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May 15, 2018

Introduced by M of A ABBATE -- read once and referred to the Conmttee
on Governnental Enployees -- committee discharged, bill amended
ordered reprinted as anended and recommitted to said comittee --
again reported fromsaid commttee with amendnents, ordered reprinted
as anmended and reconmitted to said committee

AN ACT to anend the retirenent and social security law, in relation to
the equalization of retirement benefits for police officers across New
York state

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

Section 1. Subdivision ¢ of section 500 of the retirenent and social
security |law, as anmended by section 9-a of part A of chapter 504 of the
| aws of 2009, is anmended to read as foll ows:

c. If the conptroller certifies that the contribution rate under this
article for any participating enployer who is participating on the
effective date hereof would be at |east one percent higher than the rate
whi ch woul d be applicable to such enployer for an enployee who is
subject to article eleven of this chapter and who was hired prior to
July first, nineteen hundred seventy-six, the provisions of this article
shall not apply with respect to such participating enployer, provided,
however that menbers who first join the New York state and | ocal police
and fire retirenent systemon or after January first, two thousand ten
and police/fire menbers, as that termis defined in section five hundred
one of this article, who have nmade an election to be subject to the
provisions of article twenty-two of this chapter pursuant to subdivision
b or ¢ of section twelve hundred five of this chapter, shall not be
subject to the provisions of this article. In such event, the provisions
of article eleven and article twenty-two of this chapter shall continue
to be applicable to such participating enployer and its enployees, as
provided in section four hundred fifty-one of this chapter. If, as a
result of actuarial experience, such enployer's contribution rate should
increase to the extent that it is not at |east one percent |ower than
the contribution rate wunder this article, then, upon certification of
such fact by the conptroller, the provisions of this subdivision shal
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no longer apply with respect to the enpl oyees of such enpl oyer who ther-
eafter first join or rejoin a public retirenent system

8 2. Section 1200 of the retirenment and social security |aw, as added
by section 1 of part A of chapter 504 of the laws of 2009, is anmended to
read as foll ows:

§ 1200. Definitions. For purposes of this article the terns:

a. "Menber" shall nean a person who is enployed as a police officer or
firefighter by any enmployer other than the city of New York who first
joins [the] a retirement systemon or after January first, two thousand
ten or a police/fire nenber, as that termis defined in section five
hundred one of this chapter, who has nade an el ection, pursuant to
subdivision b or ¢ of section twelve hundred five of this article, to be
subject to the provisions of this article.

b. "Retirenent systeni shall nmean the New York state and | ocal police
and fire retirement system the New York city police pension fund, or
the New York city fire departnent pension fund

8§ 3. Section 1201 of the retirement and social security |law, as added
by section 1 of part A of chapter 504 of the laws of 2009, is amended to
read as foll ows:

§ 1201. Applicability Notwi t hstanding any provision of lawto the
contrary, the prOV|5|ons of this article shaII be applicable to al

] nenbers of a retirenent system as
those terns are deflned in section twelve hundred of this article.

8§ 4. Section 1202 of the retirement and social security law is
anended by adding a new subdivision d to read as foll ows:

d. Notwithstanding anything to the contrary in any other |law, the
anmount of the vested retirenent benefit for any nenber who has nade an
election to be subject to the provisions of this article pursuant to
subdivision b or ¢ of section twelve hundred five of this article, shal
be equal to one-sixtieth of the nmenber's final average salary on the
date of his or her discontinuance of service, multiplied by a nunber
equal to the nunber of years of service credited to the nenber on the
date of such discontinuance.

8 5. Section 1203 of the retirenment and social security |aw, as added
by section 1 of part A of chapter 504 of the laws of 2009, is anmended to
read as foll ows:

§ 1203. Overtine. A nenber's final average salary shall be cal cul ated
in accordance with such provisions of article eight or article el even of
this chapter as govern the nmenber's benefits, except that earnings clas-
sified as overtime conpensation in an anount in excess of fifteen
percent of a nenber's annual wages not classified as overtine conpen-
sation shall be excluded from such cal cul ation. "Overtine conpensation”
shall rmean, for purposes of this section, conpensation paid under any
| aw or policy under which enployees are paid at a rate greater than
their standard rate for additional hours worked beyond those required,
i ncl udi ng conpensation paid under section one hundred thirty-four of the
civil service law and section ninety of the general nunicipal |aw The
provisions of this section limting earnings classified as overtinme
conpensation shall not apply to a police/fire menber, as that term is
defined in section five hundred one of this chapter, who has nmade an
el ection pursuant to subdivision b or ¢ of section twelve hundred five
of this article to be subject to the provisions of this article and is
enpl oyed by either the New York city police departnment as a detective or
at a rank of sergeant or higher or the fire departnent of the city of
New York at a rank of lieutenant or higher.
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§ 6. Section 1204 of the retirenent and social security |law, as
anended by chapter 18 of the laws of 2012, is anended to read as
fol | ows:

8 1204. Menber contributions. Menbers who are subject to the
provisions of this article shall <contribute three percent of annua

wages to the retirement systemin which they have nenbership, except
that beginning April first, two thousand thirteen for nenbers who first
becone nenbers of the New York state and |ocal police and fire retire-
ment systemon or after April first, two thousand twelve; for nenbers
who have nmade an election to be subject to the provisions of this arti-
cle pursuant to subdivision b of section twelve hundred five of this
article, beginning on the date that such electionis filed with the
adm nistrative head of the retirenment system and for nmenbers who have
nmade an election to be subject to the provisions of this article pursu-
ant to subdivision c of section twelve hundred five of this article,
beginning on the date that the nmenber joins the retirenent system the
rate at which each such nmenber shall contribute in any current plan year
(April first to March thirty-first) shall be determned by reference to
the wages of such nmenmber in the second plan year (April first to March
thirty-first) preceding such current plan year as follows:

a. menbers with wages of forty-five thousand dollars per annum or |ess
shall contribute three per centum of annual wages;

b. nenbers with wages greater than forty-five thousand per annum but
not nore than fifty-five thousand per annum shall contribute three and
one- hal f per centum of annual wages;

c. menbers with wages greater than fifty-five thousand per annum but
not nore than seventy-five thousand per annum shall contribute four and
one- hal f per centum of annual wages;

d. nmenbers with wages greater than seventy-five thousand per annum but
not nore than one hundred t housand per annum shall contribute five and
t hree-quarters per centum of annual wages; and

e. nmenbers wth wages greater than one hundred thousand per annum
shall contribute six per centum of annual wages.

Not wi t hst andi ng the foregoing, during each of the first three plan
years (April first to March thirty-first) in which such menber has
est abl i shed nenbership i n [ theNewYork—state—andtocal—poHce—andfti+re]
a retirenment system such nenber shall contribute a percentage of annual
wages in accordance with the precedi ng schedul e based upon a projection
of annual wages provided by the enployer. Effective April first, two
t housand twelve, all nenbers subject to the provisions of this article
shall not be required to make nenber contributions on annual wages
excluded fromthe calculation of final average salary pursuant to
section [4203] twelve hundred three of this article. Nothing in this
section, however, shall be construed or deened to allow nenbers to
receive a refund of any nmenber contributions on such wages paid prior to
April first, two thousand twelve.

Menbers who are enrolled in a retirenent plan that limts the anobunt
of creditable service a nenber can accrue shall not be required to nake
contributions pursuant to this section after accruing the maxi num anpount
of service credit allowed by the retirenent plan in which they are
enrolled. The state conptroller, or for the New York city police pension
fund and the New York city fire departnent pension fund, the board of
trust ees shall pronulgate such regulations as nay be necessary and
appropriate with respect to the deduction of such contribution from
menbers' wages and for the maintenance of any special fund or funds with
respect to ampunts so contributed. In no way shall the nenber contrib-
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utions made pursuant to this section be used to provide for pension
i ncreases or annuities of any kind.

8 7. Section 1205 of the retirenment and social security law, as added
by section 1 of part A of chapter 504 of the laws of 2009, is anmended to
read as foll ows:

8§ 1205. Recal culation of benefits. a. Notwithstanding any other
provi sion of law, any nenber who has joined the New York state and |oca
police and fire retirenment system pursuant to the provisions of article
fourteen of this chapter on or after July first, two thousand nine nmay
elect to have his or her retirenment benefits cal culated pursuant to this
article by filing within one hundred twenty days of the effective date
of [this—seetion] the chapter of the laws of two thousand eighteen that
anended this subdivision a request for such calculation with the retire-
ment systemin the formand manner prescribed by the state conptroller.

b. Notwi t hstanding any provision of law to the contrary, any
police/fire nmenber, as that termis defined in section five hundred one
of this chapter who joined the New York state and local police and fire
retirement system between July first, two thousand nine and Decenber
thirty-first, tw thousand ten, or who joined the New York city police
pension fund or the New York city fire departnent pension fund between
July first, two thousand nine and the effective date of this subdivision
nmay make an irrevocable election that shall be duly executed and filed
with the adm nistrative head of the retirenment systemno later than one
hundred twenty days after the effective date of this subdivision to be
subject to the provisions of this article and have his or her retirenent
benefits calculated pursuant to this article. Nothing in this subdivi-
sion, however, shall be construed or deened to allow a police/fire
nenber who nmekes an irrevocable election pursuant to this subdivision to
receive a refund of any nenber contributions for credited service that
occurred before the date that such election is filed by a police/fire
nmenber with the New York city police pension fund or New York city fire
depart nent pension fund, as applicable to such nenber.

C. Notwi t hstanding any provision of law to the contrary, any
police/fire nmenber, as that termis defined in section five hundred one
of this chapter, who first becones a nenber of the New York city police
pension fund or the New York city fire departnent pension fund after the
effective date of this subdivision nmay make an irrevocable el ection that
shall be duly executed and filed with the adnmnistrative head of the
retirement systemno later than thirty days after joining the retirenent
system to be subject to the provisions of this article and have his or
her retirenent benefits calculated pursuant to this article.

8 8. Section 1206 of the retirement and social security |law, as added
by section 1 of part A of chapter 504 of the laws of 2009, is amended to
read as foll ows:

8§ 1206. Conflicting provisions. Except as otherwi se provided in this
article, or in conflict therewith, the provisions of article eleven of
this chapter and title thirteen of the admnistrative code of the city
of New York, including any plan that has been el ected by the enpl oyer or
is otherwi se applicable under article eight of this chapter or title
thirteen of the administrative code of the city of New York shall govern
the retirenent benefits provided under this article. In the event of any
conflict between the provisions of this article and any other provision
of law, this article shall govern.

8§ 9. Paragraph 2 of subdivision a of section 1207 of the retirenent
and social security |law, as added by chapter 303 of the laws of 2017, is
amended to read as foll ows:
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2. A nmenmber who first joins such systemon or after January first, two
t housand eighteen in active service who has credit for at |east one year
of menber service may borrow, no nore than once during each twelve nonth
period, an amount, not |ess than one thousand dollars and which woul d
not cause the balance owed pursuant to this section, including any
amount s borrowed then outstanding, to exceed (i) fifty percent of the
menber's total contributions nade pursuant to section [fHve—hundred
seventeen—ofthis—chapter] twelve hundred four of this article or any
other article of this chapter (including interest credited at the rate
set forth in subdivision ¢ of [sueh] section five hundred seventeen of
this chapter conpounded annually); or (ii) fifty thousand dollars,
whi chever is |ess.

8§ 10. Section 1209 of the retirenent and social security |law, as added
by chapter 18 of the |laws of 2012, is anended to read as foll ows:

§ 1209. Final average salary. For nenbers who first becone nmenbers of
the New York state and |local police and fire retirenent system on or
after April first, two thousand twelve, and nenbers who have nmade an
election to be subject to the provisions of this article pursuant to
subdivision b or c¢ of section twelve hundred five of this article, a
menber's final average salary shall be equal to one-fifth of the highest
total wages earned by such nenber during any continuous period of
enpl oyment  for which the menber was credited with five years of service
credit; provided, however, if the wages earned during any year of cred-
ited service included in the period used to determ ne final average
sal ary exceeds the average of the wages of the previous four years of
credited service by nore than ten percent, the anobunt in excess of ten
percent shall be excluded fromthe conputation of final average salary.
Wages in excess of the annual salary paid to the governor pursuant to
section three of article four of the state constitution shall be
excluded from the conputation of final average salary for nenbers who
first becone nenbers of the New York state and local police and fire
retirenent system on or after April first, tw thousand twelve,_
provi ded, however, that such exclusion of wages fromthe conputation of
final average salary shall not apply to a police/fire nenber, as that
termis defined in section five hundred one of this chapter, who has
nmade an election pursuant to subdivision b of section twelve hundred
five of this chapter to be subject to the provisions of this article and
is enployed by either the New York city police departnent as a detective
or at a rank of sergeant or higher or the fire departnent of the city of
New York at a rank of lieutenant or higher.

8§ 11. Section 1210 of the retirement and social security |aw, as added
by chapter 18 of the laws of 2012, is anended to read as foll ows:

8 1210. Wages. For nenbers who first beconme nenbers of the New York
state and local police and fire retirenent systemon or after Apri
first, two thousand twel ve, and nenbers who have made an election to be
subject to the provisions of this article pursuant to subdivision b or ¢
of section twelve hundred five of this article, the following itens
shall not be included in the definition of wages: a. wages in excess of
the annual salary paid to the governor pursuant to section three of
article four of the state constitution, provided, however, that such
exclusion of wages shall not apply to a police/fire menber who is
enpl oyed by either the New York city police departnent as a detective or
at a rank of sergeant or higher or the fire departnent of the city of
New York at a rank of lieutenant or higher, b. |unp sum paynents for
def erred conpensation, sick | eave, accumul ated vacation or other credits
for time not worked, c¢c. any formof termnation pay, d. any additiona
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conmpensation paid in anticipation of retirenent, and e. in the case of
enpl oyees who receive wages fromthree or nore enployers in a twelve
mont h period, the wages paid by the third and each successive enpl oyer.

8§ 12. This act shall take effect immediately.

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

This bill would allow certain police and fire enployees who are
menbers of certain public retirenent systens to becone covered under the
provisions of Article 22 of the Retirenent and Social Security Law
Insofar as this bill affects the New York State and Local Police and
Fire Retirenment System (PFRS), an individual who becane a PFRS nenber on
or after July 1, 2009 and before January 9, 2010 to elect to be covered
by the provisions of Article 22 of the Retirenent and Social Security
Law. Any nenber who becones covered under a non-contributory plan would
no longer be required to nake menber contributions. Affected nenbers
shall not receive a refund of their nmenber contributions

If this bill is enacted, there would not be any cost to the State of
New York and the participating enployers in the New York State and Loca
Police and Fire Retirenment System

Summary of rel evant resources:

The nenbership data used in neasuring the inpact of the proposed
change was the sane as that used in the March 31, 2017 actuarial valu-
ation. Distributions and other statistics can be found in the 2017
Report of the Actuary and the 2017 Conprehensive Annual Financial
Report.

The actuarial assunptions and nethods used are described in the 2015,
2016, and 2017 Annual Report to the Conptroller on Actuarial Assunp-
tions, and the Codes Rules and Regulations of the State of New York
Audit and Control.

The Market Assets and GASB Di scl osures are found in the March 31, 2017
New York State and Local Retirenent System Financial Statenments and
Suppl enentary | nfornmation

I am a nenber of the American Acadeny of Actuaries and neet the Qali -
fication Standards to render the actuarial opinion contained herein.

This estimate, dated March 13, 2018, and intended for use only during
the 2018 Legislative Session, is Fiscal Note No. 2018-74, prepared by
the Actuary for the New York State and Local Retirement System

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

SUMVARY OF BILL: The proposed |egislation would amend Article 22 of
the Retirement and Social Security Law (RSSL) to pernmt existing and
incomng New York City Police Pension Fund (POLICE) and New York City
Fire Departnment Pension Fund (FIRE) nmenmbers subject to Article 14 of the
RSSL (the Article 14 of Current Plans) to voluntarily elect, wthin
certain time periods, a newretirement plan. The proposed |egislation
woul d provide these nmenbers with benefits, subject to applicable RSSL
Article 22 restrictions, pursuant to relevant Tier 2 provisions in Title
13 of the Adm nistrative Code of the City of New York (ACCNY) as |imted
by RSSL Article 11 (the Article 22 or Proposed Pl an).

The new Article 22 Plan would provide sinilar service, death, and
disability benefits, including applicable statutory presunptions for
Accidental Disability Retirement (ADR), ADR benefit cal cul ations, and
Odinary Disability Retirement (ODR) benefit calculations, as those
provided to Tier 2 POLICE and FI RE nenbers. However, all benefits and
obligations would be subject to Article 22 provisions, including
restrictions, except for certain superior officers that include New York
City Police Departnent at a rank of Detective or above, on pensionable
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wages and Final Average Salary (FAS), as well as nenber contribution
rates enacted by Chapter 18 of the Laws of 2012.

The Article 22 Plan woul d provide neither annuity nor increased-take-
honme-pay (I THP) benefits, would not apply Article 14 social security
of fsets, and would apply, or continue to apply where applicable, cost-
of -living adjustnents under Chapter 125 of the Laws of 2000 (COLA) rath-
er than any applicable Article 14 escal ati on. Article 22 POLICE and
FIRE nenbers would rermain eligible to receive Variable Suppl enents Fund
(VSF) benefits, wuld also becone eligible, subject to certain
restrictions, to take | oans on nenber contributions, would be subject to
a lower vested benefit calculation, and would be entitled to earlier
service and vested retirenent payability.

Ef fective date: Upon enactnent.

For purposes of this Fiscal Note, POLICE and FI RE nmenbers subject to
Article 14 of the RSSL, which include New York City Policel/Fire, Revised
Plan and Enhanced Pl an Menbers, as defined in RSSL Section 501, will be
collectively referred to as Article 14 PCLI CE and FI RE Menbers.

Al Article 14 PCLI CE and FI RE Menbers who elect the Article 22 Plan
will be referred to as Article 22 POLICE and FlI RE Menbers.

| MPACT ON ELIGBILITY FOR BENEFITS: Existing Article 14 POLI CE and
FI RE Menbers woul d have 120 days from the enactnent of the proposed
legislation to elect to participate in the Article 22 Plan. |ncom ng
Article 14 POLI CE and FI RE Menbers woul d have 30 days from appointnent
to elect to participate in the Article 22 Plan. The changes in eligibil-
ity requirenents to receive benefits between the Article 14 Plan and the
Article 22 Plan are summari zed bel ow.

Contri buti ons:

* The Current Plans, depending on title and plan, require contribution
rates equal to 3%of salary, plus up to an additional 3% of salary for
Enhanced Pl an participation, until the earlier of separation or 25 years
of service.

* The Proposed Plan requires contribution rates for all pensionable
service and salary that are based on historical salary, or projected
sal ary, bands as foll ows:

Annual WAges During Plan Year Contribution Rate
Up to $45, 000 3.00%
$45, 001 to $55, 000 3.50%
$55,001 to $75, 000 4.50%
$75,001 to $100, 000 5. 75%
G eater than $100, 000 6. 00%

Al |l owabl e Service Credit:

* Current Plans restrict service credit to City and State unifornmed
Police and Fire service, which includes certain mlitary service.

* Under the Proposed Plan, Article 22 POLICE and FI RE Menbers woul d,
in addition to City and State uniforned Police and Fire service, be
permtted to wuse certain prior uniforned or peace officer service with
the New York City Enpl oyees' Retirenment Systemor the State retirenent
systens, along with certain Child Care Leave purchased pursuant to Chap-
ter 594 of the Laws of 2000, as allowable service credit.

M ni mum Service Credit Requirenents:

* The Current Plans require 20 years of service for an early service
retirenent, 22 years for a normal service retirenent, and 25 years of
service, or deferral of payability to such point in tine, for a service
retirenent with full escal ation.
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* The Proposed Plan would reduce the mni mumrequirenent for a service
retirenent for Article 22 POLICE and FIRE Menbers to 20 years of
servi ce.

Vest i ng:

* |n the Current Plans, nenbers are required to conplete five years of
service before beconing eligible to receive, upon payability, a vested
benefit.

* In the Proposed Plan, nmenbers are required to conplete 10 years of
service before beconming eligible to receive, upon payability, a vested
benefit.

CDR:

* The Current Plans require five years of service to be eligible to
apply for ODR

* The Proposed Plan permits an application for ODR regardl ess of years
of service.

ADR:

* In the Current Plans, non-Enhanced Pl an Menbers nust wai ve applica-
ble statutory presunptions to apply for disability retirement. Enhanced
Plan Menbers are eligible to wutilize applicable presunptions for
pur poses of ADR

* Under the Proposed Plan, all Article 22 POLICE and FIRE Menbers
would be eligible for applicable statutory presunptions for purposes of
ADR benefits upon becomng Article 22 Plan Menbers.

Death Benefits:
* Eligibility for Odinary Death Benefits (ODB) and Accidental Death
Benefits (ADB) woul d renmai n unchanged.

| MPACT ON BENEFI TS PAYABLE: Under the proposed | egislation, the benefits
provi ded woul d neither include an annuity component nor a benefit due to
I THP currently available to Tier 2 POLI CE and FI RE Menbers, would not be
subject to any applicable social security offset applied to certain
Article 14 Plan benefits, and would apply, or continue to apply where
applicable, COLA rather than escalation (for those currently eligible to
receive escal ation). The renmaining significant changes in benefit cal cu-
| ati ons between the Article 14 Plans and the Article 22 Plan are suma-
rized bel ow.

Pensi onabl e Wages:

* In the Current Plans, wages are generally not Ilimted, except as
descri bed bel ow, for purposes of calculating the FAS.

* The Proposed Plan limts wages to the Governor's annual salary for
pur poses of determ ning nmenber contributions and the FAS, and linmts
from the FAS any overtinme earnings that exceed 15% of annual wages.
Police nenbers in the rank of Detective or above, and Fire WMenbers in
the rank of Lieutenant or above, would not be subject to either the
salary or overtinme cap for purposes of determning contributions and
FAS.

FAS Cal cul ati on:

* |n the Current Plans, the FAS, depending on Plan and type of retire-
ment, is either a three-year average (FAS3) or a five-year average
(FAS5), and if the wages earned in one year of the FAS exceed the aver-
age of the previous two or four years, respectively, by nore than 10%
the anpbunt exceeding 10%is excluded fromthe FAS.

* In the Proposed Plan, all nenbers are subject to a FAS5 for al
retirenent benefits, and if the wages earned in one year of the FAS
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exceed the average of the previous four years by nore than 10% the
anount exceeding 10%is excluded fromthe FAS.

Service Retirenment Benefit Cal cul ation:

* Current Plans limt service credit to Cty and State Unifornmed
Police and Fire service, and cap the service retirenent benefit at 50%
of the FAS at 22 years of service (with full escalation at 25 years of
service or deferred payability until such tine).

* The Proposed Plan would permt Article 22 POLICE and FIRE Menbers to
retire at 50% of FASH after 20 years of service, and provide an addi-
tional benefit of 1/60th of total earnings after their respective 20th
anni versary of allowable service credit plus 75%tinmes 1/60th of FAS5
for all prior non-uniformCity and State service.

ADR Benefit Cal cul ati on:

* Current Plans provide ADR benefits ranging from50%to 75% of either
a FAS3 of FASS.

* The Proposed Plan would provide Article 22 POLICE and FI RE Menbers
with an ADR benefit of 75% of FAS5, plus 1/60th of total earnings after
their respective 20th anniversary of allowable service credit.

ODR Benefit Cal cul ati on:

* Current Plans provide ODR benefits of 33-1/3% of either a FAS3 or
FASS.

* The Proposed Plan would provide Article 22 POLICE and FIRE Menbers
with less than 10 years of service with an ODR benefit of 33-1/3% of
FAS5, with 10 or nmore years of service with an ODR benefit of 50% of
FAS5, and wth 20 or nore years of service an ODR benefit of 1/40th of
FAS5 multiplied by years of service.

Vested Retirenment Benefit Cal cul ation:

* Current Plans provide vested retirenment benefits, after 5 vyears of
service, of 2.1% of FAS3 or FASS tinmes years of service, payable w thout
escalation at what would have been the nmenber's 20th anni versary of
al |l onabl e service credit, or payable with partial or full escalation,
respectively, on the 22nd or 25th anniversary.

* The Proposed Plan would pernmit Article 22 POLICE and FIRE Menbers to
receive vested benefits, after 10 years of service, of 1/60th of FAS5
mul tiplied by years of service, plus 75% of 1/60th of FAS5 for all prior
non-uniformCity and State service, at what woul d have been the nenber's
20t h anni versary of allowable service credit. However, in no event shall
a vested benefit be | ess than the actuarial equivalent of accunulated
nmenber contributions with 5%interest conpounded annually.

ODB Cal cul ati on:

* Current Plans provide an ODB of three tines salary rounded up to the
near est $1, 000.

* The Proposed Plan would provide Article 22 POLICE and FI RE Menbers
with | ess than 20 years of service an ODB of three tinmes salary rounded
up to the nearest $1,000, and a death ganmble for those with 20 or nore
years of service. A death ganble is a lunp sum present val ue equival ent
of a presuned lifetinme service retirenment benefit of the deceased
menber .

ADB Cal cul ati on:

* The ADB cal cul ation, aside fromthe FAS applied, is essentially the
same in the Current and Proposed Plans conprised of 50% of salary and
the Special Accidental Death Benefit (SADB), which, when conbined wth
the ADB, is approximately 100% of a determined sal ary.

FI NANCI AL | MPACT - CHANGES | N PRQIECTED EMPLOYER CONTRI BUTI ONS: | n
accordance with ACCNY Section 13-638.2(k-2), new Unfunded Accrued
Liability (UAL) attributable to benefit changes are to be anortized as
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determ ned by the Actuary but generally over the remaining working life-
time of those inpacted by the benefit changes. As of June 30, 2017, if
this proposed legislation is enacted, the remaining working lifetime of
Article 14 POLICE and FIRE nenbers, assuming Article 22 Plan partic-
i pation, is approximately 15 years and 21 years, respectively.

For this proposed | egislation the change in UAL was anortized over a
15-year period (14 paynents wunder the OYLM for POLICE and over a
21-year period (20 payrments under the OYLM for FIRE using level dollar
payment s.

Since it cannot be precisely determ ned how many Article 14 PCLI CE and
FIRE Menbers wll elect to participate in the Article 22 Plan, results
are shown assuming that all existing and incomng Article 14 POLICE and
FI RE Menbers will elect to participate in the Article 22 Pl an
The following Table 1 presents an estinmate of the increases in the
enpl oyer contributions to POLICE and FIRE for Fiscal Years 2019 through
2023 due to the changes in provisions for Article 22 POLICE and FIRE
Menbers based on the applicable actuarial assunptions and nethods noted
her ei n:

Table 1
Fi scal Year I ncrease in Enpl oyer Contributions*
($ MIlions)
2019 $24.3
2020 30.2
2021 36.2
2022 42. 2
2023 48. 6

* The increase in enployer contributions is, in part, due to the
shorter expected working lifetinme of Article 22 POLICE and FIRE nenbers
whi ch decreases the period over which the costs are spread.

CONTRIBUTION TIM NG  For purposes of this Fiscal Note, it is assuned
that the changes in the enpl oyer contributions would be reflected for
the first tine in the June 30, 2017 actuarial valuations of PCLICE and
FI RE. Under the One-Year Lag Methodol ogy (OYLM, the first fiscal year
in which these changes in benefits would inpact enployer contributions
woul d be Fiscal Year 2019.

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

* The initial, additional adm nistrative costs of POLICE and FIRE to
i npl enent t he proposed | egislation.

* The inpact of +this proposed |egislation on QG her Postenpl oynent
Benefit (OPEB) costs.

CENSUS DATA: The starting census data wused for the «calculations
presented herein is the census data used in the Prelimnary June 30,
2017 (Lag) actuarial valuations of POLICE and FIRE to determne the
Prelimnary Fiscal Year 2019 enpl oyer contributions.

The Article 14 POLI CE Menbers had an average age of approximately 29.7
years, average service of approximately 3.3 years, and an average sal ary
of approximately $75,000 as of June 30, 2017. The Article 14 FIRE
Menbers had an average age of approxi mately 30.0 years, average service
of approximately 2.2 vyears, and an average salary of approxi mtely
$59, 000 as of June 30, 2017.

ACTUARI AL ASSUMPTI ONS AND METHODS: The additional enployer contrib-
utions presented herein have been cal cul ated based on the same actuari al
assunptions and nethods in effect for the June 30, 2017 (Lag) actuari al
val uations used to determne the Prelimnary Fiscal Year 2019 enployer
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contributions of POLICE and FIRE wth the exception of the overtine
assunption used for PCLICE which was adjusted to reflect the higher
|l evel s of overtine earned by Detectives. Please note these assunptions
and nmethods are subject to change as this valuation is not considered
final until the end of the Fiscal Year 2019.

In determ ning the change in enployer contributions, the probabilities
of accidental disability used to value the Proposed Plan equal those
currently wused for Tier 2 POLICE and FIRE nenmbers who are not eligible
for Wirld Trade Center benefits.

For purposes of estimating the inpact of substituting COLA for esca-
lation for certain Article 22 POLICE and FI RE Menbers, an assunption of
2.5% was used for escalation, which is consistent wth the underlying
Consunmer Price Inflation (CPl) assunption of 2.5% per vyear. This
conpares with the current COLA assunption of 1.5% per year (i.e. 50% of
CPlI  adjusted to recognize a 1.0% m ni mum and 3. 0% nmaexi mun) on the first
$18, 000 of benefit.

New entrants were projected to replace the menbers expected to |eave
the active population to nmaintain a steady-state popul ati on. New entrant
salaries and future salary increases are consistent with those to be
used in projections for the New York City Ofice of Managenent and Budg-
et in April 2018 (Prelimnary Projections).

The following Table 2a presents the total number of active enployees
of POLICE used in the projections, assuming a |level work force, and the
cumul ative nunber (i.e. net of withdrawals) of Article 14 POLI CE Menbers
as of each June 30 from 2017 through 2021

TABLE 2a
June 30 Tier 1 & 2 Tier 3 Tot al
2017 23,334 12, 831 36, 165
2018 21, 227 14, 938 36, 165
2019 19, 345 16, 820 36, 165
2020 17, 799 18, 366 36, 165
2021 16, 017 20, 148 36, 165

The follow ng Table 2b presents the total nunber of active enployees
of FIRE wused in the projections, assuning a | evel work force, and the
curmul ati ve nunber (i.e. net of withdrawals) of Article 14 FIRE Menbers
as of each June 30 from 2017 through 2021

TABLE 2b
June 30 Tier 1 & 2 Tier 3 Tot al
2017 8, 581 2,510 11, 091
2018 7,995 3, 096 11, 091
2019 7,485 3, 606 11, 091
2020 7,001 4,090 11, 091

2021 6, 557 4,534 11, 091
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STATEMENT OF ACTUARIAL OPINION: |, Sherry S. Chan, amthe Chief Actu-
ary for, and independent of, the New York City Retirement Systems and
Pension Funds. | ama Fellow of the Society of Actuaries, an Enrolled

Actuary under the Enpl oyee Retirenent |Incone and Security Act of 1974
(ERISA), a Menber of the Anerican Acadeny of Actuaries, and a Fell ow of
t he Conference of Consulting Actuaries. | nmeet the Qualification Stand-
ards of the American Acadeny of Actuaries to render the actuarial opin-
ion contained herein. To the best of ny know edge, the results contained
herei n have been prepared in accordance with generally accepted actuari -
al principles and procedures and with the Actuarial Standards of Prac-
tice issued by the Actuarial Standards Board.

FI SCAL NOTE | DENTIFICATION: This Fiscal Note 2018-36 dated June 12,
2018, was prepared by the Chief Actuary for the New York City Police
Pension Fund and the New York City Fire Pension Fund. This estimate is
i ntended for use only during the 2018 Legi sl ati ve Sessi on.



