate these elections and report 
results. Many employers assign the responsibilities to others, such as the bargaining unit represent-
ing its employees. However, it is the chief school administrator’s responsibility to ensure an election 
is held and the results are reported. 

Questions regarding delegates, the election process and reporting election results are addressed 
on the Delegates and Employers pages of the NYSTRS Web site. (See Delegate FAQs, Electing & 
Reporting Retirement System Delegates, and the “election process” hyperlink.) If further assistance is 
needed, call (800) 348-7298, Ext. 4785. u

Register Now for E-newsletters
You can now elect to receive this newsletter electroni-

cally. It’s the green thing to do - in more ways than one!
In addition to being the earth friendly alternative, opt-

ing for the online version of Your Source will help reduce 
System printing and postage costs. More importantly, 
you’ll receive important retirement benefit information 
more quickly with electronic delivery.

Follow these steps to make the switch from paper to 
electronic newsletters:

1.	 Logon to the MyNYSTRS section of our Web site 
at www.nystrs.org. Those who do not have a             
MyNYSTRS account will need to create one.

2.	 Select the “Manage Account” tab (top right of screen).
3.	 You will be automatically directed to the e-newsletter registration page. Simply follow the 

directions and hit “Submit.”
4.	 A successful registration will generate a confirmation message.

By electing to receive this newsletter electronically, you will no longer receive a print edition in 
the U.S. mail. However, you will always have the ability to print newsletters from our Web site. News-
letters are found on the active or retired member publications pages under the Library tab. u

Join the Green Team today!



Plan To Work
This Summer?

In addition to the pay you’ll 
receive, working in NYS public 
employment this summer could 
be lucrative in other ways. To 
take advantage, however, action 
on your part may be required. 

If you’ll be working for an 
in-state public employer in a 
position not reportable to NYS-
TRS, for example, you may want 
to join the retirement system 
to which the job is reportable. 
The reason:  If you combine 
your memberships in the future, 
service and salaries from both 
systems may be considered 
in calculating your retirement 
benefit.

Or, if over the course of your 
career you accumulate enough 
service to vest in both systems, 
you would be eligible to collect 
a benefit from each.

One important reminder, 
though: You cannot earn more 
than one year of credit in each 
July 1 - June 30 school year. So, 
while the additional salary you 
earn for summer employment 
(or for that matter, any other 
public employment throughout 
the year) may be includable in 
your benefit calculation, any 
service accrued over and above 
a full year will not be creditable.

For more information, 
review our publication You 
Deserve the Credit available in 
the Library section of our Web 
site at www.nystrs.org. u
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On the surface, the calculation of a three-year Final Average Salary (FAS) seems straightfor-
ward. For many members, however, there’s more to the math than meets the eye.

 For most, the FAS is the average of the 
highest three consecutive school years of 
regular salary earned whenever they oc-
curred. In most cases, it is the average of 
the last three years of public employment. 
(Tier 1 members are also eligible for a five-
year FAS not discussed here.) 

 New York State law excludes from the 
FAS calculation yearly salary increases 
that exceed certain statutory limitations. 
These limitations help to ensure salaries 
are not artificially inflated to increase pen-
sions. Yearly salary increases that exceed the following limits are not usable in the calculation of a 
three-year FAS:

44 Tier 1 — 20% of the previous year’s salary.
44 Tier 2 — 20% of the average of the previous two years’ salaries.
44 Tiers 3, 4 and 5 — 10% of the average of the previous two years’ salaries.

Given these limitations, NYSTRS must consider up to five years of salary when calculating a 
three-year FAS. It is important for members to keep this in mind as they make retirement deci-
sions. For example, salary increases prior to retirement as a result of a promotion or additional 
earnings (e.g., summer school, tutoring or coaching) may cause a member to exceed the appli-
cable earnings limitation. In such cases, some earnings received by the member may be excluded 
from the retirement benefit calculation. 

In cases where a member has taken on extra responsibilities or received promotions only in 
the three years prior to a planned retirement, it may be advantageous to work a year or two longer 
so the additional earnings will be usable in an FAS calculation. Members are encouraged to dis-
cuss their unique situations with a NYSTRS information representative before making any deci-
sions. 

Also keep in mind not all compensation, particularly pay for extra duties, is usable  in the cal-
culation of an FAS. For additional information, review the Benefits section of the NYSTRS publi-
cation Active Members’ Handbook. 

Because NYSTRS has a fiduciary responsibility to ensure member benefits are not artificially 
inflated,  the System carefully reviews a member’s compensation. Only monies classified as regu-
lar earnings and received within the parameters of a properly executed contract are included in 
FAS calculations.  

Any monies tied to retirement or paid in lieu of fringe benefits can never be included in three-
year FAS calculations. 

For more information on this topic, see the Retirement Planning section of our Web site.u

Three-Year FAS Requires
Five-Year Strategy

http://www.nystrs.org/main/library/handbook/handbook.htm
http://www.nystrs.org/main/library/prior.html


NYSTRS REMAINS AMONG TOP PENSION PLANS
Public pensions are under attack from special interest 

groups challenging long-standing accounting principles 
and concluding public pension plans are underfunded. 

Our response: Don’t believe everything you read. 
The facts are NYSTRS remains among the best funded 

public pension systems in the nation and possibly the best 
funded teachers’ system. That’s according to the National 
Association of State Retirement Administrators (NASRA). 
Independent auditors who review our finances annually 
and the New York State Insurance Department which au-
dits us periodically also agree our funding is strong.

Using accredited standards established by the Actuarial 
Standards Board (ASB) and the Governmental Account-
ing Standards Board (GASB) — standards reputable public 
funding experts support the use of when calculating li-
abilities – NYSTRS is fully funded. This means there are 
sufficient assets to provide current and future benefits 
promised to all 139,000 retirees and beneficiaries, as well 
as the funds to pay the accrued benefits of all 280,000 ac-
tive members. 

Even if we were not fully funded, we would be con-
sidered financially sound. According to an April 9, 2010 
article in the Wall Street Journal, “State public pensions are 
generally viewed as adequately funded at the 80% level be-
cause…governments generally don’t face the same risks of 
bankruptcy that companies do.”

Recent studies attempting to cast doubt on public pen-
sion funding methods based their calculations on expected 
rates of return much lower than the 8% annualized average 
NYSTRS and many other public pension plans use. Two 
such reports characterize an 8% assumption as “aggres-
sive” and “unrealistic.”

Again, the facts do not support this claim. 
Over the past 27 years, NYSTRS’ rate of return exceeded 

the 8% assumption 18 times — or almost 70% of the time. 
In 17 of those 18 years, returns were in double digits. In 14 
of those 17 years, returns were 13% or higher — or a mini-
mum of 5% greater than the assumed rate of return. 

Even with a record-low return of -20.5% in the fiscal year 
ended June 30, 2009 (the second consecutive year of de-
cline) the System’s 25-year rate of return was almost 10% 
(9.8%). 

According to NASRA, since 1985, a period including 
three economic recessions and four years when median 
public pension fund investment returns were negative (in-
cluding 2008), the median public pension plan rate of re-
turn was 9.25% — or 1.25% greater than the 8% rate labeled 
as “unrealistic” by critics. 

Following are some other claims made by critics, fol-
lowed by the facts:

The Claim:	Taxpayers are shouldering the burden of
	 paying lavish public pensions. 
The Facts:	 Over the last 20 years, investment returns 
	 accounted for 86% of NYSTRS’ income. 
	 During this same time period, the System took 	
	 in $13.9 billion in member and employer 	
	 contributions but paid out $54.4 billion — all 	
	 while net assets more than doubled, from 
	 $27 billion to $72.5 billion. 

The Claim:	Legislatively mandated employer contribu-	
	 tions to public pension systems are
	 bankrupting employers.
The Facts: 	 While employer contribution rates (ECRs) 	
	 have been on the rise of late due to recent
	 financial market declines, NYSTRS’ ECRs 
	 have been in single digits for 21 (and soon to
	 be 22) consecutive years. In eight of those

	 years the rate was less than 4%; in six of the
	 eight it was less than 1.5%. For three
	 consecutive years earlier in this decade, the 	
	 rate was less than 0.5%.

The Claim:	Switching public pension plans from defined
 	 benefit (DB) to 401-k style defined contribu-	
	 tion (DC) will result in cost savings.
The Facts:	 Historically, DB plans have achieved higher
	 investment returns than DC accounts. Accord-
	 ing to the National Institute on Retirement
	 Security (NIRS), a simple 1% difference in
	 annual investment returns results in a 26% 	
	 cost savings over a person’s working career. 

	 NIRS also concludes the economic efficiencies
 	 of DB plans make them nearly half the cost of 	

	 401-k style plans. Quite simply, DB plan assets
	 are professionally managed at significantly
	 lower fees than DC plans. 

	 Statistics show the cost to operate a 401-k style 	
	 DC plan is anywhere from $1.25 to $2.00 per

	 $100 of assets. These appear as “fees” in benefit
	 statements. By comparison, the median opera-
	 tional cost for that same $100 in a DB plan is
	 10 cents. NYSTRS does it even more cost
	 effectively – about 7 cents per $100 of assets. 

	 Some of the reasons this is true include 
	 economies of scale achieved through invest-	
	 ment of pooled resources, mandatory par-	
	 ticipation by both employee and employer, 	
	 and the fact government-run pension plans  
	 are not-for-profit organizations. 

Related Resources: “How Public Pension Plans Help Drive the Economy” found in the
Video Vault of the Library at www.nystrs.org. Printable materials also available here. 

(continued on page 7)
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Two Studies, One 
Conclusion:  Public

Pensions Are Healthy

NYSTRS REMAINS AMONG TOP PENSION PLANS
Not only have public pension plans seen their overall health 

improve in recent months, they’re also outperforming their 
private-sector counterparts and seeing better than expected 
returns on investments. 

Those were the findings of a pair of recent independent 
studies reviewing the current condition of state and local pen-
sion plans. 

According to the non-profit, Washington, D.C.-based Na-
tional Institute on Retirement Security (NIRS), public pension 
plans returned an average of 16.0% in 2009. This was three 
percentage points better than the investment returns for their 
defined benefit counterparts in the private sector.

“Public pension plans have avoided making drastic moves, 
largely staying the course through the recent market turmoil, 
and reaping the rewards of a patient, long-term approach to in-
vesting,” said the NIRS report titled New Fed Data Sheds Light 
on Pension Investments.

The figures for this analysis came from the U.S. Federal Re-
serve’s Flow of Funds data for 2009. The Federal Reserve data 
examines how public and private pension funds invest their 
assets and how their investment allocations change over time. 

NIRS is a research and educational organization which 
“seeks to encourage the development of public policies that 
enhance retirement security in America.”

Meanwhile, a recent review by the National Association of 
State Retirement Administrators (NASRA) shows that since 
1985, public pension fund returns have actually exceeded 
expectations – in spite of the three economic downturns dur-
ing that period. Their report says the median public pension 
investment return for the 25-year period ended December 31, 
2009 was 9.25%, well ahead of the assumed rate of return for 
8.0 %. 

According to the NASRA report: “Although public pension 
funds, along with other investors, have experienced subpar 
returns over the past decade, median public pension fund re-
turns over longer periods exceeded the assumed rates used by 
most plans.”

NASRA represents the nation’s largest public retirement 
systems, including NYSTRS. Together, these systems hold 
more than $2 trillion in assets. u
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Space Available at
Planning Seminars

It may be summer vacation for our members, 
but NYSTRS never stops educating.

System Retirement Planning Seminars are 
held year-round at various locations across the 
state. Twenty seminars are scheduled at 16 dif-
ferent locations in July and August.

A complete seminar schedule is available on 
the Retirement Planning page of our Web site 
at www.nystrs.org.  You can reserve a spot in 
one online if you have a MyNYSTRS account, or 
you can call (800) 356-3128, Ext. 6180 weekdays 
between 8 a.m. and 4:15 p.m. (8 a.m. to 12:30 p.m. 
on Fridays during the summer).

These daylong, group seminars are designed 
to help members prepare for retirement. Among 
the topics discussed are retirement income, 
benefit payment options, adjusting to retirement, 
legal considerations and financial planning. 

There is no fee to attend but advance regis-
tration is required. A spouse or companion is 
welcome to join you.

Please note these sessions are not designed 
for individual retirement counseling. To speak 
with an information representative one-on-one, 
schedule a personal or video consultation online 
through MyNYSTRS or call (800) 348-7298, Ext. 

6100. To review a list of consultation sites, 
select the Benefits Consultations tab 

from the left-hand menu on the 
Retirement Planning 

page. u
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Benefit Coverage May Continue
For Those Who Leave  Teaching

If you leave teaching or stop working for a NYSTRS-participating employer 
and are not yet eligible to retire, you may wonder if you should withdraw your 
contributions and cease your Retirement System membership. Before deciding 
there are several items to consider. 

Your NYSTRS membership will remain active if you are vested or if you work 
the equivalent of 20 or more full-time days in a school year at least once every 
seven years in a position reportable to NYSTRS. Tier 1-4 members vest with five 
years of state service, while Tier 5 members vest with 10 years. Your membership 
will automatically cease if you don’t meet these requirements.

Should you wish to voluntarily cease your membership, you may do so only 
under certain circumstances.  If you are a Tier 3, 4 or 5 member, you may with-
draw your contributions with interest and cease your membership only if you 
have less than 10 years of service credit.

If you are not vested and do not plan to return to NYS public employment, 
you may consider withdrawing your contributions. If you return to NYS public 
employment after your membership ceases, you can reinstate your original 
membership date by repaying the amount refunded plus interest.  

Be aware that withdrawing your membership forfeits your right to a future 
benefit, unless you return to New York State teaching or join another New York 
State public retirement system.  Before withdrawing your membership or letting 
it cease, contact NYSTRS to discuss the effect of withdrawal on your benefit eligi-
bility and rights to transfer to another retirement system.

If your schedule is reduced to part time or occasional teaching, you will 
continue to accrue NYSTRS service credit. The number of days of credit earned 
in a school year is the actual number of paid work or paid leave days (or parts 
thereof) reported to NYSTRS by your employer.  

To receive credit for part-time, partial year or substitute teaching, you must 
have worked the equivalent of at least 20 full days in a July 1-June 30 school year. 
Days of service are converted to months as follows: 

If you have borrowed from your NYSTRS contributions and leave employ-
ment with a participating employer, you are still responsible for making pay-
ments on the loan. You may do so by coupon repayment.

Lastly, it is important for active members to review their beneficiary designa-
tion. Even if you are not currently working, your beneficiary may be entitled to a 
death benefit or a refund of your membership contributions plus interest. 

Visit our Web site for additional benefit information. u

    Under 20 days
    20-29 days
    30-49 days
    50-69 days
    70-89 days

=	 None
=	 1 month
=	 2 months
=	 3 months
=	 4 months

        90-109 days
     110-129 days
     130-149 days
     150-169 days
     170+ days

=	 5 months
=	 6 months
=	 7 months
=	 8 months
=	 9 months

9 months = 1 year

Days Per Year Credit Days Per Year Credit

https://secure.nystrs.org/sma/security/logon.aspx
http://www.nystrs.org/main/retirement-planning/consultations.htm
http://www.nystrs.org/main/retirement-planning/
http://www.nystrs.org/index.htm
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April 27, 2010

u	Authorized the allocation of up to $250 million with William Blair & Co. LLC to 
manage a portion of the System’s equity portfolio in the  international growth eq-
uity strategy, subject to the satisfactory completion of due diligence. 

u	Authorized the allocation of up to $250 million with Grantham, Mayo, Van Otter-
loo & Co. LLC to manage a portion of the System’s equity portfolio in the interna-
tional all country equity allocation strategy, subject to the satisfactory completion 
of due diligence.

u	Renewed the agreement with Adelante Capital Management LLC to manage a 
portion of the System’s portfolio by actively investing in real estate investment 
trusts (REITs) and real estate operating companies (REOCs) securities, for one 
year, effective July 1, 2010. 

u	Renewed the agreement with Cohen & Steers Capital Management Inc. to manage 
a portion of the System’s portfolio by actively investing in REIT and REOC securi-
ties, for one year, effective July 1, 2010. 

u	Renewed the agreement with Cohen & Steers Capital Management Inc. to manage 
a portion of the System’s portfolio by actively investing in REIT and REOC securi-
ties in an income-oriented account, for one year, effective July 1, 2010. 

u	Renewed the agreement with RREEF America LLC to manage a portion of the 
System’s portfolio by actively investing in REIT and REOC securities, for one year, 
effective July 1, 2010. 

u	Ratified the following actions taken by the Retirement Board’s Finance Committee 
since the previous Board meeting:
•	 An investment of $75 million in ABRY Senior Equity Fund III L.P. 
•	 The purchase of up to $90 million of preferred equity shares to be issued by 

Donahue Schriber. 
u	Approved  the Retirement System’s operating budget and internal audit plan for 

the 2010-2011 fiscal year. 
u	Approved a resolution adding a new section to the Retirement System’s
	 Rules and Regulations addressing the contribution obligation
	 of Tier 3, 4 and 5 retirees returning to teaching.u

Board Meeting Highlights (from page 8)

	 One other important note: Defined benefit plans can also provide
	 reasonable death and disability benefits without requiring employers 		
	 to obtain insurance and disability from separate carriers. This provides a 		
	 substantial cost savings to employers. 

Also not to be overlooked is the economic impact of a NYSTRS pension. The Sys-
tem paid out more than $5 billion in benefits for the fiscal year ended June 30, 2009. 
Of that total, more than $4 billion were paid to people living in New York. Those pay-
ments created a ripple effect through the state economy, as one person’s spending 
became another’s income. 

According to NIRS, each dollar “invested” in public pensions by New York taxpay-
ers supports nearly $10 in total economic activity. 

For more information on the Retirement System’s assets and investments, review 
the NYSTRS annual report for the fiscal year ended June 30, 2009. A copy of this report 
can be found in the Library section of our Web site at www.nystrs.org.u

NYSTRS a Top Pension Plan (from page 5)

Chapter 105 of the Laws of 2010, signed 
into law June 2, is similar to previous state 
incentives. In addition to being more inclusive 
— public workers beyond those represented 
by NYSUT are eligible — it provides NYSTRS 
participating employers the option to offer 
Part A or Part B, or both parts. School districts 
may instead elect not to offer either part of the 
incentive.

Part A provides one-twelfth of a year of 
additional service credit for every year of 
credited service, to a maximum of three years 
of additional credit. To be eligible, members 
must waive any local retirement incentive and 
be age 50 or older with 10 or more years of ser-
vice, or age 55 with five or more years of ser-
vice, or Tier 1 with 35 or more years of service.

Part B allows Tier 2, 3 and 4 members who 
are at least age 55 or older with a minimum of 
25 years of service credit to retire without an 
age reduction.

Eligible members who retire in the open 
periods offered may be granted the benefit of 
only one of these parts or the benefit offered 
under Chapter 45. If both chapters 45 and 105 
remain in place, NYSTRS members eligible for 
either 55/25 incentive need only file a retire-
ment application with NYSTRS indicating a 
date of retirement falling within the applicable 
window.

The election deadlines are different under 
each chapter and/or part of law. Likewise, the 
open periods may vary. For clarification visit 
our Web site, and check with your employer 
or bargaining unit representative. 

For additional information about either or 
both chapters of law, review the fact sheets 
available on our Web site. They are found on 
the Retirement Incentive Information page 
described above. 

If you still have questions not answered 
online, speak to a NYSTRS representative by 
calling (800) 348-7298, Ext. 6250.u

Two Retirement
Incentives for NYSTRS 
Members? (from page 1)

http://www.nystrs.org/main/2010_Incentive/intro.html


Board Meeting Highlights — Jan. & April 2010

January 26, 2010
u	Reelected R. Michael Kraus as president 

of the Board and Sheila J. Salenger as vice 
president. 

u	Considered a private equity investment in 
Sterling Group Partners III L.P., and autho-
rized the System to invest up to $65 mil-
lion in that fund, subject to the satisfactory 
completion of due diligence. 

u	Considered a private equity investment in 
Wynnchurch Capital Partners III L.P., and 
authorized the System to invest up to $25 
million in that fund, subject to the satisfac-
tory completion of due diligence.

u	Renewed the agreement with StepStone 
Group L.L.C. to serve as the System’s pri-
vate equity consultant, for one year, effec-
tive Feb. 1, 2010. 

u	Renewed the agreement with Black Rock 
Financial Management Inc. to manage a 
portion of the System’s assets in Commer-
cial Mortgage Backed Securities (CMBS), 
for one year, effective April 3, 2010. 

u	Renewed the agreement with ING Clarion 
Capital to manage a portion of the Sys-
tem’s assets in CMBS, for one year, effec-
tive March 30, 2010. 

u	Renewed the agreement with Iridian Asset 
Management L.L.C. to manage a portion of 
the System’s portfolio as an active domes-
tic large capitalization equity manager, for 
one year, effective April 1, 2010.

u	Renewed the agreement with JP Morgan 
Fleming Asset Management to manage a 

portion of the System’s portfolio as a core 
international equity manager, for one year, 
effective March 14, 2010.

u	Renewed the agreement with Pyramis 
(Fidelity) Management Trust Company to 
manage a portion of the System’s portfolio 
as a core international equity manager, for 
one year, effective Feb. 28, 2010.

u	Renewed  the agreement with Capital 
Guardian Trust Co. to manage a portion of 
the System’s portfolio as an active interna-
tional equity manager, for one year, effec-
tive May 1, 2010.

u	Authorized the Executive Director to 
reallocate on a quarterly basis up to $150 
million in assets from the System’s actively 
managed domestic equity portfolios to the 
System’s passively managed domestic eq-
uity portfolios and/or cash flow accounts, 
provided the amounts to be reallocated do 
not exceed 25% of the assets under active 
management at the time of the realloca-
tion. 

u	Approved a change to the System’s Invest-
ment Department organizational struc-
ture, including the creation of the position 
of Managing Director of Private Equity, to 
be filled by Private Equity Manager Dhvani 
Shah. 

u	Approved amendments to the System’s 
Rules and Regulations for the purposes of 
implementing Chapter 504 of the Laws of 
2009, which established a Tier 5 benefit 
program for members with a date of mem-
bership on or after Jan. 1, 2010.

u	Authorized the Executive Director to 
renew the System’s membership in the 
National Coalition on Health Care for the 
year ending Dec. 31, 2010.

u	Authorized the Executive Director to 
renew the System’s membership in the 
Council of Institutional Investors for the 
year ending Dec. 31, 2010.

u	Adopted resolutions acknowledging the 
retirements of Lawrence A. Johansen 
(Managing Director of External Asset 
Management, Corporate Governance and 
Private Equity) and Patricia Sottong  (Ad-
ministrative Assistant to the Executive Di-
rector), both of whom served the System 
for more than 30 years each.

u	Honored Linda Hahn (Continual Contri-
bution to Excellence) and Patricia Clair 
(Significant Contribution for the Year) as 
NYSTRS’ 2009 Excellence Award winners. 

(April 27, 2010 Board Meeting
Highlights on page 7)
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