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AN ACT to anend the retirenent and social security law, in relation to
providing credit to nmenbers of public retirenent systens of the state
for certain mlitary service

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

Section 1. Paragraph (d) of subdivision 2 of section 1000 of the
retirement and social security |aw, as added by chapter 548 of the |aws
of 2000, is anended to read as follows:

(d) hostilities participated in by the mlitary forces of the United
States, fromthe second day of August, nineteen hundred ninety, to the
end of such hostilities in case of a veteran who served in the theater
of operations including Iragq, Kuwait, Saudi Arabia, AFGHANI STAN,
Bahrain, Qatar, the United Arab Emrates, Qman, the @l f of Aden, the
@l f of Oran, the Persian Gulf, the Red Sea, and the airspace above
t hese | ocati ons.

S 2. Notw thstanding any ot her provision of law to the contrary, none
of the provisions of this act shall be subject to section 25 of the
retirement and social security |aw

S 3. This act shall take effect i mediately and shall be deened to
have been in full force and effect on and after Decenber 21, 1998.

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

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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This bill would extend the benefits of Chapter 548, Laws of 2000 to
menbers of public retirenment systens in New York State who rendered any
mlitary service during the period of conflict in Afghanistan and were
assigned to the theater of operations. The total service credit granted
for any mlitary service shall not exceed three (3) years. Menbers nust
have at |east five years of credited service (not including mlitary
service). Tier 1-5 nenbers and retirees would be required to make a
paynent of three percent of their nobst recent conpensation per year of
additional service credit granted by this bill. Tier 6 nmenbers and reti -
rees would be required to nake a paynment of six percent of their nost
recent conpensation per year of additional service credit.

If this bill is enacted, insofar as this proposal affects the New York
State and Local Enpl oyees' Retirement System (ERS), it is estinmated that
the past service cost will average approximtely 12% (9% for Tier 6) of

an affected nenbers' conpensation for each year of additional service
credit that is purchased. For nenbers who retired on or after Decenber
21, 1998 there would be additional costs for paynments which will be paid
retroactive to their date of retirenent.

Insofar as this proposal affects the New York State and Local Police
and Fire Retirement System (PFRS), it is estimted that the past service
cost will average approximately 17% (14%for Tier 6) of an affected
menbers' conpensation for each year of additional service that is
pur chased. For nenbers who retired on or after Decenber 21, 1998 there
woul d be additional costs for paynents which will be paid retroactive to
their date of retirement.

The exact nunmber of current nenbers as well as future nmenbers who
could be affected by this |egislation cannot be readily determ ned.

As this legislation states "None of the provisions of this act shal
be subject to Section 25 of the Retirenent and Social Security Law'
t hese past service costs would be shared by the State of New York and
the participating enployers in the ERS and t he PFRS

Summary of rel evant resources:

The nmenbership data wused in nmeasuring the inpact of the proposed
change was the sanme as that used in the March 31, 2013 actuarial valu-

ation. Distributions and other statistics can be found in the 2013
Report of the Actuary and the 2013 Conprehensive Annual Financia
Report.

The actuarial assunptions and nmethods used are described in the 2010,
2011, 2012 and 2013 Annual Report to the Conptroller on Actuaria
Assunptions, and the Codes Rules and Regul ations of the State of New
York: Audit and Control.

The Market Assets and GASB Di scl osures are found in the March 31, 2013
New York State and Local Retirement System Financial Statenents and
Suppl emrent ary | nformati on.

| am a nenber of the Anerican Acadeny of Actuaries and neet the Quali -
fication Standards to render the actuarial opinion contained herein.

This estimate, dated Cctober 28, 2013 and i ntended for use only during
the 2014 Legislative Session, is Fiscal Note No. 2014-12, prepared by
the Actuary for the New York State and Local Enployees' Retirenent
System and the New York State and Local Police and Fire Retirenent

System
FI SCAL NOTE. - - Pursuant to Legislative Law, Section 50:
This bill would anend subdi vision 2 of Section 1000 of the Retirenent

and Social Security Law to add Afghanistan to the list of theaters of
operations in which a nmenber of a public retirenent systemof New York
State may claimservice credit. A nenber may claimservice credit for up
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to three years of mlitary service perfornmed during hostilities partic-
ipated in by the mlitary forces of the United States, from the second
day of August, nineteen hundred ninety, to the end of such hostilities.
A nmenber nust have at | east five years of credited service to be eligi-
bl e and make application for such credit before the effective date of
retirement. To obtain such credit, a nenber nust nmake paynents as
required in Section 1000 of the Retirenent and Social Security Law. Tier
1, 2, 3, 4 and 5 nenbers are required to pay three percent of salary
earned during the twelve nonths of credited service imredi ately preced-
ing the year in which a claimis nade for each year of nmilitary service.
Tier 6 menbers are required to pay six percent of salary earned during
the twelve nonths of credited service i Mmedi ately preceding the year in
which a claimis nade for each year of mlitary service. This act shal
take effect inmediately and shall be deened to have been in full force
and effect on and after Decenber 21, 1998.

It is not possible to determine the total annual cost to the enployers
of menbers of the New York State Teachers' Retirenent System since the
total anmpbunt of service credit which would be clainmed under this bil
cannot be estinmated. However, the cost to the enployers of nenbers of
the New York State Teachers' Retirenment System is estinated to be
$21, 700 per year of service credited for Tier 1 and 2 nenbers, $20,500
per year of service credited for Tier 3 and 4 nenbers, $20,400 per year
of service credited for Tier 5 nmenbers and $15, 000 per year of service
credited for Tier 6 nenbers if this bill is enacted. These costs woul d
be offset by nenber paynents required under Section 1000 of the Retire-
ment and Social Security Law. The cost is estinmated to be, on average,
approxi mately $75,000 for each retired nenber claimng service credit
under this bill if enacted, including paynents retroactive to their date
of retirenent.

The source of this estimate is Fiscal Note 2014-17 dated February 24,
2014 prepared by the Actuary of the New York State Teachers' Retirenent
Systemand is intended for use only during the 2014 Legi sl ative Sessi on.
I, Richard A Young, amthe Actuary for the New York State Teachers
Retirenment System | am a nenber of the American Acadeny of Actuaries
and | neet Qualification Standards of the American Acadeny of Actuaries
to render the actuarial opinion contained herein.

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

PROVI SI ONS OF PROPOSED LEQ SLATION: Wth respect to the New York Gty
Retirenent Systens ("NYCRS'), the proposed | egislation wuld amend New
York State Retirenent and Social Security Law ("RSSL") Section 1000 to
provide nenbers of the New York Gty Enployees' Retirenment System
("NYCERS"), the New York City Teachers' Retirenment System ("NYCTRS"),
the New York City Board of Education Retirenment System ("BERS'), the New
York Cty Police Pension Fund ("POLICE") and the New York Fire Depart -
ment Pension Fund ("FIRE") the opportunity to obtain additional retire-
nment service credits, up to three years (inclusive of any prior
purchases of mlitary service credit), for mlitary service in Afghanis-
tan from August 2, 1990 to the end of such hostilities, provided certain
conditions are net.

In order to purchase such mlitary service, a nenber would be required
to:

* Recei ve an honorabl e discharge frommnilitary service,

* Make an application for these additional service credits prior to
the date of retirenment, but after conpleting five years of credited
service (exclusive of the service credit that could be purchased under
this proposed | egislation), and
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* Pay the appropriate NYCRS, for each year of nmlitary service
purchased, a sumequal to 3.0% (6.0% for menbers who first join on or
after April 1, 2012) of such nenber's conpensation earned during the
twel ve nonths of credited service immediately preceding the date that
t he nenber nmakes application for mlitary service credit.

The Effective Date of the proposed |egislation wuld be the date of
enact ment and shall be deenmed to have been in full force and effect on
and after Decenber 21, 1998.

The Actuary has presuned that retirees as of the enactnment of this
proposed | egi slation would not be eligible to purchase additional mli-
tary service provided by this proposed | egislation.

| MPACT ON BENEFI TS: For purposes of the respective NYCRS, each year of
mlitary service credit purchased would apply toward providing the
menber with a year of benefit accrual wunder the particular benefit
formul a covering the nenber

In certain circunstances, the nmenber also nay be entitled to utilize
such mlitary service as qualifying service for benefit eligibility
pur poses.

For purposes of this Fiscal Note, it has been assuned that nenbers who
purchase mlitary service in accordance with this proposed | egislation
woul d generally be entitled to count such service for benefit accrua
pur poses and for the purpose of qualifying for benefits.

MEMBERS | MPACTED: I nsofar as this proposed |egislation relates to the
NYCRS, the nunber of nenbers who could potentially benefit from this
proposed | egi sl ati on cannot be readily deterni ned.

For illustrative purposes only, a table is included presenting the
estimated financial inpact if 100 nenbers in each of the NYCRS are
el i gi ble and each nenber purchases 2.5 years of service.

FI NANCI AL | MPACT - OVERVIEW Wth respect to an individual nenber, the
additional <cost of +this proposed |legislation would depend on the
menber's length of service not including the mlitary service being
purchased, the years of mlitary service being purchased, age, salary
hi story and Plan in which the nmenber parti ci pates.

Wth respect to enployers participating in the NYCRS, the ultimte
enpl oyer cost of this proposed |egislation would be determ ned by the
increase in benefits to be paid, the inpact of certain benefits commenc-
ing earlier, shorter working lifetines and the reduction in certain
future nmenber contributions.

FI NANCI AL | MPACT - ACTUARI AL PRESENT VALUES: Wth respect to the NYCRS
and based on the census data and assunptions herein, the enactnent of
this proposed |l egislation would increase the Actuarial Present Value
("APV') of benefits ("APVB") by approxinmately $13,400 for NYCERS
$13, 200 for NYCTRS, $8,100 for BERS, $22,900 for POLICE and $26,500 for
FI RE per year of service credit purchased as of June 30, 2014.

In addition, wth respect to the NYCRS, the APV of future nenber
contributions (primarily attributable to the paynments of 3.0% of salary
by menbers who first joined prior to April 1, 2012 and 6. 0% of salary
for nmenbers who first joins on or after April 1, 2012 per year of mli-
tary service purchased) would increase by approximtely $2, 100 for
NYCERS, $2,300 for NYCTRS, $1,300 for BERS, $3,300 for POLICE and $3, 400
for FIRE per year of service credit purchased as of June 30, 2014.

Consequently, with respect to the NYCRS, the APV of net future enpl oy-
er contributions would increase by approximately $11,300 for NYCERS
$10,900 for NYCTRS, $6,800 for BERS, $19,600 for PCLICE and $23, 100 for
FI RE per year of service credit purchased as of June 30, 2014.
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FI NANCI AL | MPACT - ADDI TIONAL EMPLOYER COSTS: Enactnment of this
proposed legislation would increase enployer costs, where such anmounts
depend on the nunber of nmenbers affected and upon the amount of mlitary
service being credited as well as other characteristics including the
age, salary history and Plan in which the nenber parti ci pates.

Wth respect to the NYCRS, based on the Actuary's actuarial assunp-
tions and nethods in effect as of June 30, 2013, the enactnment of this
proposed legislation is estimated to increase annual enployer costs by
approxi mately $1, 300 for NYCERS, $1,300 FOR NYCTRS, $800 for BERS
$2,300 for POLICE and $2,700 for FIRE per year of service credit
pur chased as of June 30, 2014.

FI NANCI AL | MPACT - ADDI TI ONAL EMPLOYER CONTRI BUTI ONS: Wth respect to
the NYCRS, increases in enployer contributions would depend upon when
the nenbers purchase the mlitary service permtted by the proposed
| egislation and such service is credited to their records, but would
ultimately be conparable to the increases in enployer costs.

FI NANCI AL | MPACT - SUMVARY: The follow ng table summarizes the esti-
mated financial inpact of this proposed |egislation on the NYCRS assum
ing 100 nmenbers in each Systemare eligible and each purchases 2.5 years
of servi ce:

Esti mated Financial Inpact to Al ow Menbers of the NYCRS
To Purchase Certain Years of Mlitary Service Credit
as of June 30, 2014

(Assunes 100 Menbers in Each System
Purchase 2.5 Years of Service Each)

($ MIIions)
Esti mat ed
Addi ti onal Addi ti ona
APV of Future Annua
Ret i r enent Addi ti onal Enpl oyer Enpl oyer
System APV of Benefits Contri butions[ 1] Cost s[ 2]
NYCERS $ 3.36 $ 2.82 $ 0.33
NYCTRS 3.31 2.73 0. 32
BERS 2.01 1.69 0. 20
POLI CE 5.72 4.90 0.58
FI RE 6. 63 5.77 0. 68

[1] Equals Increase in APVB mnus Increase in APV of future nenber

contri butions.

[2] Estinated Additional Annual Enployer Costs are determ ned w thout
regard to the funded status of the Retirenment Systens and repre-
sent the best estimates of the ultimate annual financial burden of
the proposed |legislation and assune that any additional APV of
Future Enpl oyer Contributions, as they arise, are anortized as
actuarial |osses over 15 years (14 paynents). Estimated Additiona
Annual Enployer Contributions would ultimtely approxi mate esti -
mat ed Additi onal Annual Enpl oyer Costs.
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ADDI TI ONAL EMPLOYER COSTS - GENERAL: In general, the real cost of the
enactnent of this proposed |egislation would be the addition benefits
pai d.

OTHER COSTS: The enactnent of this proposed | egislation would result
in sonme adm nistrative expenses for the NYCRS and costs for Qther Pose-
Enpl oynent Benefits (" OPEB").

CENSUS DATE: The census data use for estimates of APV of benefits and
enpl oyer contributing presented herein are the active nenbers included
in the June 30, 2013 (Lag) actuarial valuations of NYCERS, NYCTRS, BERS
POLICE and FIRE wused to determne the Prelimnary Fiscal Year 2015
enpl oyer contri butions.

ACTUARI AL ASSUMPTI ONS AND METHODS: The additional APV of benefits and
enpl oyer contributions presented herein have been estimted as of June
30, 2014 on a hypothetical basis with each eligible nmenber purchasing an
average of 2.5 years of mlitary service.

A nore robust analysis woul d al so use various approxi mating techni ques
and assunptions by the Actuary, including, but not Iimted to:

* A certain percentage of veterans being honorably di scharged.

* A certain percentage of honorably discharged veterans being disa-
bl ed.

* Varying percentages of nmenbers of each of the NYCRS with prior mli-
tary service.

As benefiting from the provisions of this proposed legislationis
dependent upon actions by Plan nenbers and the timng and anounts of
mliary service to be purchased are unknown, the financial inpact would
likely be realized upon receipt by the Actuary of updated service credit
i nformati on.

Consequent |y, changes in enployer contributions have been estinmated
assumng the increase in the APV of Future Enployer Contributions would
be financed over a tinme period conparable to that wused for actuaria
| osses wunder the Entry Age Actuarial Cost Method. Using this approach,
the Additional APV of Future Enployer Contributions would be anortized
over a closed 15-year period (14 paynents under One-Year Lag Methodol -
ogy) using |level dollar paynents.

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 enployer contributions to the NYCRS

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 Retirenent System | 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 2014-06, dated
February 12, 2014, prepared by the Chief Actuary for the New York City
Enpl oyees' Retirenment System the New York City Teachers' Retirenent
System the New York City Board of Education Retirenment System the New
York Gty Police Pension Fund and the New York Fire Departnent Pension
Fund.



