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STATE OF NEW YORK

9594
| N ASSEMBL Y
May 9, 2014

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

AN ACT to anmend the administrative code of the city of New York and the
retirement and social security law, in relation to the disability
benefits of nmenbers of the New York city police pension fund

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

Section 1. Subdivisions a and b of section 13-254 of the admnistra-
tive code of the city of New York, subdivision a as anended by chapter
438 of the laws of 1986, are amended to read as foll ows:

a. Once each year the board may, and wupon his or her application
shall, require any disability pensioner, under the mninmm age or period
for service retirement elected by himor her, OR ANY DI SABI LI TY PENSI O\
ER RETI RED PURSUANT TO SECTI ON FI VE HUNDRED SI X OR FI VE HUNDRED SEVEN OF
THE RETI REMENT AND SOCI AL SECURI TY LAW AND WHO | S UNDER EARLY RETI RE-
MENT AGE AS DEFI NED I N SECTI ON FI VE HUNDRED ONE OF THE RETI REMENT AND
SOCI AL SECURITY LAW FOR PCLI CE/ FI RE MEMBERS t o undergo nedi cal exam na-
tion. Such exam nation shall be nade at the place of residence of such
beneficiary or other place nmutually agreed upon. Upon the conpletion of
such exam nation the nedical board shall report and certify to the board
whet her such beneficiary is or is not totally or partially incapacitated
physically or nentally and whether he or she is or is not engaged in or
able to engage in a gainful occupation. If the board concurs in a report
by the medical board that such beneficiary is able to engage in a gain-
ful occupation, he or she shall certify the nane of such beneficiary to
the appropriate civil service comm ssion, state or rmnunicipal, and such
commi ssion shall place his or her nane as a preferred eligible on such
appropriate lists of candidates as are prepared for appointnment to posi-
tions for which he or she is stated to be qualified. Should such benefi -
ciary be engaged in a gainful occupation, or should he or she be offered
city-service as a result of the placing of his or her name on a civil
service list, such board shall reduce the anount of his or her disabili-
ty pension and his or her pension-for-increased-take-honme-pay, if any,
to an anmount which, when added to that then earned by himor her, or
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earnable by himor her in city-service so offered himor her, shall not
exceed the current maxinmumsalary for the title next higher than that
hel d by himor her when he or she was retired. Should the earning capac-
ity of such beneficiary be further altered, such board nmay further alter
his or her pension and his or her pension-for-increased-take-home- pay,
if any, to an anmpunt which shall not exceed the rate of pension and his
or her pension-for-increased-take-hone-pay, if any, upon which he or she
was originally retired but which, subject to such limtation, shal
equal , when added to that earnable by himor her, the current maxinum
salary for the title next higher than that held by himor her when he or
she was retired. The provisions of this section shall be executed, any
provi sion of the charter or the code to the contrary notw thstandi ng.

b. Should any disability pensioner, under the mninmum age or period
for service retirenment elected by himor her, OR ANY DI SABI LI TY PENSI O\
ER RETI RED PURSUANT TO SECTI ON FI VE HUNDRED SI X OR FI VE HUNDRED SEVEN OF
THE RETI REMENT AND SOCI AL SECURI TY LAW AND WHO | S UNDER EARLY RETI RE-
MENT AGE AS DEFI NED I N SECTI ON FI VE HUNDRED ONE OF THE RETI REMENT AND
SOCI AL SECURITY LAW FOR POLICE FI RE MEMBERS, refuse to submit to one
nmedi cal exami nation in any year by a physician or physicians designated
by the medical board, his or her pension and his or her pension-for-in-
creased-t ake- home-pay, if any, may be discontinued wuntil his or her
wi t hdrawal of such refusal. Should such refusal continue for one year,
all his or her rights in and to such pension and his or her pension-for-
i ncreased-t ake- honme-pay, if any, nmay be revoked by such board.

S 2. Section 506 of the retirenent and social security lawis anended
by addi ng a new subdivision e to read as foll ows:

E. 1. NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S CHAPTER OR OF ANY
GENERAL, SPECI AL OR LOCAL LAW CHARTER, ADM NI STRATIVE CODE OR RULE OR
REGULATION TO THE CONTRARY, SUBDIVISIONS A, B, C AND D OF THI S SECTI ON
SHALL NOT APPLY TO MEMBERS OF THE NEW YORK CI TY PCLI CE PENSI ON FUND WHO
ARE SUBJECT TO THIS ARTICLEE A MEMBER OF THE NEW YORK CI TY POLI CE
PENSI ON FUND WHO IS SUBJECT TO THI S ARTI CLE SHALL |INSTEAD BE ELId BLE
FOR ORDI NARY DI SABI LI TY RETI REMENT PURSUANT TO SECTI ONS 13-216, 13-251
AND 13-254 OF THE ADM NI STRATI VE CODE OF THE CI TY OF NEW YORK, AND SHALL
RECEI VE A RETI REMENT ALLOMNCE WHI CH SHALL CONSI ST OF

(1) AN ANNUI TY, WHI CH SHALL BE THE ACTUARI AL EQUI VALENT OF HS OR HER
ACCUMULATED CONTRI BUTIONS, | F ANY, AT THE TIME OF H'S OR HER RETI REMENT;

(1) A PENSION WCH IS THE ACTUARIAL EQU VALENT OF THE
RESERVE- FOR- | NCREASED- TAKE- HOVE- PAY TO WHI CH HE OR SHE MAY THEN BE ENTI -
TLED, | F ANY; AND

(I'11) A PENSION, WHCH, TOGETHER WTH H'S OR HER ANNUITY AND THE
PENSI ON- PROVI DI NG- FOR- | NCREASED- TAKE- HOVE- PAY, | F ANY, SHALL BE EQUAL TO
A RETI REMENT ALLOMNCE EQUAL TO ONE- FORTIETH OF H'S OR HER FI NAL AVERAGE
SALARY MULTI PLI ED BY THE NUMBER OF YEARS OF Cl TY- SERVI CE CREDI TED TO HI M
OR HER, BUT NOT LESS THAN (1) ONE-HALF OF H'S OR HER FI NAL AVERAGE SALA-
RY, | F THE YEARS OF Cl TY- SERVI CE CREDI TED TO HHM OR HER ARE TEN OR MORE
OR (2) ONE-THIRD OF H'S OR HER FI NAL AVERAGE SALARY, |F THE YEARS OF
Cl TY- SERVI CE CREDI TED TO HH M OR HER ARE LESS THAN TEN.

2. THE PROVI SIONS OF SUBDIVISIONS G H AND | OF SECTION FIVE HUNDRED
SEVEN OF THI'S ARTICLE SHALL APPLY TO DI SABI LI TY BENEFI TS UNDER THI S
SUBDI VI SI ON

S 3. Cause 1 of subparagraph (a) of paragraph 2 of subdivision g of
section 507 of +the retirement and social security |aw, as anended by
chapter 489 of the laws of 2008, is amended to read as foll ows:

[(1)] Notwithstanding the provisions of this chapter or of any gener-
al, special or local law, charter, adnm nistrative code or rule or regu-
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lation to the contrary, if a nenber who participated in Wrld Trade
Center rescue, recovery or cleanup operations, as defined in section two
of this chapter, and subsequently retired on a service retirenment, an
ordinary disability retirement, AN ACCI DENTAL DI SABI LI TY RETI REMENT, A
VESTED RETI REMENT or a performance of duty disability retirenent and
subsequent to such retirenent is determ ned by the conptroller or appli-
cable retirement system board of trustees to have a qualifying Wrld
Trade Center condition, as defined in section two of this chapter, upon
such determnation by the conptroller OR APPLI CABLE RETI REMENT SYSTEM
BOARD OF TRUSTEES it shall be presuned that such disability was incurred
in the performance and di scharge of duty as the natural and proxinate
result of an accident not caused by such nenber's own willful negli-
gence, and that the nmenber woul d have been physically or nmentally inca-
pacitated for the performance and di scharge of duty of the position from
whi ch he or she retired had the condition been known and fully devel oped
at the tinme of the nenber's retirenent, unless the contrary is proven by
conpet ent evi dence.

S 4. Section 507 of the retirenment and social security |law is anmended
by addi ng a new subdivision j to read as foll ows:

J. NOTW THSTANDI NG ANY OTHER PROVISION OF THI'S CHAPTER OR OF ANY
GENERAL, SPECIAL OR LOCAL LAW CHARTER, ADM NI STRATI VE CODE OR RULE OR
REGULATI ON TO THE CONTRARY, SUBDIVISIONS A, B, CC Db E AND F OF TH'S
SECTI ON SHALL NOT APPLY TO MEMBERS OF THE NEW YORK CI TY PCOLI CE PENSI ON
FUND WHO ARE SUBJECT TO THI S ARTICLE. A MEMBER OF THE NEW YORK CTY
POLICE PENSION FUND WHO |S SUBJECT TO TH' S ARTI CLE SHALL | NSTEAD BE
ELI G BLE FOR ACCI DENTAL DI SABILITY RETIREMENT PURSUANT TO SECTI ONS
13-215, 13-252 AND 13-254 OF THE ADM NI STRATI VE CODE OF THE CI TY OF NEW
YORK, AND SHALL RECElI VE A RETI REMENT ALLOMANCE WHI CH SHALL CONSI ST OF

1. AN ANNUI TY, WHI CH SHALL BE THE ACTUARI AL EQUI VALENT OF HHS OR HER
ACCUMULATED CONTRI BUTIONS, | F ANY, AT THE TIME OF H'S OR HER RETI REMENT;

2. A PENSION WHI CH | S THE ACTUARI AL EQUI VALENT OF THE RESERVE- FOR- | N-
CREASED- TAKE- HOVE- PAY TO WHI CH HE OR SHE MAY THEN BE ENTI TLED, |F ANY;
AND

3. A PENSION, OF THREE- QUARTERS OF H' S OR HER FI NAL AVERAGE SALARY, IN
ADDI TION TO THE ANNU TY AND PENSI ON PROVI DED FOR BY PARAGRAPHS ONE AND
TWO OF THI' S SUBDI VI SI ON

S 5. Section 510 of the retirenent and social security lawis anended
by addi ng a new subdivision i to read as foll ows:

| . NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S ARTI CLE OR THE ADM NI S-
TRATIVE CODE OF THE CITY OF NEW YORK, THE ANNUAL ESCALATI ON PROVI DED I N
THI'S SECTI ON SHALL NOT APPLY TO THE ORDI NARY OR ACCI DENTAL DI SABILITY
RETI REMENT BENEFIT OF MEMBERS OF THE NEW YORK CI TY POLI CE PENSI ON FUND
VHO RETI RE PURSUANT TO SECTI ON FI VE HUNDRED SI X OR FI VE HUNDRED SEVEN OF
TH' S ARTI CLE. THE ORDI NARY OR ACCI DENTAL DI SABI LI TY RETI REMENT BENEFI T
OF MEMBERS OF THE NEW YORK CI TY POLI CE PENSI ON FUND WHO RETI RE PURSUANT
TO SECTI ON FI VE HUNDRED SI X OR FI VE HUNDRED SEVEN OF THI S ARTI CLE SHALL
BE ADJUSTED FOR COST-OF-LIVING PURSUANT TO THE PROVI SI ONS OF SECTI ON
13-696 OF THE ADM NI STRATI VE CODE OF THE CI TY OF NEW YORK

S 6. Subdivision f of section 511 of the retirenment and social securi-
ty law, as anmended by chapter 18 of the laws of 2012, is anmended to read
as foll ows:

f. This section shall not apply to general nenbers in the uniforned
correction force of the New York city departnment of correction or to
uni formed personnel in institutions wunder the jurisdiction of the
department of corrections and comunity supervision and security hospi -
tal treatnment assistants, as those terns are defined in subdivision i of
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section eighty-nine of this <chapter, provided, however, that the
provisions of this section shall apply to a New York city unifornmed
correction/sanitation revised plan nmenber, AND THI S SECTION SHALL ALSO
NOT APPLY TO MEMBERS OF THE NEW YORK CI TY POLI CE PENSI ON FUND WHO ARE
SUBJECT TO THI S ARTI CLE WHO RETI RE ON ORDI NARY OR ACCI DENTAL DI SABI LI TY
RETI REMENT PURSUANT TO SECTI ON FI VE HUNDRED SI X OR FI VE HUNDRED SEVEN OF
TH S ARTI CLE.

S 7. Section 512 of the retirenment and social security |law is anmended
by addi ng a new subdivision e to read as foll ows:

E. NOTW THSTANDI NG THE PROVI SIONS OF SUBDI VI SION A OF THI S SECTI ON, OR
ANY OTHER GENERAL SPECI AL OR LOCAL LAW W TH RESPECT TO MEMBERS OF THE
NEW YORK CITY POLICE PENSI ON FUND WHO RETI RE PURSUANT TO SECTI ON FI VE
HUNDRED SI X AND FI VE HUNDRED SEVEN OF THIS ARTICLE A MEMBER S FINAL
AVERAGE SALARY SHALL MEAN THE SALARY EARNED BY SUCH MEMBER DURI NG THE
ONE- YEAR PERI OD | MVEDI ATELY PRI OR TO RETI REMENT, EXCLUSI VE OF ANY FORM
OF TERM NATI ON PAY (WHI CH SHALL | NCLUDE ANY COVPENSATI ON | N ANTI Cl PATI ON
OF RETI REMENT) OR ANY LUWP SUM PAYMENT FOR DEFERRED COVPENSATI ON, SICK
LEAVE, OR ACCUMULATED VACATI ON CREDI T, OR ANY OTHER PAYMENT FOR TI ME NOT
WORKED ( OTHER THAN COMPENSATI ON RECEI VED WHI LE ON SI CK LEAVE OR AUTHOR-
| ZED LEAVE OF ABSENCE); PROVI DED, HOAEVER, |F THE SALARY OR WAGES EARNED
DURI NG THE ONE- YEAR PERI OD | MVEDI ATELY PRI OR TO RETI REMENT EXCEEDS THAT
OF THE PREVI QUS ONE- YEAR PERI OD BY MORE THAN TWENTY PER CENTUM THE
AMOUNT | N EXCESS OF TWENTY PER CENTUM SHALL BE EXCLUDED FROM THE COWPU-
TATI ON OF FI NAL AVERAGE SALARY. | N DETERM NI NG FI NAL AVERAGE SALARY, ANY
MONTH OR MONTHS (NOT IN EXCESS O THREE) WHI CH WOULD OTHERW SE BE
| NCLUDED I N COWPUTI NG FI NAL AVERAGE SALARY BUT DURI NG WHI CH THE MEMBER
WAS ON AUTHORI ZED LEAVE OF ABSENCE W THOUT PAY SHALL BE EXCLUDED FROM
THE COMPUTATI ON OF FI NAL AVERAGE SALARY AND THE MONTH OR AN EQUAL NUMBER
OF MONTHS | MVEDI ATELY PRECEDI NG SUCH PERI OD SHALL BE SUBSTI TUTED I N LI EU
THEREOF.

S 8. This act shall take effect on the sixtieth day after it shall
have becone a | aw

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

BACKGROUND - DESI GN OF PROPOSED LEG SLATI ON

In general, the QA believes that proposed | egislation should:

* Be technically accurate,

* Be clear in its intent,

* Be adm ni strable, and

* Meet desired policy objectives.

Wil e the OA cannot provide any legal analysis, the OA has done a
review of the proposed | egislation and has sone concerns. These concerns
that follow represent the best understanding of the Actuary and staff of
the QA and should not be considered |egal interpretations. Al of these
concerns and suggestions should be reviewed by Counsel.

For purposes of this letter, all nenbers of the New York City Police
Pension Fund ("POLICE") subject to Article 14 of the RSSL will be
referred to as "Tier Il POLICE Menbers.” O those Tier 111 Police
Menbers who have a date of nenbership prior to April 1, 2012, they wll
be referred to as an "Original Tier Il PCLICE Menbers." O those Tier
1l POLICE Menbers who have a date of nenbership on or after April 1,
2012, they will be referred to as "Revised Tier 11l PO.LI CE Menbers. "

CONCERNS W TH PROPOSED LEGQ SLATI ON W TH RESPECT TO ORDI NARY DI SABI LI TY
RETI REMENT (" ODR') AND ACCI DENTAL DI SABI LI TY RETI REMENT ("ADR")

* Benefits Conpared to Tier | and Tier I

The proposed legislation, if enacted, would revise the ODR and ADR
benefit fornmulas for Tier 111 POLI CE Menbers.
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It appears that the proposed Tier Il ODR benefit formula is intended
to be the sane as the ODR benefit available to Tier I and Tier Il POLICE
Menbers (i.e., 1/40 of Final Average Salary ("FAS') nmultiplied by the
years of service, but not less than (1) one-half of FAS if the years of
service are 10 or nore or (2) one-third of FAS if the years of service

are less than 10) where the FAS for Tier 11l POLICE Menbers would be
based on a one-year FAS, the sane as for Tier Il and simlar to the rate
of pay for Tier 1I.

Simlarly, it also appears that the proposed ADR benefit fornula for
Tier 11l POLICE Menbers is intended to be the sane as the ADR benefit
avai lable to Tier | and Tier Il POLICE Menbers (i.e., 75% of Final Aver-
age Salary ("FAS")), where the FAS for Tier |1l PCLI CE Menbers woul d be
based on a one-year FAS, the sane as for Tier Il and simlar to the rate

of pay for Tier 1I.

Note: Tier | and Tier Il POLICE Menbers are also entitled to an addi -
tional 1/60 of total earnings after their 20th anniversary. It is the
under standi ng of the Actuary that the Tier 11l POLICE Menbers inpacted
by the proposed legislation would not receive this additional 1/60 of
total earnings after 20 years of service.

PCLICE Tier | and Tier Il ODR and ADR benefits are subject to Cost-of-
Li ving Adjustnents ("COLA") under Chapter 125 of the Laws of 2000 on the
first $18,000 of benefit after five years of Disability Retirement.

G ven the proposed statutory references, it is the wunderstanding of

the Actuary that the proposed ODR and ADR benefits for Tier |11l POLICE
Menbers woul d be entitled to the COLA described in the preceding para-
graph, but would NOT be subject to an annual Tier Ill Escal ation

increase on the full benefit imediately from the date of Disability
Retirement .

* Reference to | THP

The proposed legislation, in defining the revised ODR and ADR bene-
fits, uses the term | ncreased- Take- Hone-Pay ("I THP").

ITHP is a special benefit provided to Tier | and Tier Il menbers and
is not defined for Tier Il nenbers.

Gven the history that no Tier IIl Menbers have ever received | THP
benefits, the Actuary has assumed that if the proposed |egislation were
enacted, Tier |11 POLICE Menbers would not be entitled to | THP.

* Annuitization of Menmber Contributions

The proposed legislation would include in the ODR and ADR benefit
fornmulas for Tier Il PCOLICE Menbers, a benefit in the formof an annui -
ty equal to the actuarial equivalent of the accunulated Tier Il nenber
contributions at retirenent.

Annui ti zed benefits based directly on nenber contributions are avail -
able to Tier | and Tier Il POLICE Menbers. However, it 1is the under-
standing of the Actuary that no current Tier |1l Menber has any benefit
which is defined as an annuitization of accunulated nenber contrib-
utions.

* Presunptive Conditions for ADR

It is the understanding of the Actuary that the proposed | egislation,
if enacted, would provide Tier Il POLICE Menbers the ability to be
eligible for and to utilize the presunptive conditions that qualify for
ADR that are available to Tier | and Tier |l POLI CE Menbers.

The reasoni ng behind this understanding is that in the proposed |egis-
lation, eligibility conditions for Tier Il PCOLICE Menbers for CODR woul d
be determ ned pursuant to the Administrative Code of the City of New
York ("ACNY") Sections 13-216, 13-251 and 13-254 (i.e., those that apply
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to Tier 1 and Tier Il PCLI CE Menbers), notw thstanding anything to the
contrary.

Simlarly, in the proposed Ilegislation, eligibility conditions for
Tier 11l POLICE Menbers for ADR would be determned pursuant to the
Adm nistrative Code of the City of New York ("ACNY") Sections 13-216,
13-252 and 13-254 (i.e., those that apply to Tier I and Tier Il POLICE
Menbers), notw t hstanding anything to the contrary.

It is the wunderstanding of the Actuary that in the proposed |egis-
lation, eligibility for ODR and ADR woul d not be pursuant to Retirenent
and Social Security Law ("RSSL") Section 507.e. RSSL Section 507.e
provi des that a nenber shall not be eligible for ODR or ADR wunless the
menber waives the benefits of any statutory presunptions. Accordingly,
it is the understanding of the Actuary that since wunder the proposed
| egi sl ati on RSSL 507.e would no |longer apply to Tier |1l POLI CE Menbers,
Tier 11l POLICE Menbers would not be required to waive RSSL Section
507.e in order to be eligible for ODR or ADR benefits. Consequently, the
statutory presunptions would apply since they have not been wai ved.

In accordance with the above reasoning, since current Tier IlIl1 POLICE
Menbers are required to waive the presunptions pursuant to RSSL Section
507.e, it is the understanding of the Actuary that Tier 111 POLICE

Menbers are currently not entitled to presunptive conditions for ADR

FI SCAL NOTE: PROVI SI ONS OF PROPOSED LEG SLATION: Thi s proposed | egis-
| ation woul d anend Retirenent and Social Security Law ("RSSL") Sections
506, 507, 510, 511 and 512 and amend Admi nistrative Code of the Gty of
New York ("ACNY") Section 13-254 to change, for nenbers of the New York
City Police Pension Fund ("POLICE") subject to Article 14 of the RSSL,
the eligibility for and the calculation of Ordinary Disability Retire-
ment ("ODR') benefits and Accidental Disability Retirement ("ADR') bene-
fits.

For purposes of this Fiscal Note, all POLICE nenbers subject to Arti -

cle 14 of the RSSL will be referred to as "Tier |1l POLICE Menbers.” O
those Tier |11l POLICE Menbers who have a date of nenbership prior to
April 1, 2012, they will be referred to as "Original Tier 111 POLICE

Menbers." O those Tier Il POLICE Menbers who have a date of nenbership
on or after April 1, 2012, they will be referred to as "Revised Tier Il
POLI CE Menbers. "

The Effective Date of the proposed |egislation would be the 60th day
after the date of enactnent.

| MPACT ON ODR BENEFI TS PAYABLE: The current eligibility provisions for
ODR benefits for Tier 11l POLICE Menbers are based on:

* Conpleting five or nore years of service, and

* Becoming eligible for Primary Social Security Disability retiremnment
benefits.

Such ODR benefits are equal to the greater of:

* 33 1/ 3% of Three-Year Final Average Salary ("FAS3") for Oiginal

Tier 111 POLICE Menbers or Five-Year Final Average Salary ("FAS5") for
Revised Tier 111 PCOLI CE Menbers, or
* 2% of FAS3 (FAS5 for Revised Tier 111 POLICE Menbers) nultiplied by

years of credited service (not in excess of 22 years),

* Reduced by 50%of the Primary Social Security Disability benefits
(determ ned under RSSL Section 511), and

* Reduced by 100% of Workers' Conpensation benefits (if any).

It is the understanding of the Actuary that POLICE are not covered by
Workers' Conpensati on.

Under the proposed legislation the eligibility requirements for ODR
benefits for Tier 11l POLICE Menbers would be revised to be the sanme as
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those provided in ACNY Sections 13-216, 13-251 and 13-254 (i.e., the
provi sions applicable to Tier I and Tier Il POLI CE nenbers).

In particular, conpleting five or nore years of service would not be
required in order to be eligible for ODR benefits. In other words, there
woul d not any requirenment for any mninmum length of service to be
conpleted in order to be eligible for ODR benefits.

Under the proposed legislation, if enacted, the CDR benefit for Tier
11 POLI CE Menbers woul d be an al |l owance consi sting of:

* An actuarial equival ent annuity of accunul ated nenber contri butions,
pl us

* A pension, which together with the annuity, equal to 1/40 of One-
Year Final Average Salary ("FAS1") multiplied by years of credited
service, but not |ess than:

* 1/2 of FASL, if years of credited service are greater than or equa
to 10 years, or

* 1/3 of FASL, if years of credited service are less than 10 years.

Note: The proposed legislation also states that one conmponent of the
ODR benefit would be the actuarial equivalent annuity of an increased-
Take- Honme- Pay ("1 THP") reserve. This theoretical benefit is not included
in this Fiscal Note analysis since it is the understanding of the Actu-
ary that ITHP is not available to Tier IIl nenbers generally and is not
specifically defined in the proposed |egislation.

In addition, the proposed |egislation would NOT apply the Escal ati on
avai | abl e under RSSL Section 510 to ODR benefits for Tier 111 POLICE
Menbers. However, such CODR benefits would still be eligible for Cost-of-
Li ving Adjustnents ("COLA") under Chapter 125 of the Laws of 2000.

| MPACT ON ADR BENEFI TS PAYABLE: The current eligibility provisions for

ADR benefits for Tier 11l PCLI CE Menbers are based on satisfying either:

* Being eligible for Social Security Disability retirenment benefits
and havi ng becone di sabled due to an accident sustained in the I|ine of
duty, or

* Being physically or nentally incapacitated as a result of an acci-
dent sustained in the line of duty as determned by the appropriate
adm ni strative authority assigned by POLI CE

As a consequence of RSSL Section 507.e, a Tier Il POLI CE Menber woul d
not be eligible for ADR unless the nenber waived the benefits of any
statutory presunptions (e.g., certain heart diseases).

Such ADR benefits are calculated using a forrmula of 50% nnultiplied by
FAS3 for Oiginal Tier 11l Police Menbers or FAS5 for Revised Tier |11
PCLI CE Menbers | ess 50% of Primary Social Security disability benefit
(determ ned wunder RSSL Section 511) and |ess 100% of Wrkers' Conpen-
sation benefits (if any).

Note: It is the understanding of the Actuary that POLICE are not
covered by Workers' Conpensati on.

Under the proposed legislation the eligibility requirements for ADR
benefits for Tier 11l POLICE Menbers would be revised to be the sanme as
those provided in ACNY Sections 13-216, 13-252 and 13-254 (i.e., the
provi sions applicable to Tier I and Tier Il POLI CE Menbers).

In addition, it is the understanding of the Actuary that the proposed

| egislation, if enacted, would provide Tier Ill POLICE Menbers the abil -
ity to be eligible for and to utilize the statutory presunptions (e.g.,
certain heart diseases) that qualify certain Tier | and Tier Il POLICE

Menbers for ADR

Under the proposed legislation, if enacted, the ADR benefit for Tier
1l POLI CE Menbers would be revised to equal a retirenent allowance
equal to the sum of:
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* An actuarial equival ent annuity of accunul ated nenber contri butions,
pl us

* 75% mul ti plied by FASL.

Note: The proposed |legislation also states that one conmponent of the
ADR benefit woul d be the actuarial equivalent annuity of an Increased-
Take- Honme- Pay ("1 THP") reserve. This theoretical benefit is not included
in this Fiscal Note analysis since it is the understanding of the Actu-

ary that ITHP is not available to Tier |1l nenbers generally and is not
specifically defined in the proposed |egislation.

Also not, it is the understanding of the Actuary that the Tier
PCLI CE Menbers inpacted by the proposed legislation would not rece
any additional 1/60 of annual earnings after 20 years of service.

In addition, the proposed |egislation would NOT apply the Escal ati on
avai | abl e under RSSL Section 510 to ADR benefits for Tier 111 POLICE
Menbers. However, such ADR benefits would still be eligible for Cost-of-
Li ving Adjustnents ("COLA") under Chapter 125 of the Laws of 2000.

FI NANCI AL | MPACT - CHANGES | N BENEFITS - ACTUARI AL PRESENT VALUES.
Based on the census data and the actuarial assunptions and net hods noted
herein, if the Effective Date is on or before June 30, 2015, then this
woul d change the Actuarial Present Value ("APV') of benefits ("APBV'),
APY of menbers contributions, the Unfunded Actuarial Accrued Liability
("UAAL") and APV of future enployer contributions as of June 30, 2013
for Tier 11l POLI CE Menbers.

FI NANCI AL | MPACT - CHANGES IN PRQIECTED APV OF FUTURE EMPLOYER
CONTRI BUTI ONS AND PRQIECTED EMPLOYER CONTRI BUTI ONS: For purposes of this
Fiscal Note, it 1is assumed that the changes in APBV, APV of nenber
contributions, UAAL and APV of future enployer contributions would be
reflected for the first time in the June 30, 2013 actuarial valuation of
POLI CE.

Under the One-Year Lag Methodology ("OYLM'), the first year that
changes in benefits for Tier 111 POLICE Menbers could inpact enployer
contributions to POLI CE woul d be Fiscal Year 2015.

In accordance wth ACNY Section 13.638.2(k-2), new UAAL attri butabl e
to benefit changes are to be anortized as determ ned by the Actuary but
generally over the remaining working lifetinme of those inpacted by the
benefit changes. As of June 30, 2013, the renmamining working lifetinme of

Il
ve

the Tier Il POLICE Menbers is approxi nately 18 years. Recogni zi ng that
this period will decrease over tinme as the group of Tier 111 Menbers
matures, the Actuary would I|ikely choose to anortize the new UAAL

attributable to this proposed legislation over a 15-year period (14
paynments under the OYLM Met hodol ogy).

The following Table 1A presents an estimate of the increases due to
the changes in ODR and ADR provisions for Tier IIl POLICE Menbers in the
APV of future enployer contributions and in enployer contributions to
PCOLICE for Fiscal Years 2015 through 2019 that would occur based on the
appl i cabl e actuarial assunptions and met hods noted herein:

Tabl e 1A
Esti mated Fi nancial |npact on POLICE
If Certain Revisions are Made to
Provi sions for ODR and ADR Benefits
for Tier 11l POLI CE Member s*

($ MIlions)
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I ncrease in APV of I ncrease in Enpl oyer
Fi scal Year Fut ure Enpl oyer Contri butions Contri buti ons
2015 $266. 4 $34.9
2016 372.2 46. 4
2017 463.0 56.0
2018 545.0 64.5
2019 617.9 71.5

* Based on actuarial assunptions and nethods set forth in the Actuaria
Assunptions and Method Section. Al so, based on the projection assunp-
tions as described herein.

ODR and ADR benefits are NOT subject to Tier Ill Escal ation (RSSL
Section 510).
The follow ng Table 1B presents the estimate of the increases due to the
changes in the ODR and ADR provisions fromTable 1A and splits those
results between Oiginal Tier Ill Police Menbers and Revised Tier Il
POLI CE Menbers.

Tabl e 1B
Esti mated Fi nancial |npact on POLICE

If Certain Revisions are Made to
Provi sions for ODR and ADR Benefits

For Original Tier 11l PCLI CE Menbers
And Revised Tier 11l POLI CE Menber s*
($ MIIions)
I ncrease in APV of Future I ncrease in
Enpl oynent Contri butions Enpl oyer Contri butions
Fi scal Ori gi nal Revi sed Ori gi nal Revi sed
Year Tier 111 Tier 111 Tier 111 Tier 111
PQOLI CE POLI CE POLI CE PQOLI CE
Menmber s Menber s Menmber s Menber s
2015 $170. 3 $96. 1 $22.3 $12.6
2016 158. 4 213.8 19. 8 26.6
2017 145. 8 317.2 17.9 38.1
2018 137.3 407. 7 16. 6 47.9
2019 129. 8 488. 1 15.4 56.1

* Based on Actuarial Assunptions and Methods set forth in the Actuaria
Assunptions and Method Section. Al so, based on the projection assunp-
tions as described herein.

ODR and ADR benefits are NOT subject to Tier 11l Escalation (RSSL
Section 510).

Note that the split of the results show above are cal cul ated assum ng

t he proposed | egislation would be enacted (l.e., it would cover both
Oiginal and Revised Tier |1 POLICE Menbers). If simlar |egislation
woul d be enacted for Revised Tier Il POLICE Menbers only, the results

woul d differ fromthose shown above for these Menbers.

The estimated increases in enployer contributions shown in Tables 1A
and 1B are based upon the follow ng projection assunptions:

* Level workforce (i.e. new enployees are hired to replace those who
| eave active status).
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* Projected salary increases consistent with those used in projections
presented to the New York City Ofice of Mnagenent and Budget
("NycowB") for use in the February 2014 Financial Plan ("Prelimnary
Proj ections").

* New entrant salaries consistent with those used in the Prelimnary
Proj ecti ons.

These "open group" projections include future new entrants introduced
into the census data nodels to project the future workforces.

As of each future actuarial valuation date, the current "cl osed group"
actuarial assunptions and val uati on net hodol ogy are used.

Under this nethodology only Plan participants as of each actuari al
val uation date are wutilized to deternmine APVs, enployer costs and
enpl oyer contri butions.

FI NANCI AL | MPACT - ENTRY AGE NORMAL COSTS: Entry Age Nornmal Costs can
provi de a useful basis to conpare the value of alternative benefit
progr amns.

For each nmenber who enters POLICE, there is a theoretical net annua
enpl oyer cost to be paid for such nenber while such nenber remains
actively enployed (i.e., the Entry Age Normal Cost ("EANC')).

In addition, such EANC may be expressed as a percentage of salary
earned over a working lifetime and referred to as the Entry Age Nornal
Rate ("EANR').

Under the proposed | egislation and based on the actuarial assunptions
noted herein, the EANC and EANR of Tier |1l POLICE Menbers would be
greater than the EANC and EANR for conparable Tier |1l PCLI CE Menbers
entering at the sane attai ned age and gender under the current POLICE
provi si ons.

Table 2A shows a sunmary of the change in EANC for Original Tier 11
PCLI CE Menbers for entry ages 25, 30 and 35 determined as of the nost
recent date of published EANR cal cul ati ons:

Tabl e 2A

Conmparison of Entry Age Nornal Rates
Determ ned as of June 30, 2012*

To i npl enent Certain ODR and ADR Provisions for
Oiginal Tier Il POLICE Menbers

Under Proposed Legi sl ation
and Under Current Law

EANR Under Proposed Legislation**

Entry Age 25 Entry Age 30 Entry Age 35
Reti r ement
System Mal e Femal e Mal e Femal e Mal e Femal e
POLI CE 23.91% 24. 74% 25. 15% 26. 14% 27.27% 28. 46%
EANR Under Current Law
POLI CE 20. 92% 21. 75% 20. 73% 21. 71% 20. 50% 21.63%

Increase in EANR Due to Proposed Legislation

PCLI CE 2.99% 2.99% 4.42% 4.43% 6. 77% 6. 83%
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* Based on salaries paid over entire working lifetinme. EANR do not vary
significantly over tine, absent benefit and/or actuarial assunption
changes.

** EANR determ ned under the ternms of the revised ODR and ADR benefit
provi si ons based on the Actuarial Assunptions and Methods as noted here-
i n including changes in assunptions for ADR ODR and ADR benefits are
NOT subject to Tier |1l Escalation (RSSL Section 510).

Table 2B shows a sunmmary of the change in EANC for Revised Tier Il
PCLI CE Menbers for entry ages 25, 30 and 35 determined as of the nost
recent date of published EANR cal cul ati ons:

Tabl e 2B

Conmparison of Entry Age Nornal Rates
Determ ned as of June 30, 2010*

To i npl enent Certain ODR and ADR Provisions for
Revised Tier |11 PCLI CE Menbers

Under Proposed Legi sl ation
and Under Current Law

EANR Under Proposed Legislation**

Entry Age 25 Entry Age 30 Entry Age 35
Reti r ement
System Mal e Femal e Mal e Femal e Mal e Femal e
POLI CE 23. 36% 24.17% 24. 68% 25. 64% 26. 90% 28.07%
EANR Under Current Law
POLI CE 19.91% 20. 71% 19. 66% 20. 59% 19. 38% 20. 46%
Increase in EANR Due to Proposed Legi sl ation
POLI CE 3. 45% 3. 46% 5.02% 5. 05% 7.52% 7.61%

* Based on salaries paid over entire working lifetinme. EANR do not vary
significantly over tine, absent benefit and/or actuarial assunption
changes.

** EANR determ ned under the ternms of the revised ODR and ADR benefit
provi si ons based on the Actuarial Assunptions and Methods as noted here-
i n including changes in assunptions for ADR ODR and ADR benefits are
NOT subject to Teir II1l Escalation (RSSL Section 510).

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

* Any potential inpact should | THP Reserves be deened to apply to Tier
11 POLI CE nenbers.

* The initial, additional adm nistrative costs of POLICE and ot her New
York City agencies to inplenment the proposed | egislation.

* The potential inmpact iif this proposed legislation were to be
extended to other public safety enpl oyees (e.g., firefighters).

* The inpact of this proposed legislation on Oher Postenploynment
Benefit ("OPEB") costs.
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CENSUS DATA: The starting census data wused for the calcul ations
presented herein are the census data used in the Prelinmnary June 30,
2013 (Lag) actuarial valuation of PCLICE used under the OYLMto deter-
mne the Prelimnary Fiscal Year 2015 enpl oyer contributions.

The census data used for the estimtes of additional enployer contrib-
utions presented herein are based on average sal aries of new entrants
utilized in the Prelimnary June 30, 2013 (Lag) actuarial valuations
used to determne Prelimnary Fiscal Year 2015 enpl oyer contributions of
POLI CE.

Oiginal Tier 111 POLICE Menbers as of June 30, 2013 had an average
age of approximately 28, average service of approximately 2.2 years and
an average salary of approximately $61,000. Revised Tier Il POLICE

Menbers as of June 30, 2013 had an average age of approximately 27,
average service of approxinately 0.6 years and an average sal ary of
approxi mately $53, 000.

Overall, Tier Il POLICE Menbers as of June 30, 2013 had an average
age of approximately 28, average service of approximately 1.7 years, and
an average sal ary of approxi mtely $59, 000.

ACTUARI AL ASSUMPTI ONS AND METHODS: The additi onal enpl oyer contri b-
utions presented herein have been <calculated based on the actuaria
assunptions and nmethods in effect for the June 30, 2013 (Lag) actuaria
val uations used to determne Prelimnary Fiscal Year 2015 enployer
contributions of POLICE and adjusted for revised ADR eligibility
provi si ons.

The probabilities of accidental disability used for Tier [I1l PO.LICE
Menbers in the event statutory presunptions were to apply equal those
currently used for Tier I and Tier |l POLI CE Menbers.

The actuarial valuation nmethodol ogy does not include a cal culation of
the value of an offset for Wirkers' Conpensation benefits as it is the
under st andi ng of the Actuary that POLI CE Menbers are not covered by such
benefits.

To the extent that the enactnent of this proposed |egislation would

cause a greater (lesser) nunber of Tier 11l POLICE Menbers to be recl as-
sified fromOdinary Disability to Accidental Disability Retirenment, or
to the extent that Tier Il POLICE Menbers who woul d not otherw se ever

choose to apply and then receive an Ordinary Disability Retirenent bene-
fit or an Accidental Disability Retirenent benefit, then the additiona
APVB and enpl oyer contributions shown herein would be greater (Ilesser).

Enpl oyer contributions under current nethodol ogy have been estinated
assumng the additional APVB would be financed through future nornal
contributions including an anortization of the new UAAL attributable to
this proposed legislation over a 15-year period (14 paynents under the
OYLM Met hodol ogy) .

New entrants into Tier IIl POLICE Menbers were projected to replace
the PCLI CE nenbers expected to | eave the active population to maintain a
st eady- state popul ati on.

The followi ng Table 3 presents the total nunber of active enpl oyees of
POLICE wused in the projections, assumng a |level work force, and the
curmul ative nunber (i.e., net of withdrawals) of Revised Tier IIl Menbers
as of each June 30 from 2013 t hrough 2017.

Table 3
Surviving Actives from Census on June 30, 2013
and
Cumul ative New Revised Tier Il POLI CE Menbers from 2013

Used in the Projections*
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Ori gi nal Revi sed

June 30 Tier 1&1 Tier 111 Tier 111 Tot a

2013 29, 258 3, 601 1,916 34,775

2014 26, 784 3, 500 4,491 34,775

2015 24, 565 3, 406 6, 804 34,775

2016 22,571 3,314 8, 890 34,775

2017 20, 937 3,225 10, 613 34,775

* Total active nenbers including in the projections assunme a | evel
wor k force based on the June 30, 2013 (Lag) actuarial valuation census
data. Assunes presunptions apply to Tier 111 POLI CE nenbers.

For purposes of estimating the inpact of the Tier Il Escalation for
retired Tier 111 POLICE Menbers, consistent with an underlying Consuner
Price Inflation ("CPI") assunption of 2.5%per year, Tier |Ill Escal ation

of 2.5% per year has been assuned.

This conpares wth the current Chapter 125 of the Laws of 2000 COLA
assunption of 1.5% per year (i.e., 50% of CPlI adjusted to recognize 1.0%
m ni mrum and 3. 0% maxi mum on the first $18,000 of benefit.

For Variabl e Suppl enments Fund ("VSF") benefits, it has been assuned
that retroactive lunp sum paynents of VSF ("DROP paynents") woul d be
payabl e fromthe conpletion of 20 years of service.

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 POLI CE

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 Retirement 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 2014 Legislative Session. It is Fiscal Note 2014-19, dated
May 2, 2014 prepared by the Chief Actuary of the New York City Retire-
ment Systens.



