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STATE OF NEW YORK

9670
I N ASSEMBLY
March 23, 2012

Introduced by M of A LENTCL -- read once and referred to the Commttee
on Governnental Enpl oyees

AN ACT to amend the administrative code of the city of New York, in
relation to extending the benefits of the variable supplenents fund
for housing police and transit police nmenbers of the New York city
enpl oyees' retirement system

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Par agraph (c) of subdivision 1 of section 13-191 of the
adm ni strative code of the city of New York, as anended by chapter 577
of the laws of 1992, is anended to read as foll ows:

(c) "Beneficiary". Any person who receives a retirenent allowance by
reason of having retired, on or after [July first, nineteen hundred
ei ghty-seven] OCTOBER FIRST, N NETEEN HUNDRED Sl XTY-ElI GHT for service
(with credit for twenty or nore years of service toward the m ninmm
period) as a transit police officer; provided, that no person who held a
rank or position as a transit police superior officer, as defined in
subdi vi si on ei ghty-four of section 13-101 of this title who, on or after
May first, nineteen hundred ninety-two, subsequently became a transit
police officer shall be considered a beneficiary unless such person (1)
subsequently perforned at |east three years of service as a transit
police officer or (2) returned to service, from the position of
sergeant, as a transit police officer during the eighteen nonth proba-
tionary period, or such other probationary period as may be applicable
or (3) returned to service as a transit police officer during the three
year period specified in paragraph (e) of subdivision one of section
seventy-five of the civil service law, or (4) returned to service as a
transit police officer as the result of a hearing conducted pursuant to
appl i cabl e | aw.

S 2. Paragraph (c) of subdivision 1 of section 13-191 of the admnis-
trative code of the city of New York, as anended by chapter 375 of the
| aws of 1993, is anended to read as foll ows:

(c) "Beneficiary". Any person who receives a retirenent allowance by
reason of having retired, on or after [July first, nineteen hundred
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ei ghty-seven] OCTOBER FI RST, NI NETEEN HUNDRED SI XTY-EIGHT for service
(with credit for twenty or nore years of service toward the m nimm
period) as a housing police officer; provided, that no person who held a
rank or position as a housing police superior officer, as defined in
subdi vi si on ei ghty-four of section 13-101 of this [chapter] TITLE who,
on or after May first, nineteen hundred ninety-two, subsequently becane
a housing police officer shall be considered a beneficiary unless such
person (1) subsequently performed at |east three years of service as a
housi ng police officer or (2) returned to service, fromthe position of
sergeant, as a housing police officer during the eighteen nonth proba-
tionary period, or such other probationary period as may be applicable
or (3) returned to service as a housing police officer during the three
year period specified in paragraph (e) of subdivision one of section
seventy-five of the civil service law, or (4) returned to service as a
housi ng police officer as the result of a hearing conducted pursuant to
appl i cabl e | aw.

S 3. Paragraph (b) of subdivision 1 of section 13-192 of the adm nis-
trative code of the city of New York, as anended by chapter 720 of the
| aws of 1994, is anended to read as foll ows:

(b) "Beneficiary". Any person who receives a retirenent allowance by
reason of having retired, on or after [July first, nineteen hundred
ei ghty-seven,] OCTOBER FI RST, NI NETEEN HUNDRED SI XTY-El GHT, for service
(with credit for twenty or nore years of service toward the m ninmm
period) as a transit police nenber and as a transit police superior
of fi cer; provided, however, that where a person who held or holds a rank
or position as a transit police superior officer, subsequently and on or
after May first, nineteen hundred ninety-two becane or becones a transit
police officer, and while a transit police officer, retired or retires
for service under such circunstances that he or she would have qualified
as a beneficiary wunder the provisions of paragraph (c) of subdivision
one of section 13-191 of this title (other than the proviso thereof),
but did not or does not qualify as a beneficiary under such paragraph
(c) because he or she was or is disqualified by the terns of such provi-
so, such retiree shall neverthel ess be deened to be a beneficiary under
the provisions of this section.

S 4. Paragraph (b) of subdivision 1 of section 13-192 of the adm nis-
trative code of the city of New York, as anended by chapter 719 of the
| aws of 1994, is anended to read as foll ows:

(b) "Beneficiary". Any person who receives a retirenent allowance by
reason of having retired, on or after [July first, nineteen hundred
ei ghty-seven,] OCTOBER FI RST, NI NETEEN HUNDRED SI XTY-ElI GHT, for service
(with credit for twenty or nore years of service toward the m ninmm
period) as a housing police nenber and as a housing police superior
of ficer, provided, however, that where a person who held or holds a rank
of position as a housing police superior officer, subsequently and on or
after May first, nineteen hundred ninety-two becane or becomes a housing
police officer, and while a housing police officer, retired or retires
for service under such circunstances that he or she would have qualified
as a beneficiary wunder the provisions of paragraph (c) of subdivision
one of section 13-191 of this title (other than the proviso thereof),
but did not or does not qualify as a beneficiary under such paragraph
(c) because he or she was or is disqualified by the terns of such provi-
so, such retiree shall neverthel ess be deened to be a beneficiary under
the provisions of this section.

S 5. This act shall take effect imediately.

FI SCAL NOTE. - - Pursuant to Legislative Law, Section 50:
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PROVI SIONS OF PROPCSED LEG SLATION - OVERVIEW This proposed | egis-
| ation woul d anend Admi nistrative Code of the City of New York ("ACNY")
Sections 13-191{1}, 13-191{2}, 13-192{1}, and 13-192{2} to extend the
paynment of Variabl e Supplenents Fund ("VSF"') benefits to certain reti-
rees.

The proposed |egislation would extend the paynent of VSF benefits to
certain fornmer nmenbers who are retired for service from the New York
City Enployees' Retirement System ("NYCERS'). Such retired NYCERS
menbers consi st of those who retired for service with 20 or nore years
of service as New York City Housing Police ("HP') or New York City Tran-
sit Police ("TP') between Cctober 1, 1968 and June 30, 1987 ("Prior
Retirees").

Specifically, this proposed |egislation would provide for paynents to
Prior Retirees from the following VSFs (referred to hereafter as the
"1 MPACTED VSFs"):

* Housing Police Oficers' Variable Suppl enments Fund ("HPOVSF"),

* Housing Police Superior Oficers' Variable Suppl enment s Fund
(" HPSOVSF") ,

* Transit Police Oficers' Variable Supplenments Fund (" TPOVSF"), and

* Transi t Police Superior Oficers' Variable Supplenents Fund
(" TPSOVSF") .

The Effective Date of the proposed |egislation would be the date of
enact nent .

| MPACT ON BENEFI TS - VSF PAYMENTS: Each of the | MPACTED VSFs currently
provi des suppl enental benefits to fornmer NYCERS nenbers who retired for
service as HP or TP with 20 or nore years of service on or after July 1,
1987.

The | evel of VSF benefits paid is based on a defined schedule varying
by Calendar Year. For Calendar Year 2012 and after, the |evel of VSF
benefits is $12, 000.

These VSF benefits are payabl e on an annual basis on or about Decenber
15th to eligible fornmer NYCERS nenbers for their lifetines. There are no
optional forns of paynent. Upon the death of the NYCERS retiree, VSF
paynents cease.

If the proposed legislation were to be enacted, all Prior Retirees
woul d becone i medi ately eligible for VSF benefits on the Decenber 15th
subsequent to the Effective Date and for each year thereafter.

Note, the Actuary has assunmed that benefits payable wunder this
proposed | egi slation are prospective only (i.e., there would be no
retroactive VSF paynments due before the Effective Date for such Prior
Retirees).

FI NANCI AL | MPACT - BACKGROUND: (Obligations of each retirement system
in the New York Cty Retirement Systens ("NYCRS') for the liabilities
that arise under each VSF are recogni zed through the Liability Val uation
Met hod ("LVM'). Under the LVM whenever the Actuarial Present Value of
Benefits ("APVB") of a VSF exceeds the Actuarial Asset Value ("AAV') of
that VSF, an Actuarial Present Value ("APV') of Future SKIM is estab-
lished as a liability in the related NYCRS

The AAV of each VSF equals a snoot hed val ue of Market Value ("W") of
assets. The W of assets equals the sumof the transfers of excess earn-
ings on equities ("SKIM) fromthe related NYCRS to the VSF, together
with investnent earnings on the VSF, offset by paynents fromthat VSF.

FI NANCI AL | MPACT - APVB: Based on the census data and the actuaria
assunptions and net hods noted herein, the enactnent of the proposed
| egi sl ati on woul d increase the APVB of the | MPACTED VSFs by approxi mat e-
ly $77.2 million as of June 30, 2010.



A. 9670 4

FI NANCI AL | MPACT - APV OF FUTURE SKIM 1In general, an increase in the
APVB of a VSF increases the APV of Future SKIM to be paid from the
rel at ed NYCRS

Thus, the APV of Future SKIM of NYCERS woul d i ncrease by approxi mately
$77.2 mllion as of June 30, 2010 due to increases in the APVB of the
| MPACTED VSFs.

In accordance with Chapter 255 of the Laws of 2000 (" Chapter 255/00"),
the increase in APV of Future SKIM woul d becone an obligati on of NYCERS

Actual transfers of assets from NYCERS to the |MPACTED VSFs would
occur as paynents of the VSF benefits to Prior Retirees whenever such
| MPACTED VSF assets are insufficient.

FI NANCI AL | MPACT - ANNUAL EMPLOYER CONTRI BUTI ONS: Based on the census
data and the actuarial assunptions and net hods noted herein, the enact-
ment of this proposed legislation would increase annual enployer
contributions to NYCERS by approximtely $10.2 m | lion.

If enacted during the 2012 Legislative Session on or before June 30,
2012, increased contributions to NYCERS woul d begin Fiscal Year 2013.

If enacted during the 2012 Legi sl ative Session after June 30, 2012 but
bef ore June 30, 2013, increased enployer contributions to NYCERS would
begin Fiscal Year 2013.

OTHER COSTS: The enactnent of this proposed |egislation would al so be
expected to result in increases (including certain one-tine increases)
in adm ni strative expenses of NYCERS and certain New York City agenci es.

CENSUS DATA: The census data used for estinmates of APVB and enpl oyer
contributions presented herein include 1,133 HP and 2,460 TP retirees
and beneficiaries who were included in the June 30, 2010 actuarial val u-
ation of NYCERS.

O such 3,593 HP and TP retirees and beneficiaries, there are 447 HP
and 636 TP retirees who currently receive VSF benefits.

Under this proposed |egislation, an additional 262 HP and 597 TP
Service Retirees between Cctober 1, 1968 and June 30, 1987 would qualify
as Prior Retirees and woul d becone eligible to receive VSF benefits.

ACTUARI AL ASSUMPTI ONS AND METHODS: Additional APVB and enpl oyer
contri butions have been estimated as of June 30, 2010 based on the actu-
arial assunptions and nmethods currently used in the June 30, 2010 (Lag)
actuarial valuation of NYCERS, including an Actuarial Interest Rate
("AIR") assunption of 8.0% per annum to determne enployer contrib-
utions for Fiscal Year 2012 and thereafter.

The actuarial assunptions wused to determ ne the increase in APVB of
VSF benefits include an AR assunption of 4.0% per annum for each of the
| MPACTED VSFs.

Addi ti onal enpl oyer contributions to NYCERS have been estinmated assum
ing the additional APV of Future SKIM would be financed through future
normal contri butions.

POTENTI AL CHANGES | N ACTUARI AL ASSUMPTI ONS AND METHODS: The i npact of
enact nent of the proposed legislation provided in this Fiscal Note has
been based on the continued use of the current actuarial assunptions and
met hods.

However, the Actuary is currently in the process of proposing a new
package of actuarial assunptions and nethods for wuse in deternining
enpl oyer contributions to NYCERS for Fiscal Year 2012 and after, as the
current actuarial assunptions no |onger represent the Actuary's best
esti mat es.

It is anticipated that the proposed new package of actuarial assunp-
tions and nethods would likely result in different APVB than the anpunt
determined under the current actuarial assunptions and methods. Annua
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enpl oyer costs and contributions would change simlarly assumng that
the prior service obligation associated with this change in APVB were
anortized over a period conparable to that required wunder the current
actuarial nethodol ogy.

Hence, the estinmated financial inpact of proposed | egislation incorpo-
rating the new package of actuarial assunptions and nethods is expected
to differ fromthe financial inpact conputed using the actuarial assunp-
tions and nethods continued from Fi scal Year 2011.

ECONOM C VALUES OF BENEFI TS: The actuarial assunptions used to deter-
mne the financial inpact of the proposed |egislation discussed in this
Fi scal Note are those appropriate for budgetary nodels and deternining
annual enpl oyer contributions to NYCERS

However, the econom c assunptions (current and proposed) that are used
for determning enployer contributions do not devel op risk-adjusted,
econoni ¢ val ues of benefits. Such risk-adjusted, economc values of

benefits would likely differ significantly fromthose devel oped by the
budget ary nodel s.

STATEMENT OF ACTUARIAL OPINION: |, Robert C. North, Jr., amthe Chief
Actuary for the New York City Retirenment Systens. | ama Fellow of the

Soci ety of Actuaries and a Menber of the American Acadeny of Actuaries.
I rmeet the Qualification Standards of the Anerican Acadeny of Actuaries
to render the actuarial opinion contained herein.

FI SCAL NOTE | DENTI FI CATION: This estinate is intended for wuse only
during the 2012 Legislative Session. It is Fiscal Note 2012-03, dated
January 19, 2012, prepared by the Chief Actuary for the New York Gty
Enpl oyees' Retirenent System



