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to said conm ttee

AN ACT to anend the retirenent and social security law, in relation to
providing credit to nenbers of public retirenment 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 law, 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, from the 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, AFGHAN STAN,
Bahrain, Qatar, the United Arab Enmirates, QOmn, the Gulf of Aden, the
aulf of Oran, the Persian @lf, the Red Sea, and the airspace above
t hese | ocati ons.

S 2. Notwi thstanding any other provision of lawto 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 immediately and shall be deenmed 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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PROVI SIONS OF PROPOSED LEG SLATION:. Wth respect to the New York Gty
Retirenent System (NYCRS), the proposed |egislation would anend the New
York State Retirenent and Social Security Law (RSSL) Section 1000 to
provi de menbers of the New York City Enployees' Retirenent System
(NYCERS), the New York City Teachers' Retirenent System (NYCTRS), the
New York City Board of Education Retirenment System (BERS), the New York
City Police Pension Fund (POLICE), and the New York Fire Departnment
Pension Fund (FIRE) the opportunity to obtain additional retirenent
service credits, up to three years (inclusive of any prior purchases of
mlitary service credit), for mlitary service in Afghanistan from
August 2, 1990 to the end of such hostilities, provided certain condi-
tions 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

* 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 nmenber's conpensation earned during the
twel ve nonths of credited service imediately preceding the date the
menber applies 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 an additional year of benefit accrual under the particular
benefit fornula covering the nenber.

In certain circunstances, the nenber also nay be entitled to utilize
such mlitary service as qualifying service for pension 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 both pension
accrual and eligibility purposes.

MEMBERS | MPACTED: I nsofar as this proposed |egislation relates to the
NYCRS, the nunber of nenbers who could potentially benefit from this
proposed legislation cannot be readily determ ned due to the |ack of
creditabl e data.

For illustrative purposes only, the table bel ow presents the estinated
financial inpact if one nenber in each of the NYCERS were eligible and
each nenber purchased one year 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 nenber participates. Since this data is
not available and we are not able to estinmate the nunber of nmenbers who
m ght be eligible to take advantage of this proposed | egislation, we are
not able to provide an estimate of total cost. However, we have provided
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in the table bel ow the additional actuarial Present Value (APV) of bene-
fits, the additional APV of future enployer contributions, and the esti-
mated first year additional enployer contributions per nenber per year
of service purchased.

Wth respect to enployers participating in the NYCERS, the ultinmate
enpl oyer cost of this proposed | egislation wuld be determned by the
increase in benefits to be paid, the inpact of certain benefits commenc-
ing earlier, shorter working lifetinmes, and the reduction in certain
future nmenber contributions.

FI NANCI AL | MPACT - ADDI TI ONAL EMPLOYER CONTRI BUTI ONS: Enact ment  of
this proposed |egislation would increase enployer contributions, where
such anounts depend on the nunber of nenbers affected and upon the
amount of mlitary service being credited as well as other character-
istics including the age, salary history and Plan in which the nenber
participates. Wth respect to timng, increases in enployer contrib-
uti ons woul d depend upon when the nenbers purchase the mlitary service
permtted by the proposed |egislation and such service is credited to
their records. Generally, wunder the one vyear |ag nethodology, the
increase in enployer contributions wll occur the second fiscal year
followi ng the fiscal year in which the purchase occurred.

FI NANCI AL | MPACT - SUMVARY: The follow ng table summarizes the esti-
mated financial inpact of this proposed |egislation on the NYCRS assum
i ng one menber in each System purchases one year of service:

Esti mated Financial |npact to NYCRS for Al ow ng Menbers
To Purchase MIlitary Service Credit

(per nenber per year)

Esti nat ed
Addi ti onal First Year
APV of Future Annua
Addi ti onal Enpl oyer Enpl oyer
NYCRS APV of Benefits Contri buti ons{1} Contri buti ons
NYCERS $ 14, 000 $ 12, 000 $ 1,400
NYCTRS 14, 000 12, 000 1, 400
BERS 9, 000 8, 000 900
POLI CE 23, 000 20, 000 2, 300
FI RE 26, 000 23,000 2, 700

1 Equals increase in APVB mnus increase in APV of future nenber
contri butions.

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

CENSUS DATA: The census data used for estimates of APV of benefits and
enpl oyer contributions presented herein are the active nenbers incl uded
in the June 30, 2015 (Lag) actuarial valuations of NYCERS, NYCTRS, BERS
PCLI CE, and FIRE used to determine the Prelimnary Fiscal Year 2017
enpl oyer contri butions.

ACTUARI AL  ASSUMPTI ONS AND METHODS: The additi onal APV of benefits and
enpl oyer contributions attributed to per nenber per year of service
pur chased presented herein have been estimated as of June 30, 2016 on an
approxi mati on basi s.
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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 di scharged veterans being di sa-
bl ed.

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

Since benefiting fromthe provisions of this proposed legislation is
dependent upon actions by Plan nenbers and the tinmng and anmounts of
mlitary service to be purchased are unknown, the actual financia
i npact can differ upon receipt of updated service credit information by
the Actuary.

Consequent |y, changes in enployer contributions have been estinmated
assumng the increase in the APV of Future Enployer Contributions wll
be financed over a tinme period conparable to that wused for actuaria
| osses under the Entry Age Actuarial Cost Methods. Using this approach,
the Additional APV of Future Enployer Contributions is anortized over a
cl osed 15-year period (14 Paynents under One-Year Lag Met hodol ogy) using
| evel dollar paynents.

STATEMENT OF ACTUARIAL OPINION: |, Sherry S. Chan, amthe Chief Actu-
ary for the New York Gty Retirenent Systens. | am an Associ ate of the
Soci ety of Actuaries, a Fellow of the Conference of Consulting Actuaries
and a Menber of the Anerican Acadeny of Actuaries. | neet the Qualifica-
tion Standards of the American Acadeny of Actuaries to render the actu-
arial opinion contained herein.

FI SCAL NOTE |IDENTIFICATION. This estinmate is intended for use only
during the 2016 Legislative Session. It is Fiscal Note 2016-11, dated
March 18, 2016, prepared by the Chief Actuary for the New York City
Enpl oyees' Retirenent System the New York City Teachers' Retirenent
System the New York City Board of Education Retirenent System the New
York City Police Pension Fund, and the New York Fire Departnment Pension
Fund.

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

This bill would amend subdivision 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 system of New York
State may claimservice credit. A nenber may claimservice credit for up
to three years of mlitary service perfornmed during hostilities partic-
ipated in by the mlitary forces of the United States, fromthe 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 nmenber 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 i mredi ately preced-
ing the year in which a claimis nade for each year of mlitary service.
Tier 6 nmenbers are enquired 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 immediately and shall be deenmed to be 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



A. 6453--A 5

the New York State Teachers' Retirement System is estinated to be
$19, 700 per year of service credited for Tier 1, 2, 3, 4 and 5 nenbers
and $15, 200 per year of service credited for Tier 6 menbers if this bil
is enacted. The cost is estimated to be, on average, approximtely
$80, 000 for each retired nmenmber claimng service credit under this bil
i f enacted, including paynents retroactive to their date of retirenent.

Enpl oyee data is from the Systenis nbst recent actuarial valuation
files, consisting of data provided by the enployers to the Retirenent
System Data distributions and statistics can be found in the Systenis
Conpr ehensi ve Annual Financial Report (CAFR). System assets are as
reported in the Systenis financial statements, and can also be found in
the CAFR. Actuarial assunptions and nethods are provided in the Systenis
Actuarial Val uation Report.

The source of this estimate is Fiscal Note 2016-12 dated March 4, 2016
prepared by the Actuary of the New York State Teachers' Retirenent
Systemand is intended for use only during the 2016 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 the Qualification Standards of the American Acadeny of Actu-
aries to render the actuarial opinion contained herein.

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

This bill would extend the benefits of Chapter 548, Laws of 2000 to
menbers and retirees of public retirenent systens in New York State who
rendered any mlitary service during the period of conflict in Afghanis-
tan 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 nmenbers and retirees would be
required to make a paynent of three percent of their nbst recent conpen-
sation per year of additional service credit granted by this bill. Tier
6 menbers and retirees would be required to nmke a paynent 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 15% (12% 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 19% (16% 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 I|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, 2015 actuarial valu-
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ation. Distributions and other statistics can be found in the 2015
Report of the Actuary and the 2015 Conprehensive Annual Financi al
Report.

The actuarial assunptions and net hods used are described in the 2015
Annual Report to the Conptroller on Actuarial Assunptions, and the Codes
Rul es 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, 2015
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 estinmate, dated Decenber 17, 2015 and intended for use only
during the 2016 Legislative Session, is Fiscal Note No. 2016-21,
prepared by the Actuary for the New York State and Local Retirenent
System



