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TITLE:
AN ACT to amend the administrative code of the city of New York, in relation to increasing benefits payable by the police and fire variable supplements funds to pension fund beneficiaries. 

BACKGROUND:

In 1970, police officers, police superior officers, firefighters and fire officers were granted variable supplement funds.  Variable supplements funds are funds separate from the pension funds (administered by a separate board of directors) that provide supplemental retirement benefits to retired members of the police and fire pension funds.
  These funds are funded by earnings from the pension funds that are deemed “excess earnings,” which are “skimmed” from the pension fund.   These excess earnings occur when the earnings in equities exceed the earnings set by the pension funds’ boards of directors for hypothetical investments in fixed income securities.  In a year when equity earnings are below the hypothetical earnings rate, comparing the earnings in equities to the hypothetical fixed income securities generates a deficit.  In a year following a deficit, no “skim” is made to fund the variable supplement fund until the value of the previous year’s deficit is restored.

Currently, the variable supplement fund payments are made to eligible retirees in a yearly lump sum payment in accordance with a schedule contained in the laws establishing each fund.  For those eligible retirees who retire for service prior to 2008 the benefit works as follows:  There is a schedule of payments which begin in a given year and increase by $500 per year until they reach a maximum yearly payment of $12,000 in 2007, after which the yearly payment remains constant at $12,000.  When an eligible member retires prior to 2008, he or she becomes eligible for a pro-rata share of the payment set forth in the schedule for that year, and for the payment scheduled for each subsequent year. Thus, if a uniformed member of the police or fire department retires, for example, in 2000 with 20 years of creditable service, that member is eligible for the pro rata share of an $8,500 variable supplement fund payment for the year of retirement, a $9,000 payment in 2001, a $9,500 payment in 2002 and so on until he or she attains the maximum $12,000 payment in 2007 and every year thereafter.
  

PROPOSED LEGISLATION


The proposed legislation would amend the provisions of the police officers, police superior officers, firefighters, wipers
 and firefighter superior officers variable supplements funds to provide that those officers who remain on the force after they have achieved 20 years’ creditable service, would be entitled to collect those scheduled variable supplements fund payments they “missed out on” for the years after 20 during which they remained on the force.  The legislation accomplishes this by amending the variable supplement benefit provisions of the Administrative Code to require payment to eligible retirees an amount equal to “the variable supplements that he or she would have received” during the period beginning with: the later of his or her earliest eligibility for service retirement or January 1, 2002; and ending with his or her date of retirement had he or she retired on such earliest eligibility date.


In addition, the proposed legislation would also allow those officers who are eligible to receive these “missed” variable supplement payments, but who are subsequently retired for disability, to receive those “missed” payments he or she would have received during the period described above.  However, those officers retired for disability would not be entitled to receive variable supplement payments going forward.  Currently, those officers retired for disability are not entitled to variable supplement payments.


According to the Sponsors’ Memorandum in Support, this bill is designed as an incentive to retain police officers and fire officers who are eligible to retire and to ward off an unprecedented wave of retirements, particularly in the superior officers’ ranks.  

FISCAL IMPLICATIONS:
The cost of this proposal will be discussed at the hearing.  The City’s Actuary has been invited to address this issue.

EFFECTIVE DATE:

Immediately.

� See, e.g. Administrative Code §§13-270 and 13-384.


� See, e.g. Administrative Code §§ 13-232, 13-232.1, and 13-335.


� See, e.g.,  Administrative Code §§13-271 and 13-385. 














� Wipers are a former category under the firefighter pension fund which has not been employed since the earlier decades of the 20th Century although there are still some retirees which the proposed legislation would include with regard to the additional benefits.





