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Introduced by COW TTEE ON RULES -- (at request of M of A Abbate) --
read once and referred to the Conmittee on Governmental Enployees

AN ACT to anend the retirenent and social security law, in relation to
addi ti onal pension benefits for police/fire menbers

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

Section 1. The retirenment and social security law is anmended by addi ng
a new section 505-a to read as follows:

§ b505-a. Additional pension benefit f or policelfire nenbers.
Police/fire nmenbers shall, upon retirenent, receive for each additional
vear of service or fraction thereof beyond nornmal retirement age, in
addition to the benefits provided in subdivision a of section five
hundred five of this article, or subdivision c of section five hundred
seven of this article, a pension of one-sixtieth of average annual earn-
ings from the date of eligibility for normal service retirenment to the
actual date of retirenent. Such pension shall be subject to annual
escal ation pursuant to section five hundred ten of this article.

8§ 2. This act shall take effect immediately.

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

SUVMMARY OF BILL: This proposed |egislation would add a new Section
505-a to the Retirenent and Social Security Law (RSSL) to provide an
addi tional benefit of 1/60th of average annual earnings, subject to
appl i cabl e escal ation, for each additional year of credited service, or
fraction thereof, beyond 22 years of service for normal service retire-
ment and Accident Disability Retirement (ADR) benefits for Tier 3
Original, Revised/ Mdified, and Enhanced plan nenbers (Tier 3 nenbers)
of the New York City Police Pension Fund (POLICE) and the New York City
Fire Pension Fund (FIRE)

Ef fective Date: Upon enactnent.

| MPACT ON BENEFI TS: Currently, upon reaching 22 or nore years of cred-
ited service, the Tier 3 normal service retirenent and non- Enhanced ADR
benefit is equal to:

* 50% of Final Average Sal ary (FAS),

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
LBD14663- 02- 2



A. 10415 2

* Reduced by 50% of the Primary Social Security benefit (determned
under RSSL Section 511), plus

* Annual escal ation as provided in RSSL Section 510.

where FAS is defined as:

* 3-Year FAS (FAS 3) for Oiginal Tier 3 Menbers, and

* B-Year FAS (FAS 5) for Revised/ Mdified Plan Menbers.

The current Enhanced ADR benefit is equal to:

* 75% of FAS 5 subject to Cost-of-Living Adjustnment (COLA) pursuant to
Admini strative Code of the City of New York (ACCNY) Section 13-696

Under the proposed legislation, if enacted, the retirenment benefit for
Tier 3 menbers who retire for service or non-Enhanced ADR after the
effective date of the proposed legislation with 22 or nore years of
credited service would be equal to:

* 50% of FAS for the first 22 years of credited service, plus

* 1/60th of average annual earnings for each additional year of cred-
ited service, or fraction thereof, exceeding 22 years (if any),

* Reduced by 50% of the Primary Social Security benefit (determned
under RSSL Section 511), plus

* Annual escal ation as provided in RSSL Section 510.

where FAS is defined as:

* 3-Year FAS (FAS 3) for Oiginal Tier 3 Menbers, and

* B-Year FAS (FAS 5) for Revised/ Mddified Plan Menbers.

Under the proposed legislation, if enacted, the Enhanced ADR benefit
for Tier 3 nenbers who retire with 22 or nore years of credited service
after the effective date of the proposed |egislation would be equal to:

* 75% of FAS 5 subject to COLA pursuant to ACCNY Section 13-696, plus

* 1/60th of average annual earnings for each additional year of cred-
ited service, or fraction thereof, exceeding 22 years (if any), subject
to annual escalation as provided in RSSL Section 510.

FI NANCI AL | MPACT - SUMMARY: The estimated financial inpact of provid-
ing an additional 1/60th of average annual earnings for service beyond
22 years of service as described above is an increase in Present Val ue
of Future Benefits (PVFB), and an increase in the Present Value of
future enpl oyer contributions.

In the initial vyear, the Present Value of future enployer contrib-
uti ons would increase by approxinately $1,020.3 million for POLICE and
$289.8 nillion for FIRE, for a total increase of approximately $1,310.1
mllion.

The financial inpact will increase as the inpacted populations (Tier 3
menbers of PCOLICE and FIRE) increase over tinme. The estimate of the
increase in annual enployer contributions for Fiscal Years 2023 through
2027 based on the applicable actuarial assunptions and nethods noted
herein, are shown in the table bel ow.

I ncrease in Enpl oyer Contributions ($ MIIions)

Fi scal Year PQOLI CE FI RE TOTAL
2023 $67. 4 $18.0 $85. 4
2024 $72. 4 $19.8 $92.2
2025 $77.5 $21.9 $99. 4
2026 $82.6 $23.8 $106. 4
2027 $89.5 $26.0 $115.5

In accordance with ACCNY Section 13-638.2(k-2), new Unfunded Accrued
Liability (UAL) attributable to benefit changes are to be anortized as
determ ned by the Actuary but are generally anortized over the renmining
working lifetime of those inpacted by the benefit changes. As of June
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30, 2021, the remaining working lifetine of POLICE Tier 3 nenbers is
approximately 18 vyears and FIRE Tier 3 nenbers is approximtely 20
years.

For the purposes of this Fiscal Note, the increase in the UAL for
PCLI CE was anortized over an 18-year period (17 paynents under the One-
Year Lag Met hodol ogy (OYLM) using level dollar paynents and the UAL for
FIRE was anortized over a 20-year period (19 paynents under the OYLM
using | evel dollar paynents.

CONTRI BUTI ON TI M NG For the purposes of this Fiscal Note, it is
assumed that the changes in the Present Value of future enployer
contributions and annual enployer contributions would be reflected for
the first time in the Final June 30, 2021 actuarial valuations of PCLICE
and FIRE. In accordance with the OYLM used to determ ne enployer
contributions, the increase in enployer <contributions would first be
reflected in Fiscal Year 2023.

CENSUS DATA: The estimates presented herein are based on the census
data used in the Prelimnary June 30, 2021 (Lag) actuarial valuations of
PCOLICE and FIRE to determine the Prelimnary Fiscal Year 2023 enployer
contri butions.

There are 17,963 active Tier 3 nmenbers of POLICE as of June 30, 2021
and they have an average age of approxinmately 31.8 years, average
service of approxinmately 5.3 years, and an average sal ary of approxi-
matel y $97, 600.

There are 3,973 active Tier 3 nenbers of FIRE as of June 30, 2021 and
they have an average age of approxi mately 32.4 years, average service of
approximately 4.9 years, and an average salary of approxinmately $99, 200.

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 nmethods in effect for the Prelimnary June 30, 2021 (Lag) actuarial
valuations used to determne the Prelimnary Fiscal Year 2023 enpl oyer
contributions of POLICE and FIRE with the exception of the probability
of Tier 3 Police and Fire nenbers working beyond 22 years of service,
whi ch was increased to recognize the inpact the proposed legislation, if
enacted, would have on retirenent behavior.

New entrants were projected to replace the nmenbers expected to |eave
the active population to maintain a steady-state popul ati on. New entrant
denographics and future salary increases are consistent with those used
in projections for the New York Gty Ofice of Managenent and Budget in
April 2022 (Prelimnary Projections).

RI SK AND UNCERTAI NTY: The costs presented in this Fiscal Note depend
highly on the realization of the actuarial assunptions used, as well as
certai n denographic characteristics of PCLICE and FIRE, and ot her exoge-
nous factors such as investment, contribution, and other risks. If actu-
al experience deviates from actuarial assunptions, the actual costs
could differ fromthose presented herein. Costs are also dependent on
the actuarial nethods used, and therefore different actuarial nethods
coul d produce different results. Quantifying these risks is beyond the
scope of this Fiscal Note.

Not nmeasured in this Fiscal Note are the follow ng:

* The initial, additional adm nistrative costs of POLICE, FIRE, and
other New York City agencies to inplement the proposed |egislation

* Pension costs for:

* Future menbers of POLICE and FIRE hired on or after 7/1/2025.
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* Current and future nmenbers of New York City Enployees' Retirenent
System who currently have the same benefit formula as POLI CE and FI RE
Tier 3 nmenbers and who rmay obtain the sane benefit inprovenent.

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

STATEMENT OF ACTUARIAL OPINION: |, Mchael J. Sanet, am the Interim
Chief Actuary for, and independent of, the New York City Retirenent
Systems and Pension Funds. | ama Fellow of the Society of Actuaries and
a Menber of the Anerican Acadeny of Actuaries. | neet the Qualification
Standards of the Anerican Academny of Actuaries to render the actuarial
opi ni on contai ned herein. To the best of my know edge, the results
contained herein have been prepared in accordance wth generally
accepted actuarial principles and procedures and wth the Actuarial
St andards of Practice issued by the Actuarial Standards Board.

FI SCAL NOTE | DENTI FI CATION: This Fiscal Note 2022-46 dated May 9, 2022
was prepared by the Interim Chief Actuary for the New York City Police
Pensi on Fund and the New York City Fire Pension Fund. This estinmate is
i ntended for use only during the 2022 Legi sl ati ve Sessi on.



