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on Gover nment al Enpl oyees

AN ACT to amend the retirenent and social security law, in relation to
determ nati on of salary base for menbers of the city of New York fire
departnent pension fund

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

Section 1. Section 443 of the retirenment and social security law is
anended by adding a new subdivision h to read as foll ows:

h. Notwi thstanding any general, special or local law, charter, admn-
istrative code, agreenent, resolution or rule or regulation to the
contrary, the salary base for nenbers of the city of New York fire
depart nent pension fund whose enploynent with the fire departnment of the
city of New York commenced on or after the first of July, two thousand
to whom this article otherwise applies shall be deternmined in the sane
manner as the salary base for nenbers of the city of New York fire
depart ment pension fund whose enploynent with the fire department of the
city of New York commenced before the first of July, two thousand.

8§ 2. This act shall take effect imediately and shall apply to nmenbers
of the city of New York fire departnment pension fund who retire on and
after such effective date.

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

SUMVARY OF BILL: This proposed |egislation would anmend Section 443 of
the Retirenment and Social Security Law (RSSL) to change the sal ary base
for Tier 2 menbers of the New York City Fire Pension Fund (FIRE) who are
hired on or after July 1, 2000 to a salary base used for such nenbers
who joined prior to July 1, 2000.

Ef fective Date: Upon enactnent.

| MPACT ON BENEFI TS: Currently, Tier 2 FIRE plan benefits are primarily
derived froma salary base. For Tier 2 FIRE nenbers hired prior to July

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onitted.
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1, 2000 (original Tier 2 nenbers), the salary base is equal to the
great er of

(1) the pensionable earnings in the final 12 nonths of service, or

(2) the average pensionable earnings earned in any consecutive three
years of servi ce.

Pensi onabl e earnings in the final 12 nonths of service may not exceed
120% of the previous 12 nont hs' pensionable earnings. If the salary base
is based on the highest three consecutive years, no single year's
pensi onabl e earni ngs may exceed 120% of the average of the two previous
years' pensionabl e earnings.

For Tier 2 Fire nmenbers hired on or after July 1, 2000 (new Tier 2
menbers), the salary base is equal to the pensionable earnings earned in
the final 12 nonths of service only.

Under the proposed |legislation, if enacted, the salary base shall be
determined the sane for Tier 2 Fire nenbers hired on or after July 1,
2000 as it is for Tier 2 nenbers hired prior to July 1, 2000.

FI NANCI AL | MPACT - PRESENT VALUES: Based on the actuarial assunptions
and met hods descri bed herein, the enactment of this proposed |egislation
woul d i ncrease the Present Value of Future Benefits (PVFB) and the Pres-
ent Value of future enployer contributions by approximately $3.4
mllion.

Under the Entry Age Nornal cost method used to determine the enployer
contributions to FIRE, there would be an increase in the Unfunded
Accrued Liability (UAL) of approximately $0.6 mllion and an increase in
the Present Value of future enployer Normal Cost of $2.8 million.

FI NANCI AL | MPACT - ANNUAL EMPLOYER CONTRI BUTIONS: In accordance wth
Admi nistrative Code of t he City of New York (ACCNY) Section
13-638. 2(k-2), new UAL attributable to benefit changes are to be anor-
tized as determined by the Actuary but generally over the remaining
working lifetine of those inpacted by the benefit changes. As of June
30, 2018, the remaining working lifetine of the Tier 2 nenbers hired on
or after July 1, 2000 is approximtely 13 years.

For the purposes of this Fiscal Note, the increase in UAL was anor-
tized over a 13-year period (12 paynents under the One-Year Lag Method-
ology (OYLM) wusing level dollar paynents. This paynent plus the
increase in the Normal Cost results in an increase in annual enployer
contributions of approximtely $380, 000 each year.

OTHER COSTS: Not neasured in this Fiscal Note are the follow ng:

* The initial, additional adm nistrative costs of FIRE and other New
York City agencies to inplenent the proposed | egislation.

* Pension costs for Tier 2 nenbers of New York City Police Pension
Fund hired on or after July 1, 2000 who currently have the sane benefit
formula as the Fire Tier 2 nmenbers hired on or after July 1, 2000 and
who rmay obtain the sane benefit inprovement through parity via collec-
tive bargai ning

* The impact of this proposed |egislation on O her Postenpl oynent
Benefit (OPEB) costs.

CONTRI BUTI ON TI M NG For the purposes of this Fiscal Note, it is
assumed that the changes in the Present Value of future enployer
contributions and annual enployer contributions would be reflected for
the first tine in the June 30, 2018 actuarial valuation of FIRE. In
accordance with the OYLM used to determ ne enpl oyer contributions, the
increase in enployer contributions would first be reflected in Fisca
Year 2020.

CENSUS DATA: The estimates presented herein are based on the census
data wused in the Prelimnary June 30, 2018 (Lag) actuarial valuation of
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FIRE to determine the Prelimnary Fiscal Year 2020 enployer contrib-
utions.

There are 5,417 active Tier 2 Fire nmenbers hired on or after July 1,
2000 as of June 30, 2018 and they have an average age of approximtely
40.3 years, average service of approximtely 14.4 years, and an average
sal ary of approxi mately $127, 100.

ACTUARI AL ASSUMPTI ONS AND METHODS: The changes in the Present Val ue of
future enployer contributions and annual enpl oyer contributions
presented herein have been cal cul ated based on the actuarial assunptions
and nmethods in effect for the June 30, 2018 (Lag) actuarial valuations
used to determine the Prelimnary Fiscal year 2020 enployer contrib-
utions of FIRE

RI SK  AND UNCERTAI NTY: The costs presented in this Fiscal Note depend
hi ghly on the actuarial assunptions and net hods used and are subject to
change based on the realization of potential investnment, denobgraphic,
contribution, and other risks. If actual experience deviates from actu-
arial assunmptions, the actual costs could differ fromthose presented
herein. Costs are al so dependent on the actuarial nethods wused, and
therefore different actuarial methods could produce different results.
Quantifying these risks is beyond the scope of this Fiscal Note.

STATEMENT OF ACTUARIAL OPINION: |, Sherry S. Chan, amthe Chief Actu-
ary for, and independent of, the New York Gty Retirenent Systens and
Pension Funds. | ama Fellow of the Society of Actuaries, an Enrolled

Actuary under the Enpl oyee Retirement Inconme and Security Act of 1974, a
Menber of the American Acadeny of Actuaries, and a Fell ow of the Confer-
ence of Consulting Actuaries. | nmeet the Qualification Standards of the
Ameri can Acadeny of Actuaries to render the actuarial opinion contained
herein. To the best of ny know edge, the results contai ned herein have
been prepared in accordance with generally accepted actuarial principles
and procedures and with the Actuarial Standards of Practice issued by
the Actuarial Standards Board.

FI SCAL NOTE |DENTIFICATION: This Fiscal Note 2019-24 dated My 24,
2019 was prepared by the Chief Actuary for the New York Gty Fire
Pension Fund. This estimate is intended for use only during the 2019
Legi sl ati ve Sessi on.



