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STATE OF NEW YORK

5903--A

2019- 2020 Regul ar Sessi ons

| N SENATE

May 16, 2019

I ntroduced by Sens. GOUNARDES, COMRI E, GAUGHRAN, KAM NSKY, KAPLAN, SAVI -

NO -- read twice and ordered printed, and when printed to be conmitted
to t he Conmittee on Civil Service and Pensions -- conmttee
di scharged, bill anended, ordered reprinted as anended and recommitted

to said commi ttee

AN ACT to anend the general municipal law, in relation to allow ng
certain menbers of the New York city police pension fund to receive a
menbership date in the New York city police pension fund attributable
to service in the titles of police cadet program or police cadet
program |l in the New York city police departnment cadet program

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

Section 1. The general nmunicipal law is amended by adding a new
section 209-fff to read as foll ows:

8 209-fff. Provisions relating to a nmenbership date in the New York
city police pension fund attributable to service in the titles of police
cadet program and police cadet programll in the New York city police
departnent cadet program 1. Notw thstanding any provision of law to the
contrary, upon election, any nenber of the New York city police pension
fund who is subject to article fourteen of the retirenent and socia
security law, and who served in the New York city police departnent
cadet program in the title of police cadet program or police cadet
program |l prior to April first, two thousand twelve, but did not join
the New York city enployees' retirenent systemwhile serving in either
such title, may purchase credit for the period of service in such titles
in the New York city police departnent cadet program by paying into the
New York city police pension fund all nenber contributions plus inter-
est, at arate of five percent per annum which would have been payabl e
to the New York city enployees' retirement system under any provision of
law had such nenber joined the New York city enployees' retirenent
systemon the earliest date that he or she was appointed to the title of

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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police cadet programor police cadet programll in the New York city
police department cadet program provided such paynent is nmade within
five years after the effective date of this section.

2. Any nenber of the New York city police pension fund who acquires
service credit pursuant to this section shall be entitled to all rights,
benefits and privileges to which he or she would have been entitled had
his or her nenbership in the New York city police pension fund begun
upon the earliest date that he or she was appointed to the title of
police cadet program or police cadet programll in the New York city
police departnent cadet program but in no event shall the service cred-
it acquired pursuant to this section be deemed to be service in the
police force or any other type of service counted or creditable as
service in the police force under section 13-218 of the administrative
code of the city of New York, section five hundred thirteen of the
retirement and social security law or any other provision of law for
purposes of eligibility for benefits and to determ ne the anmpunt of
benefits under the New York city police pension fund.

8 2. This act shall take effect inmediately.

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

SUMVARY OF BILL: The attached draft |egislation would anend the Gener-
al Municipal Law by adding a new Section 209-fff to allow New York City
Police Pension Fund (POLICE) nenbers subject to Article 14 of the RSSL
(Tier 3, Tier 3 Revised, and Tier 3 Enhanced) to purchase prior service
as a cadet in the New York Police Departnment (NYPD) and use the appoint-
ment date as a cadet to determine the initial date of POLICE nenbership
for plan or tier eligibility provided such purchase of service is nade
within five years of the effective date.

Ef fective Date: Upon enactnent.

BACKGROUND: Currently, the purchase of prior NYPD cadet service
perfornmed while not a nmenber of the New York City Enployees' Retirenent
System (NYCERS) does not provide a retroactive date of nembership in
PCLI CE nor would it provide additional service retirenent benefits.

| MPACT ON BENEFITS: Under the proposed legislation, if enacted,
purchased NYPD cadet service perforned while not a menber of NYCERS
woul d entitle nenbers with a cadet service date before July 1, 2009 to
be deened Tier 2 nmenber with all the rights and privileges of such Tier,
and such service would be included in the calculation of benefits as
non-qual i fying service credit.

Al so, under the proposed |legislation, if enacted, purchased NYPD cadet
service would entitle nenbers with cadet service between July 1, 2009
and April 1, 2012 who joined PCLICE after April 1, 2012 as a Tier 3
Revi sed or Enhanced nenber to be deenmed an original Tier 3 nenber wth
all the rights and privil eges of a nenber who joined such Tier prior to
April 1, 2012.

Since eligibility for POLICE benefits are based on tier or plan,
including cadet service towards tier or plan eligibility would increase
and/ or accelerate the payability date of the benefits in accordance with
applicable earlier tiers or plans.

ADDI TI ONAL MEMBER CONTRI BUTI ONS: For cadets who did not join NYCERS
the nenber would have to pay nenber contributions that woul d have been
payabl e to NYCERS had they joined on their initial cadet appointnent
date, plus 5% annual interest.

Menber contributions for PCOLICE are determned by tier and plan as
fol | ows:

* Tier 2 - contribution rates are based on entry age.

* Tier 3 and Tier 3 Revised - Basic Menber Contributions (BMC) of 3%
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* Tier 3 Enhanced - BMC of 3% plus Additional Menber Contributions
currently equal to 1%

FI NANCI AL | MPACT - PRESENT VALUES: Based on the data provided by
PCLI CE and the actuarial assunptions and nethods described herein, the
enactment of this proposed |egislation would increase the Present Val ue
of Future Benefits (PVFB) by approximately $37.6 nmillion and decrease
the Present Val ue of nenber contributions of approximately $7.5 mllion.
The net result 1is an increase in the Present Value of future enployer
contributions of approximately $45.1 million.

Under the Entry Age Nornmal cost nethod used to determ ne the enployer
contributions to POLICE, there would be an increase in the Unfunded
Accrued Liability (UAL) of approximately $17.0 nillion and an increase
in the Present Value of future enployer Nornmal Cost of $28.1 mllion.

FI NANCI AL | MPACT - ANNUAL EMPLOYER CONTRI BUTIONS: | n accordance with
Admi nistrative Code of the City of New  York ( ACCNY) Section
13-638.2(k-2), new UAL attributable to benefit changes are to be anor-
tized as determ ned by the Actuary but generally over the remaining
working lifetime of those inpacted by the benefit changes. As of June
30, 2017, the remaining working lifetime of the affected cadets is
approxi mately 15 years.

For the purposes of this Fiscal Note, the increase in UAL was anor-
tized over a 15-year period (14 paynents under the One-Year Lag Method-
ology (OYLM) wusing level dollar paynents. This paynent plus the
increase in the Nornmal Cost results in an increase in annual enployer
contributions of approximately $5.6 nmillion each year.

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

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

* The inmpact of this proposed |egislation on G her Postenploynent
Benefit (OPEB) costs.

CONTRIBUTION TIM NG For the purposes of this Fiscal Note, it is
assumed that the changes in the Present Value of future enmployer
contributions and annual enployer contributions would be reflected for
the first tine in the June 30, 2019 actuarial valuation of PCLICE. In
accordance with the OYLM used to determ ne enpl oyer contributions, the
increase in enployer contributions would first be reflected in Fisca
Year 2021.

CENSUS DATA: The estimates presented herein are based on the census
data wused in the Prelimnary June 30, 2018 (Lag) actuarial valuation of
POLICE to determine the Prelimnary Fiscal Year 2020 enployer contrib-
utions.

Addi tional data for the cadets was provided by POLICE. There were 358
af fected cadets as of June 30, 2018. These nenbers had an average age of
approxi mately 31.3 years, average service of approximately 7.5 years,
and an average salary of approximtely $113, 500.

ACTUARI AL ASSUMPTI ONS AND METHODS: The changes in the Present Val ue of
future enpl oyer contributions and annual enployer contributions
presented herein have been cal cul ated based on the actuarial assunptions
and methods in effect for the June 30, 2018 (Lag) actuarial valuations
used to determine the Prelimnary Fiscal Year 2020 enpl oyer contrib-
utions of POLICE. Additionally, 1.2 years of cadet service was assuned
based on the ampbunt of cadet service previously purchased by nenbers of
POLI CE

RI SK AND UNCERTAI NTY: The costs presented in this Fiscal Note depend
highly on the actuarial assunptions and net hods used and are subject to
change based on the realization of potential investnent, denographic,
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contribution, and other risks. If actual experience deviates from actu-
arial assunptions, the actual costs could differ from those presented
herein. Costs are also dependent on the actuarial nethods used, and
therefore different actuarial nmethods could produce different results.
Quantifying these risks is beyond the scope of this Fiscal Note.

STATEMENT OF ACTUARIAL OPINION: |, Sherry S. Chan, amthe Chief Actu-
ary for, and independent of, the New York City Retirenent Systens and
Pensi on Funds. | ama Fellow of the Society of Actuaries, an Enrolled

Actuary under the Enpl oyee Retirenent |Inconme and Security Act of 1974, a
Menber of the American Acadeny of Actuaries, and a Fell ow of the Confer-
ence of Consulting Actuaries. | neet the Qualification Standards of the
Ameri can Acadeny of Actuaries to render the actuarial opinion contained
herein. To the best of ny know edge, the results contai ned herein have
been prepared in accordance with generally accepted actuarial principles
and procedures and with the Actuarial Standards of Practice issued by
the Actuarial Standards Board.

FI SCAL NOTE | DENTIFICATION: This Fiscal Note 2019-36 dated June 15,
2019 was prepared by the Chief Actuary for the New York City Police
Pension Fund. This estimate is intended for use only during the 2019
Legi sl ati ve Session.



