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          2                 CHAIRPERSON BAEZ: Good morning, all,

          3  and welcome to this hearing. My name is Maria Baez,

          4  and I am the Chair of the Committee on State and

          5  Federal Legislation.

          6                 Today will be the first Committee

          7  hearing of this session as we consider SLRs, the

          8  resolutions by which this Committee requests Albany

          9  to adopt pieces of legislation that effect the

         10  affairs of this City.

         11                 This Committee has tended to operate

         12  at breakneck speed, putting SLRs at first hearings.

         13  This is often necessary because a bill will come

         14  down from Albany for a Home Rule request and the

         15  legislature may want to move quickly on it.

         16                 Moreover, in June we are constantly

         17  under the threat that if we do not act quickly

         18  Albany will leave for the summer and we will lose

         19  our opportunity to act.

         20                 However, because this is a new

         21  Council, and because of the difficult financial

         22  circumstances we're in, I hope to hold first

         23  hearings on a number of SLRs so that we can consider

         24  the issues and weigh the costs before deciding

         25  whether or not to hold on an item.
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          2                 Today we will consider three SLRs on

          3  bills introduced in Albany to address the serious

          4  issue of obtaining our City's uniformed police and

          5  firefighters. The City's police and firefighters

          6  pension plan provide for retirement after 20 years

          7  of service with a pension benefit of half their last

          8  year's salary.

          9                 In addition to this regular pension

         10  benefit, our offices are entitled to a yearly

         11  variable supplement payment, which comes from a

         12  separate fund made up of excess earnings from the

         13  pension fund.

         14                 In addition, because we don't want

         15  experienced police officers and firefighters leaving

         16  after 20 years in their prime of their careers, the

         17  plan provides for an additional benefit such as an

         18  additional payment of one-sixtieth of the average of

         19  their salary for each year past 20 they can remain

         20  on the force.

         21                 However, we have many firefighters

         22  and police officers who are eligible or almost

         23  eligible for a 20-year service retirement, and we

         24  lost so many brave men on September 11th, brave men

         25  and women. This is why we are concerned that those
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          2  who are eligible to retire and who have been working

          3  so hard in the last eight months would choose to

          4  retire so as not to pass up benefits resulting from

          5  a year where their salaries included so much

          6  well-deserved overtime.

          7                 So, today we will consider three SLRs

          8  introduced in Albany to provide incentives for

          9  police and firefighters to stay on the force. These

         10  bills are complicated and some have significant

         11  costs attached to them. So, today we will hear from

         12  all sides of the measures, but we will not be voting

         13  on them.

         14                 The first SLR, 36, will allow

         15  officers to use either their last year's earnings to

         16  calculate their pension benefits or the earnings of

         17  any 12-month period that was higher than their last

         18  year. This would allow officers who are earning

         19  higher salaries this year to stay on the force, and

         20  when they do retire they would not have lost the

         21  opportunity to use this year in calculating their

         22  benefits.

         23                 The second resolution, an amended

         24  version of SLR 37, would provide that an officer who

         25  stays beyond 20 years on the force could in effect
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          2  bank the yearly variable supplement payments he or

          3  she would have gotten if he or she had retired after

          4  20 years.

          5                 The uniformed member, who would be

          6  eligible to collect these retroactive payments upon

          7  retirement.

          8                 Therefore, an officer who stays five

          9  years beyond his or her 20 years would not miss out

         10  on five years of variable supplement fund payments.

         11                 The third SLR would change the way

         12  the additional one-sixtieth benefit is calculated

         13  for officers who stay more than 20 years.

         14                 Currently an officer receives an

         15  additional one-sixtieth of his or her average salary

         16  for each year past 20 he or she remains.

         17                 The salary used to calculate this

         18  benefit is an average of the yearly salaries earned

         19  in those years after the 20th. This proposal would

         20  change that calculation so that an officer's final

         21  salary would be used to calculate the benefit for

         22  every year past 20 that he or she works. While all

         23  these proposals may provide additional incentives

         24  for officers to stay on the force longer than 20

         25  years, we also must carefully consider the cost of
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          2  each proposal in light of the serious budgetary

          3  constraints the City is facing.

          4                 I ask everyone who is here today to

          5  speak on these proposals to address the cost, as

          6  well, since we all have to balance these factors in

          7  reaching decisions.

          8                 We will also have a first hearing on

          9  SLR 52. This proposal would give special officers,

         10  such as school safety officers and HHC guards, the

         11  same three-quarters disability retirement if they

         12  are injured in the line of duty that other public

         13  safety officers receive.

         14                 In addition, it will create a

         15  presumption that if they get TB, hepatitis or they

         16  contract HIV after coming into contact with a

         17  detainee patient who is infected while on the job,

         18  that they contracted the disease on the job.

         19                 Last year this Committee approved an

         20  SLR on a similar bill. We will also be hearing, and

         21  I expect to call a vote on SLR 33, a bill that would

         22  give Tier 3 and Tier 4 uniformed sanitation the same

         23  three quarters disability retirement benefit that

         24  Tier 1 and 2 workers have. The Administration and

         25  union are both supportive of this and are requesting
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          2  that we adopt this SLR.

          3                 We will begin with the three police

          4  and firefighters proposal.

          5                 At this time, I would like to call

          6  all the representatives of the police and

          7  firefighters up together, and ask them to address

          8  the SLRs, beginning with SLR 36.

          9                 Before we begin I would like to take

         10  the opportunity now to introduce my colleagues.

         11                 From left to right, we have Council

         12  Member McMahon; Council Member Golden; Council

         13  Member Addabbo; Councilwoman Sears; Council Member

         14  Joel Rivera; Council Member Monserrate; Council

         15  Member Dilan; and we've been joined by Councilwoman

         16  Melinda Katz.

         17                 I would also like to introduce Frank

         18  Tramontano, he's the First Deputy of Finance; Jim

         19  Caras, our Counsel.

         20                 Council Member Katz, would you like

         21  to say a few words?

         22                 COUNCIL MEMBER KATZ: Yes. I

         23  appreciate the opportunity and apologies to my

         24  colleagues. I have to be at a press conference on

         25  the steps of City Hall in about 20 minutes, so I
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          2  would like to thank you for giving me the

          3  opportunity.

          4                 I'm here today in support of the

          5  resolutions on all of them, the sanitation bills and

          6  also the Fire Department and the Police.

          7                 In many of the hearings that we have

          8  had over the last few months, what seems very

          9  evident is the Police Department and the Fire

         10  Department are extremely concerned about losing

         11  experienced members of their forces that have been

         12  here for several years, and who are of retirement

         13  age.

         14                 Many of the calculations really

         15  concern me as far as -- I'm a little out of breath,

         16  excuse me. I ran up here because I didn't want to

         17  make my chairman late.

         18                 What's obvious, Ray Kelly was on the

         19  stand, and several other members of the Fire

         20  Department and the Police Department, they are

         21  concerned with the retirement, especially this

         22  year's retirement, obviously, with the overtime that

         23  has been earned over the last year because of 9/11.

         24                 So, I guess I wanted to make it clear

         25  that I feel that the support of these bills is
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          2  extremely important.

          3                 I understand that the actuary has

          4  come out with some astronomical number that it's

          5  going to cost the City in order to keep folks in

          6  office, in their positions after retirement age, and

          7  in order to recalculate the pensions.

          8                 I would like to hear from the

          9  testimony, I'm sure my colleagues will give me the

         10  testimony afterwards, how much it would save the

         11  City if we keep experienced police officers and

         12  experienced fire officers past the pension age of

         13  retirement, to allow them to recalculate it, because

         14  we don't have to pay extra health insurance, extra

         15  training, and all that kind of stuff.

         16                 So, I look forward to getting the

         17  testimony afterwards from my colleagues, and I thank

         18  you for the opportunity of making a statement.

         19                 CHAIRPERSON BAEZ: Thank you very

         20  much, Councilwoman.

         21                 We've also been joined by Council

         22  Member Fidler.

         23                 Okay, who is going to start this,

         24  please?

         25                 MR. SCOTTO: Good morning, Council
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          2  Members. I'm Tom Scotto, president of the Detectives

          3  Endowment Association, and by mutual agreement I was

          4  asked to draft this piece of legislation with the

          5  assistance of actuary, Mr. Jonathan Schwartz, and

          6  seated here alongside me to my right is president of

          7  the Captains Endowment Association, John Driscoll;

          8  to my immediate left, president of the Sergeants

          9  Benevolent Association, Bernie Pound; next is the

         10  president of the Officers Union, Pete Gorman; and

         11  the vice president of your firemen, Mike Carter; and

         12  the vice president of the Lieutenants Benevolent

         13  Association, Bill Giblin.

         14                 So, collectively we're here today to

         15  address the community on these issues which are of

         16  major concern both to the unions and to the City of

         17  New York, as it pertains to the issue of retention.

         18                 It's no secret, I don't know whether

         19  it's the City of New York or IBM and any other major

         20  corporation, that retention is far more economic

         21  than recruiting. It's far better to retain a

         22  seasoned employee than it is to hire a new one, and

         23  in this particular bill, I'm going to address the

         24  first one, which is the best 12 months of an

         25  officer's career, for the purposes of retirement-
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          2  this bill is clearly a win/win situation, for both

          3  the City of New York and for the employees involved.

          4                 Basically this bill, as it pertains

          5  to employees, merely focuses on those individuals

          6  that have over 20 years of service. What we're

          7  trying to do here is to say to those individuals,

          8  stay on the job, and the way it is today, the

          9  economic pressures on the why should I stay? One, we

         10  had two years of enormous overtime with CONDOR and

         11  as a result of 9/11, and then secondly, if you stay,

         12  you'll lose your variable supplement fund, which is

         13  $10,500 next year.

         14                 So, in essence, anyone with over 20

         15  years of service is actually being asked to give up

         16  about $20,000 in salary a year, if they stay on one

         17  day beyond 20 years. It's absurd.

         18                 So, the bills that we have before you

         19  today are so win/win in the sense that both the City

         20  is going to win and the employees are going to win,

         21  recognizing the fact that the economic pressures of

         22  the situation are literally forcing our people out

         23  the door. And even in support of that, here is a

         24  letter that was one of my delegates, it was read at

         25  the last meeting, it's addressed to the secretary
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          2  who reads this, and here's a young detective with

          3  about 21 years on the job, he's a delegate in the 25

          4  Precinct, which is one of the most busiest precincts

          5  in the City of New York, and it says:

          6                 "Dear Mike," in the Board of

          7  Officers, "as of February 1, 2002, I will have to

          8  resign as delegate of the 25 squad, due to my

          9  retirement, in which I was pretty much forced to

         10  retire, due to the economics of a great year with

         11  overtime."

         12                 Then he goes on to basically thank

         13  everyone in the union and the officers and so forth,

         14  and then at the very end he concludes: "Tommy, if

         15  you can get that bill signed, it may sound crazy,

         16  but I'll be back the next day."

         17                 And this is typical of what about six

         18  of my delegates of the Detectives Endowment

         19  Association, all in their early forties, less, you

         20  know, between about 42 and 47, six of them have

         21  resigned in the last two months, all with the same

         22  reason. If we don't get this bill passed -- if we

         23  get this bill passed they'll all come back, but due

         24  to the amount of overtime that was earned in the

         25  last two years, and the fact that they will lose the
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          2  $10,000 in the variable supplement fund, they cannot

          3  stay on the job. And as silly as it seems, that if

          4  they actually stayed on the job for four or five

          5  more years, they would actually go out with less

          6  money than if they go out today.

          7                 I mean, we're in one of those

          8  catch-22 situations where there is no choice, and

          9  this bill, in essence, says, you know, let's create

         10  this win/win situation, let's recognize the

         11  situation, and let's fix it.

         12                 Just for the purposes of

         13  understanding, we are in a crisis situation in the

         14  NYPD. We cannot recruit people because we do not pay

         15  them enough salary, we are losing seasoned officers

         16  because of the pressures of the overtime and the

         17  variable supplement fund, and just for the purposes

         18  of an example, last year alone, and December 31st,

         19  we lost a total of 3,776 officers in the year 2001,

         20  2,969 retired due to vesting, accident, ordinary and

         21  so forth. However, most significant, 807 resigned,

         22  resigned from the Police Department, not for pension

         23  purposes, they can't take the job anymore, they

         24  can't take the salary.

         25                 Let's talk about from January 1,
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          2  2002, to today, March 31st. As of March 31st, 266

          3  officers resigned in the NYPD, and a total of 345

          4  are gone as of -- I'm sorry, 731 have retired and

          5  266 have resigned. That is approximately 997, almost

          6  1,000. If we continue that on an average for the

          7  balance of this year, that is 4,000 officers out the

          8  door this year.

          9                 I happen to be the National

         10  President, the President of the National Association

         11  of Police Organizations, and proudly I state the

         12  fact that I was one of the architects of the Crime

         13  Bill in 1994, along with the President Clinton

         14  Administration. And we said back then in 1994, Mr.

         15  President, give us the resources and allow us to

         16  hire 100,000 police officers throughout this entire

         17  country, and let us do our job, and the National

         18  promises you that we can reduce crime throughout

         19  this country. He supported us 100 percent, we got

         20  the 100,000 officers since 1994 and we have proven,

         21  given the resources, the equipment, the manpower and

         22  so forth, we could do the job, and crime has

         23  dramatically dropped throughout this entire country.

         24                 Albeit the fact that every

         25  municipality takes credit for one reason or another
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          2  why crime went down, this, that and the other, but

          3  the real impetus behind that was the fact that we

          4  provided the funding and the manpower to do the job.

          5  That is the reality of it all.

          6                 Unfortunately, you read in the paper

          7  the other day 41,000 went down around 38,000 and

          8  change, and if we continue we'll be down around

          9  36,000. Don't believe and don't be fooled for one

         10  moment that that does not have a negative impact on

         11  this City of New York. It's impossible not to have

         12  it because you don't have the coverage out there

         13  that we had before.

         14                 So, again, getting more specific to

         15  this bill, we are stating the fact that this is a

         16  win/win situation. There isn't any losers on this

         17  game. The fact is that you will probably hear

         18  testimony from the actuary of the City of New York,

         19  and anything new we have disputed the figures of the

         20  actuary every single day, both in the Pension Board

         21  in the City of New York.  The City of New York and

         22  the actuary has a funny way of presenting issues

         23  that only tells you the cost factor. They totally

         24  eliminate the savings factor, and that's why I was

         25  so glad when Melinda Katz said, Council Member Katz
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          2  said I'd like to know what does the City say. You

          3  never hear that from that end.

          4                 The fact is, if you kept the police

          5  officer today, he or she decides to remain on the

          6  job, the City of New York is already paying the

          7  health benefit, whether they're active or retired,

          8  it's already paying the social security, whether

          9  they're active or retired, they're already paying

         10  the pension payments, whether they're active or

         11  retired. So, now, why not keep that employee? If

         12  that employee retires tomorrow, the City must

         13  maintain all those payments that I just said anyway

         14  - pension payments, health benefits payments, and

         15  everything else that goes along with the retired

         16  employee; why get rid of that employee, and now have

         17  the additional burden of going to hire a new

         18  employee, put that employee through the academy,

         19  train him, basically which loses about eight or nine

         20  months, pay the health benefits, pay the Social

         21  Security, pay the pension payment --. And I told you

         22  before, last year we lost 807, resigned, so far this

         23  year you have 266 resigned. Meaning, even though

         24  while you're going through this process of training,

         25  we lose, the City of New York loses a high
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          2  percentage in academy and loses a high percentage in

          3  the second, third and fourth year, even without

          4  paying them pensions they walk out the door.

          5                 If you looked at the article

          6  yesterday, in yesterday's news, you would notice, I

          7  think it was 47 or 54, I forget -- 52, 52 of our

          8  cops left the City of New York to go to Suffolk.

          9  Last month, 47 I think went to the Port Authority,

         10  and less than a year ago, a class of 128 in Nassau

         11  County, 96 of them were NYPD officers. And if you

         12  look at the comments of the Chief yesterday in

         13  Suffolk County, he says, "this is a homerun for us.

         14  This is wonderful. We get the highest quality of

         15  cops, they're already pretrained, and the only

         16  reason why we get them, because the City of New York

         17  doesn't pay them enough salary. That's why we get

         18  them." I mean, that's his comments in the paper.

         19                 So, this particular bill, without me

         20  beating this horse to death, is that when you hear

         21  from the actuary, counter our comments, please

         22  remember that on the flipside of this coin is the

         23  City saves all that money in recruiting, and in my

         24  calculation, for every four or five police officers

         25  you are able to retain for five or six years, as a
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          2  seasoned employee, you save one employee that has 20

          3  years coming up. You get five out of that, you save

          4  the value of 20 employees coming up.

          5                 And, again, just to state this so

          6  that you understand it, this, in essence, bill is

          7  merely to attract those with over 20 years. They're

          8  going out the door anyway. They're going to go out

          9  the door because they can't stay for economic

         10  reasons, and all those with 15 years or less, by the

         11  time they reach their 20th year, it's a worn out

         12  issue, it's not a benefit because by the time they

         13  get to their 20th year, with the projected salaries

         14  and increase and so on, they will level out. So,

         15  this here bill is to address the crisis that we are

         16  facing right now, those individuals with over 20

         17  years, both in the Police and Fire Department, to

         18  say, listen, you people have the experience, you

         19  have the knowledge, you have everything we need. We

         20  want to keep you and in order to keep you, this is

         21  the incentive that we're willing to give you, you

         22  won't lose your benefit of the best 12 months,

         23  pertaining to this one. Obviously we have the other

         24  bill, the variable supplement fund, but I think it

         25  would be beneficial for all of us to take each issue
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          2  as we go along rather than go all over the place.

          3                 And my comments here in regards to

          4  the issue of the best 12 months, again, it's a

          5  win/win for both sides. No downside to this.

          6                 You want to, Peter? Peter, why don't

          7  you go from the Fire.

          8                 Am I off here?

          9                 MR. GORMAN: Good morning, Chairwoman

         10  Baez, and members of the Committee. My name is Peter

         11  Gorman, I am president of Uniformed Fire Officers

         12  Association, representing Lieutenants, supervisors,

         13  fire marshals, captains, battalion chiefs and deputy

         14  chiefs of the New York City Fire Department.

         15                 First, I want to thank you,

         16  Chairwoman Baez, and the Committee, for taking the

         17  opportunity to hear from the Police and Fire unions

         18  today. This is a very important issue to us and we

         19  believe to public safety as well.

         20                 On September 11th, 343 New York City

         21  firefighters died protecting the citizens of New

         22  York. The events have been well documented in the

         23  media. Seven months after the terrorist attack on

         24  the Trade Center, people are still asking the

         25  question, how could anyone continue entering those
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          2  towers, while people were jumping to their deaths?

          3                 But that is exactly what we do for a

          4  living. On that fateful day, three percent of the

          5  entire New York City Fire Department uniformed

          6  personnel died. Forty-four hundred years of

          7  experience wiped out in just a few minutes.

          8                 Today I appear before you seeking

          9  your support of two bills that may address the

         10  serious retention issue facing the FDNY, and when I

         11  prepared my testimony, I wasn't aware of the fact

         12  that SLR 40, the one-sixtieth bill, was also being

         13  heard today, but I equally support the one-sixtieth

         14  bill as well.

         15                 Traditionally the Fire Department, at

         16  least, didn't have the same serious retention

         17  problems that the PD had. In fact, the average

         18  retired firefighter retired after 26 years of

         19  service, if you look at the Fire Department pension

         20  books.

         21                 However, September 11th has changed

         22  all that. The emotional and physical affects of

         23  September 11th have brought many of my members, have

         24  brought many of my members to headquarters with

         25  retirement papers, many of whom have been urged to
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          2  do so by wives, children and other family members.

          3  Also, the lack of manpower of September 11th, as

          4  Detective Scotto said, has also caused overtime, as

          5  well, in the Fire Department, so now there is also a

          6  financial incentive to retire as well.

          7                 As of this month, the retirement rate

          8  has quadrupled, while many other members are making

          9  plans to retire in the coming months, and I'm going

         10  to offer some statistics at the back of my

         11  testimony, and please realize that with police

         12  officers and firefighters still working at Ground

         13  Zero recovering the citizens of New York, as well as

         14  police officers and firefighters, that many people

         15  that will retire will not do so after our job is

         16  done down at Ground Zero.

         17                 The Council can do little to stop a

         18  firefighter from retiring who is otherwise eligible,

         19  but there are two resolutions before you -- three,

         20  SLR 36, SLR 37 and SLR 40, that may in some way

         21  convince some firefighters at least, and fire

         22  officers, to stay an additional few years.

         23                 SLR 36 would amend the retirement law

         24  to allow police officers and firefighters to use

         25  their highest 12-month period of overtime to
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          2  calculate their pensions.

          3                 Currently all members can use the

          4  final 12 months for this calculation. Due the

          5  unusually high levels of overtime, many of my

          6  members are forced to make an economic decision to

          7  retire now, although normally they would stay a few

          8  years longer.

          9                 If the member chooses to retire now,

         10  his or her pension will be calculated on the past 12

         11  months. The proposed legislation will allow him or

         12  her to retire, to hold the best 12 months, until

         13  they decide to retire.

         14                 SLR 36 would pay the defined benefit,

         15  formerly called the "variable supplement fund"

         16  benefit to a member while still on active duty.

         17                 For example, currently a retired

         18  member would be eligible to receive $9,500 this

         19  year, calendar year 2002, if they retired. The

         20  amount would increase in $500 increments to a

         21  maximum of $12,000 in 2007.

         22                 The proposed legislation would pay

         23  active members over 20 years of service, this

         24  benefit while still active. The money would go into

         25  the member's retirement account.
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          2                 Again, the money would have to be

          3  paid if the member retired, and this is why when the

          4  actuary comes up later on, if I chose to retire

          5  tomorrow, the pension system has an obligation to

          6  pay that money to me or any of my members after 20

          7  years. So, to try to calculate the true cost of this

          8  is difficult, because if you retain that member, the

          9  actuary will make the argument, well that's an

         10  additional cost to the pension system. The argument

         11  that we will make on the labor side is that member

         12  will retire anyway. So, all you're doing is paying

         13  that VSF to the member while they're still active.

         14  It's a 100 percent pure retention bill, because this

         15  money would be paid to any firefighter or police

         16  officer if they retired.

         17                 Since the money would be paid if the

         18  member retired, we believe this is a cost neutrality

         19  of this bill, and I'm sure you're going to hear an

         20  argument from the City Actuary to otherwise.

         21                 You also may hear from OMB that the

         22  City saves money when a senior firefighter or a fire

         23  officer retires and is replaced by a lower

         24  firefighter. But we believe that math is flawed. OMB

         25  never mentioned the following cost, and I just did
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          2  this from payroll, and just have four items listed

          3  here, and the numbers would be significantly higher

          4  because there's additional training for police

          5  officers.

          6                 But the City must pay new

          7  firefighters health insurance. Any police officer

          8  also. Currently, my estimate about $7,500, $1,300

          9  welfare fund benefit, for a cost of $8,800. A new

         10  firefighter, just in the FDNY part, goes through

         11  probationary firefighter school for eight weeks, and

         12  there is talk of expanding that. That's at least

         13  $8,000 with benefits, not calculating pension cost

         14  to the City, plus $3,000 alone in uniforms. That's

         15  $11,000 right there.

         16                 Newly promoted lieutenants must go to

         17  a first line supervisors course. That's four weeks.

         18  The cost of salary alone, $7,500.

         19                 And new chief officers must attend a

         20  five-week command course, two weeks safety training.

         21  Those are just basic courses not counting in-service

         22  courses that are also given through the rank and

         23  file.

         24                 Every firefighter and officer goes

         25  through HASMAT courses and things like that on a
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          2  regular basis.

          3                 So, just those four items alone,

          4  $40,000 when a chief officer retires and is replaced

          5  by a new firefighter.

          6                 But OMB never mentions these costs

          7  when they do their calculations. And no calculation

          8  that OMB can do can compute the effect on public

          9  safety with an unusually high number of experienced

         10  firefighters and officers retiring.

         11                 I represent the Fire Officers. It

         12  takes a self-motivated firefighter about 20 years to

         13  make the rank of battalion chief. That's to get to

         14  the rank, that's assuming they hit every test every

         15  four to five years. They get 20 years. If we start

         16  losing the chief officer rank at 20 years, you will

         17  not have any experienced officers on the fire

         18  ground. It's a serious issue that directly affects

         19  my members.

         20                 But equally important, I went to a

         21  retirement party on the Upper West Side for a

         22  firefighter that retired, over 30 years, and even in

         23  the firefighter ranks, I can't -- you can't

         24  underestimate the value of a seasoned firefighter

         25  that spends their career in Middle Village Queens or
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          2  the Upper West Side, or Lower East Side, to get to

          3  know the community, the buildings, the schools, and

          4  when that person retires, that's a tremendous

          5  resource lost in that community fire house that you

          6  just can't replace overnight. And these people are

          7  equally retiring from all sections of the City.

          8                 To prove my point on retirements, I

          9  did attach on my testimony, just so I'm not trying

         10  to pull figures out of thin air, if you look at the

         11  end of my testimony, I just cut two department

         12  audits, one from March 22nd of this year, and March

         13  of last year. Just on March this year there are 62

         14  names on March of this year, a similar period last

         15  year with 13. Now, I say a four to one retirement

         16  ratio, but in March the numbers are almost about

         17  five to six to one ratio.

         18                 Similarly, if you look at 2001 -- I'm

         19  sorry, in April of this year it was 66, in April of

         20  last year it was 11, and the numbers are about a

         21  five to six to one ratio. And these are real names,

         22  and if you see, there's captains, lieutenants,

         23  supervising fire marshals, fire marshals,

         24  firefighters, so it's going across every rank in the

         25  FDNY.
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          2                 Finally, on the last page, these are

          3  just for my members alone, uniformed fire officers.

          4  In 2000, we got 183 retirees, 2001 was a kind of

          5  low, 88. But this year alone, we've had 175 fire

          6  officers put retirement papers in in the first three

          7  months. Again, that's a real four to one increase

          8  from previous years. So, we're not trying to come

          9  before City Council saying the sky is falling, the

         10  sky is falling, these are actual numbers right from

         11  the pension rolls, people that are actually retired.

         12                 So, although the Actuary might talk

         13  to you about, well, if we pass these bills and all

         14  these people will stay, it's going to cost the

         15  pension system this amount of money, most

         16  firefighters and police officers, as you see from

         17  these pages right here, despite these bills pending,

         18  people are making the decisions to retire anyway.

         19                 At best, these resolutions, if

         20  passed, and these bills, if they're passed in Albany

         21  and signed by the Governor, just give a certain

         22  percentage of firefighters and police officers the

         23  opportunity to stay on and serve the City of New

         24  York.

         25                 So, please don't be misled that 100
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          2  percent of every firefighter and police officer will

          3  take advantage of these bills and stay on. Most of

          4  these people will still retire.

          5                 If they do retire, the numbers that

          6  the actuary will say are additional costs, will not

          7  be additional costs, because the pension system has

          8  the obligation to pay any firefighter or police

          9  officer those retirement benefits, including the

         10  VSF.

         11                 I want to thank you for allowing me

         12  the opportunity to appear before you today, and if I

         13  could, I'll just say on behalf of all the unions

         14  here today, that, you know, we all believe we

         15  represent some very special people. It's unfortunate

         16  that September 11th has to make that very obvious to

         17  the general public, but we don't think we're asking

         18  for an unusually large amount of money. We do

         19  realize that the fiscal constraints that the

         20  Department, that the City is in, we also realize, as

         21  you saw on the news the other day, we got a late

         22  notice that there was alert to banks about high

         23  alert for terrorism in banks. I mean, what will

         24  happen tomorrow if there's another terrorist attack

         25  if you don't have seasoned police officers and
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          2  firefighters? You'll have more chaos than we had on

          3  September 11th. It is imperative to this City

          4  Council and to the public's safety, that the

          5  retention of seasoned police officers and

          6  firefighters be addressed.

          7                 Thank you for allowing me the

          8  opportunity to speak today.

          9                 CHAIRPERSON BAEZ: Thank you.

         10                 Is there anyone else that's going to

         11  be testifying regarding SLR 36?

         12                 MR. POUND: Good morning, Madam Chair

         13  and Council members. I just would like to

         14  congratulate one of our own who is sitting on this

         15  Committee, Hiram Monserrate.

         16                 My name is Bernard Pound. I am a

         17  sergeant in the New York City Police Department and

         18  I am president of the Sergeants Benevolent

         19  Association, the certified bargaining agent for more

         20  than 5,000 active sergeants. I appreciate the

         21  opportunity to present to this Committee an issue of

         22  crucial importance to police officers and

         23  firefighters of all ranks, who secure the safety of

         24  this City.

         25                 This bill would allow New York City
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          2  police officers and firefighters to collect variable

          3  supplement benefits after 20 years of service while

          4  continuing to serve the NYPD and FDNY.

          5                 Both the Police Department and the

          6  Fire Department are facing an unprecedented waive of

          7  retirements, particularly in the superior officer

          8  ranks.

          9                 This bill is intended to give veteran

         10  officers an incentive to remain in service to the

         11  City.

         12                 Special incentives must be provided

         13  to keep senior officers from leaving the force.

         14                 This bill would help retain

         15  experienced members of the Police and Fire

         16  Departments by paying them a retirement benefit

         17  while still on active service with the City.

         18                 As you've heard, last year almost

         19  3,700 officers retired or resigned, and it has been

         20  very difficult to recruit sufficient numbers of

         21  qualified candidates into the Department.

         22                 There had been a tremendous hiring

         23  push in the Police Department in the early eighties.

         24  Police officers who were sworn in at that time are

         25  now just reaching the 20th year retirement plateau.
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          2                 In addition to that fact, they have

          3  en massed considerable overtime in providing for the

          4  City's security needs, and this is a tremendous

          5  incentive for them to get out and possibly start

          6  another career.

          7                 Just as a for instance, it was

          8  mentioned to you that 263 people have retired up to

          9  March 31st, or 731, rather, this year. A full 36

         10  percent of that, approximately, were people from my

         11  rank, who were the first-line supervisors. That was

         12  263 sergeants between January 1st and March 31st.

         13                 Every one in this room knows the

         14  great job that has been done over the past ten

         15  years, as far as the Police Department is concerned.

         16  I do not believe that it would be in the City's

         17  citizens best interest to let this brain-drain that

         18  is just coming upon us because of the hiring in the

         19  early eighties. I have 600 people that are eligible

         20  to retire from the class of 1981 and '82, and I can

         21  assure you that a vast majority of that 600 in the

         22  next six months will be retiring, if something is

         23  not done to retain them.

         24                 I thank you. Thank you.

         25                 CHAIRPERSON BAEZ: Is there anyone
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          2  else?

          3                 MR. CARTER: Good morning. My name is

          4  Mike Carter. I'm vice president and legislative

          5  chairman of the Uniformed Firefighters Association.

          6  Our union represents the 9,000 firefighters and fire

          7  marshals across the five boroughs in New York City.

          8                 I would just like to thank Chairwoman

          9  Baez and the Committee, for allowing me the

         10  opportunity to speak on SLR 36, 37 and 40, and I'll

         11  be brief.

         12                 As you are aware, 9/11 has created

         13  tremendous stress to our membership. The incredible

         14  loss of life, physical and psychological trauma to

         15  our firefighters is at times almost overwhelming.

         16                 However, our members have faced these

         17  tragic times with extreme dedication and

         18  professionalism. But for the first time, our

         19  Department is facing a retention problem.

         20                 Retirement applications in the New

         21  York City Fire Department used to come in at a rate

         22  of 40 a month. Currently they're coming in at around

         23  40 a week, which means in the next year, to year and

         24  a half, we could have to replace as many as 2,000

         25  firefighters.
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          2                 When you couple that number with the

          3  343 that lost their lives in 9/11, that number

          4  totals approximately 20 to 25 percent of our Fire

          5  Department, and represents the firefighters at the

          6  most senior level.

          7                 This is a crisis for New York City.

          8                 A very simple example of what

          9  happens, and I'm a 20-year veteran, if I should

         10  leave, and I'll use a base number of $60,000 salary,

         11  if I should leave, the Fire Department pension fund

         12  is going to pay me $30,000 every year.

         13                 Plus an additional 10,000 from the

         14  VSF fund.

         15                 Additionally, you're going to pay my

         16  health benefits and welfare benefits, which comes

         17  close to approximately another 8,000 a year.

         18                 You then have to turn around and hire

         19  a new firefighter and pay to train him, and pay his

         20  health package, which, again, is approximately

         21  $8,000 a year.

         22                 If, in fact, a retention package is

         23  put together, and you convince that same firefighter

         24  to stay for an additional five years, the pension

         25  savings over that five years totals approximately
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          2  $150,000. The savings to the variable supplement

          3  fund, approximately 50,000, the savings on the

          4  additional health plan, another 40, with the

          5  training course, saves the City of New York

          6  approximately a quarter of a million dollars over

          7  that five-year period of time.

          8                 The only cost that would be

          9  associated with this, would be the cost of the

         10  additional 60, which, in this illustration, would be

         11  approximately $1,000 a year, and at the end of five

         12  years, his additional pension costs would total

         13  $5,000 a year.

         14                 At the end of the day what I believe

         15  is going to happen without a retention package,

         16  you're going to have to pay all these costs anyway,

         17  and you're going to lose the most senior part of the

         18  New York City Fire Department. And I thank you for

         19  your time.

         20                 CHAIRPERSON BAEZ: Thank you.

         21                 Anyone else?

         22                 We will now be taking questions from

         23  the members. I have two questions.

         24                 Do you think the legislation, as

         25  currently drafted, would cause administrative
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          2  problems by allowing any 12-month period to be used

          3  to calculate the highest salary, rather than being

          4  limited to a calendar year?

          5                 MR. SCOTTO: Yes, I'll address that,

          6  Councilwoman. Thank you. I'm glad you brought that

          7  question up, because it got a great deal of

          8  publicity in The Chief. It's so erroneous it's

          9  ridiculous, it's laughable. And I'm surprised about

         10  the fellow who made the comment, and I'll tell you

         11  why: Because he was present when I made the motion

         12  and was voted by the entire trustees of the Board to

         13  fund the pension system for $20 million, and they're

         14  in the process, as we speak here today, right today,

         15  they took a whole floor across the street, the

         16  Woolworth building, meaning the Police Pension Fund,

         17  and we, the NYCERS system is good enough to give us

         18  the whole computer database so that we do not have

         19  to expend millions of dollars in coming up with a

         20  database, and the fact is that very shortly,

         21  hopefully by September, that whole program will be

         22  in place over at 233 Broadway, the Woolworth

         23  Building. We took the entire floor, being funded by

         24  our own system, I may add, the pension system that

         25  the police trustees voted on, and it's strictly a
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          2  data entry process. I have already spoken to

          3  professional computer experts and they said that's

          4  absurd. Because you have to keep the records in the

          5  Police Department, and when the overtime is

          6  calculated, that will be part of the person's

          7  record, and when they do the calculation for pension

          8  purposes, the program will automatically spit out

          9  the so-called best 12 months. There is absolutely

         10  not one scintilla of validity to that comment.

         11                 MR. GORMAN: You know, just on the

         12  fire side, I spoke to the head of our pension

         13  section in the Fire Department who does the

         14  calculations, and he said no one consulted him when

         15  that answer was given, and he said that's going to

         16  cause him some more work, but it's not an issue.

         17                 When a firefighter retires right now,

         18  if I were to retire right now, the people in the

         19  Pension Bureau could always take a look at your

         20  overtime, because it's capped, no matter how much

         21  you made -- you just can't retire on what you make

         22  at overtime, it's capped by 20 percent of the year

         23  before. So, the people in the Pension Bureau will

         24  always say, well if you retired May 1st as opposed

         25  to June 1st or March 1st you might maximize your
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          2  benefit. So they already slide that scale back and

          3  forth to maximize benefits, so I agree with what Tom

          4  Scotto said, that's erroneous information. The

          5  pension section can handle that. Also the Fire

          6  Department pension system, does not have corpus

          7  (phonetic) funding right now, is looking into it as

          8  the Police Department did, and any computer programs

          9  that would have to be put in place, money would come

         10  directly from the pension fund corpus funding and

         11  not from taxpayer dollars.

         12                 MR. DRISCOLL: If I may just add also

         13  -- I'm John Driscoll, President of the Captains

         14  Endowment Association. To let you know my

         15  background, I was also for 12 years in the Personnel

         16  Bureau of the New York City Police Department, I'm

         17  fully familiar with calculations on pensions, the

         18  numbers that you have in front of you on

         19  retirements. As Peter said, we do that now. We get

         20  their best 12 months. What the officer does is just

         21  calculate when did you earn your overtime, they know

         22  what months they earned it in, and then they

         23  calculate it backwards from there. This is not, as

         24  the Actuary had stated in his calculations, that you

         25  would have to make 365 calculations for the whole

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            40

          1  STATE AND FEDERAL LEGISLATION

          2  year, that's erroneous. You don't have to do that at

          3  all. The member already knows, the salary is the

          4  same, all you have to do is figure out when you

          5  earned overtime. So, it's a simple calculation, it's

          6  not a complex calculation, it wouldn't add any extra

          7  costs on calculations whatsoever.

          8                 CHAIRPERSON BAEZ: Thank you.

          9                 Before my second question, I will

         10  give the floor to my colleague, Councilwoman Sears,

         11  who has to leave for another meeting.

         12                 COUNCIL MEMBER SEARS: Thank you very

         13  much, Madam Chair.

         14                 Sorry I have to leave, but I'm

         15  chairing a Committee that's meeting in about five

         16  minutes.

         17                 Before I may make my comment, if I

         18  may ask that you keep the vote open, so that I can

         19  be called in to vote on 33. Thank you very much.

         20                 Thank you, Mr. Scotto and Mr. Gorman,

         21  and all of you for being here. You've raised a very

         22  persuasive argument, as to why this bill should be

         23  supported, as well as in addition to the others.

         24                 There are discrepancies, and I've

         25  always believed that you have to spend money to save
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          2  money. I think in the end the savings are enormous.

          3                 I think that there's some work to be

          4  done, and I think the work has to show us why this

          5  should not be supported.

          6                 I think it would be a hard way and a

          7  hard road to go and do that. And I think that people

          8  will go back to the drawing board, and I think that

          9  they will look at what a savings this is to the

         10  City, and what it means to all of us.

         11                 I fully understand, you're talking

         12  about saving money and what it means to lose good

         13  manpower.

         14                 I have run hospitals, and I know what

         15  it means when we have lost our good nurses and our

         16  doctors and all the staff on them, and we made every

         17  effort to see that we keep those who were there and

         18  with their experience, and I don't think there's any

         19  question that the City has demonstrated such a

         20  commitment, because 9/11 isn't just the burden of

         21  New York City, but we are having to carry most of

         22  that burden, and that's unfortunate.

         23                 But because we have to carry that

         24  burden, and there is fiscal responsibility that we

         25  have to deal with, it should diminish the importance
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          2  of what it means to have our uniformed officers

          3  served with respect, dignity and salaries and

          4  pensions that really are deserving of an

          5  unbelievable effort.

          6                 So, I think that with going back to

          7  the drawing board, I believe that we will come up

          8  with something, and certainly work at passing this.

          9  I, for one, will do that. And I thank you very much,

         10  and I'm sorry I have to leave, because I'd like to

         11  hear testimony of everyone else. Thank you.

         12                 CHAIRPERSON BAEZ: Thank you,

         13  Councilwoman Sears.

         14                 My second question: The Kingston Rule

         15  prevents the use in pension calculation of a final

         16  use salary that exceeds that of the prior one-year

         17  period by more than 20 percent; how would the rule

         18  apply to the proposed legislation?

         19                 MR. SCOTTO: It stays exactly the

         20  same, Councilwoman. I think that that's a very

         21  significant point. I'm glad you raised the issue.

         22                 The Kingston Rule, in essence, says,

         23  for the Councilpeople that may not know what it is,

         24  it said that, in essence, you cannot earn for

         25  pension purposes any more than 20 percent than your
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          2  prior year. So, for the purposes of an example only,

          3  if you earned $100,000 last year, and this year you

          4  earned $150,000, under the Kingston Rule your

          5  pension ability is only 120,000. That's why this is

          6  very significant, because in the Year 2000, in the

          7  Year 2000 the Police Department was compelled, not

          8  that the people want it, we had officers working six

          9  and seven days, many times 12 to 16 hours, so under

         10  the operation Condor in the NYPD, those officers,

         11  not that they wanted to, they were forced to,

         12  whether they like it or not, to come to work. So, in

         13  the Year 2000, they earned an enormous amount of

         14  overtime, which ultimately went into 2001 with the

         15  Condor overtime, and then subsequently the September

         16  11th was another issue where we put everyone on

         17  almost seven days a week, 12 hours a day for the

         18  first several weeks in order to cover the

         19  emergencies and secure the premises.

         20                 The point I'm getting at is, in 2000

         21  there was an enormous amount of overtime that was

         22  forced upon the officers, and then as a result of

         23  2001, that same overtime, plus the September 11,

         24  made their salaries go so high that economically

         25  they have no choice, they have to leave the Police
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          2  Department, as I read that letter to you from my

          3  delegate.  The man has no choice. He could stay in

          4  the Police Department for another ten years and not

          5  get the salary that he has to get out now. He

          6  literally will lose money by staying every single

          7  year. So, that was a good question, but in regards

          8  to the Kingston Law, it remains exactly the same.

          9                 And let me, for the purposes of

         10  clarification, Jonathan Schwartz was the former

         11  Actuary of the City of New York, and I'm certain he

         12  could clarify that even further.

         13                 John.

         14                 MR. SCHWARTZ: In fact, I was around

         15  when the Kingston amendment was enacted back in,

         16  what, 1971 I think. Anyway, there's a section of the

         17  retirement Social Security law that says that

         18  whenever you compute the pension of anybody who came

         19  on subsequent to some date in 1971, the salary base

         20  used cannot exceed the salary for the salary of the

         21  final year, you have to compare that with the

         22  earnings in the previous year, and you can't use

         23  more than 120 percent of the previous salary.

         24                 And it doesn't matter whether it's

         25  the salary in the final year, or whether it's the
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          2  salary three years before the time, assuming this

          3  legislation gets passed. Any salary base used has to

          4  be subject to the Kingston test, and nothing in our

          5  legislation negates that. So, I'm puzzled why people

          6  are raising the possibility that we're somehow

          7  looking to exempt people from the Kingston

          8  restriction. We're not, and we haven't.

          9                 CHAIRPERSON BAEZ: Thank you.

         10                 We will now go to Council Member

         11  Golden.

         12                 COUNCIL MEMBER GOLDEN: I just have

         13  two quick questions. I think one is a very important

         14  question -- they're both very important questions;

         15  aren't we facing a time factor here, if we don't get

         16  this home rule message up to the State Assembly and

         17  the Senate within the next five weeks, it's a dead

         18  issue and that we lose these people anyway; am I

         19  correct?

         20                 MR. SCOTTO: Councilman Golden, you're

         21  absolutely -- I thank this Committee for listening

         22  to us here today. The fact is, yes, time is of the

         23  essence, because what's happening is, as you saw

         24  this delegate who left the other day, he is going

         25  and unless we reenact this legislation quickly and
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          2  allow them to return, some of them that have left to

          3  return, the clock is running on their time frame of

          4  one year, you know, as they go forward without

          5  losing the overtime, yes, we will lose more and more

          6  people and they will not come back. And I would beg

          7  this Council to look at this piece of legislation

          8  very seriously, and act on it today, because that's

          9  when I think it should be acted upon because every

         10  day we waste is more people that we're going to

         11  lose.

         12                 So, I didn't want to interrupt

         13  Councilwoman Sears without saying let's go back to

         14  the drawing board, let's see where the heck -- we

         15  want to help you out, I appreciate the comments, but

         16  you are absolutely right, every single day that we

         17  delay enactment of this legislation is a loss factor

         18  to the City of New York and the employee.

         19                 Thank you for that question.

         20                 COUNCIL MEMBER GOLDEN: That's fine.

         21  I'm sort of at a loss why we're not voting on that

         22  today, and when can we be voting on it in the near

         23  future? The Home Rule message?

         24                 MR. CARAS: (Not identified for the

         25  record.) Obviously I can't answer that question as a
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          2  staffperson, but I did want to point out, SLR 36,

          3  it's my understanding, the way it's currently

          4  drafted, leaves out Tier 1 --

          5                 MR. SCOTTO: That's been corrected.

          6                 MR. CARAS: Not in SLR 36. We're still

          7  waiting for the new SLR to come down.

          8                 MR. SCOTTO: You have the amended

          9  version, we delivered it yesterday.

         10                 MR. CARAS: Oh, okay.

         11                 MR. SCOTTO: You have an amended

         12  version to that.

         13                 MR. CARAS: Okay, it has not been then

         14  introduced yet, so that's why we're having the

         15  hearings on these bills.

         16                 MR. SCOTTO: Excuse me. In order to be

         17  corrected, that's the bill you have before you today

         18  is the amended version. If you didn't put it on the

         19  table we can't --

         20                 MR. CARAS: We can't because it won't

         21  be introduced until -- for City Council purposes, it

         22  won't be introduced as an SLR. It's been introduced

         23  in Albany, I understand that, but it won't be

         24  introduced as an SLR until either today or the next

         25  Stated meeting.
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          2                 MR. SCOTTO: We had it delivered down

          3  here. Suffice it to say, whatever is the issue,

          4  let's try to overcome the challenge as quickly as

          5  possible to address the need, because time is of the

          6  essence. As we understood it, okay, right from the

          7  get-go, that there was a request for modification,

          8  we took care of the request and I had them hand

          9  delivered yesterday by Lou Materazo, the former

         10  president of PBA, as late as yesterday afternoon,

         11  with the understanding that the request that was

         12  made for us to do the correction would be the issue

         13  before us today. I had no idea that we're talking

         14  about something other than what we believe we

         15  delivered.

         16                 MR. TRAMONTANO: (Not identified for

         17  the record.) Well, the procedures are that it would

         18  get introduced at the next Stated Meeting, possibly

         19  it's being introduced today.

         20                 The other thing that this Committee

         21  wanted to do, as opposed to the past, is understand

         22  the bills before they vote on them. This is an

         23  opportunity for the Committee members to become

         24  aware of all the issues, and we haven't heard all

         25  the issues because, obviously, there's a cost factor
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          2  that's been entered into here. So this is the other

          3  concern that we have, what is the cost, we're in a

          4  fiscal crisis, and this is the concern that the

          5  Committee members need to understand everything

          6  before they make a vote on things.

          7                 So, our concern as staff is to inform

          8  the Committee members so they are aware, and we

          9  believe that this is the proper step to do.

         10                 MR. SCOTTO: Frank, just as a point of

         11  clarification, you made that issue very clear to me

         12  yesterday. We had a meeting in my office 8:30 this

         13  morning, I made that very clear to those that were

         14  in attendance of that meeting, so we came over here

         15  with that understanding that this was going to be

         16  for discussions only.

         17                 However, having said that, with this

         18  full understanding why we're here, addressing

         19  Councilman Golden's question, I think it's

         20  imperative that the Council, this Committee take a

         21  peak at that, because the issue of time is of the

         22  essence on this, because as we keep going further,

         23  the time frame, we're losing the overtime factor on

         24  these people and it may get to a point of

         25  diminishing returns where even by the time, for
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          2  purposes of an example, if we don't get this up to

          3  the legislators and they recess for the summer,

          4  somehow or another, and you come back in September,

          5  October, November with this bill, you might as well

          6  forget about it because it has zero value anymore,

          7  the guys are all gone, they're all gone, they're not

          8  coming back and you retain no one.

          9                 So, either this is going to be

         10  cosmetic in its application or it's going to be

         11  effective. And the point of being effective must be

         12  acted upon sooner rather than later. I mean, I can't

         13  make it any plainer than that.

         14                 MR. TRAMONTANO: And I think the

         15  Council is doing a great job, because, as you said,

         16  this bill came down yesterday, we're hearing it

         17  today. I mean, there's not much better we can do.

         18                 COUNCIL MEMBER GOLDEN: Thank you,

         19  Cheech. Not to, for contention, it was to try to

         20  motivate and to try to push the bill forward as

         21  quickly as possible. That's the only reason I

         22  brought it up, and, hopefully, we can do that as a

         23  Council body.

         24                 I think we see the importance of it,

         25  which brings me into my second question, I think
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          2  it's been pointed out by the unions if we lose 2,000

          3  men in the Fire Department and we're going to lose

          4  4,000 men in the Police Department this year, that

          5  brings the rolls down well under 8,000 in the Fire

          6  Department, well under 35,000 in the Police

          7  Department, we cannot make those numbers up. You can

          8  see the classes going in over the next period of six

          9  to eight to ten months, there is no way to get the

         10  numbers back to where they got to be, it's going to

         11  take us years to get them back to where they have to

         12  be. So, I think it's important that this bill be

         13  instituted.

         14                 Are my figures close to correct,

         15  we'll be under 8,000 men in the Fire Department and

         16  under 35,000 men in the Police Department?

         17                 MR. DRISCOLL: Actually, as we're

         18  speaking right now, we have barely over 37,000. If

         19  this class is postponed, and this class is only

         20  going to have a little over 1,000 anyway, by the end

         21  of this year we'll be lucky to reach 35,000.

         22                 COUNCIL MEMBER GOLDEN: And from

         23  41,000?

         24                 MR. DRISCOLL: From 41,000.

         25                 COUNCIL MEMBER GOLDEN: We're down
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          2  six, net 6,000 loss, and with crime going up and

          3  we're not even in the warm months yet, I can see us

          4  having a very, very tough year ahead of us.

          5                 The Fire Department numbers are?

          6                 MR. CARTER: Yes, the Fire Department

          7  right now has been hiring, the maximum number of

          8  classes we can hire per year is four, because of the

          9  training cycles, the maximum number of firefighters

         10  that they can put through the academy is 300 at a

         11  time, or 1,200 in a year. They've already hired

         12  their third class of 300, they're trying to keep up,

         13  they're falling behind, and the issue isn't so much

         14  that the positions will be vacant, because they're

         15  going to continue, I believe there's a July class of

         16  300 going in. The issue is that we're going to lose

         17  all the experience, and we're going to have a New

         18  York City Fire Department that consists mainly of

         19  firefighters with less than five years on the job.

         20  So, that is not -- we won't be able to deliver the

         21  level of fire protection that the people in the City

         22  have come to expect with that level of experience.

         23                 COUNCIL MEMBER GOLDEN: Last and

         24  final.

         25                 So, we're beyond maximum strength,
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          2  we're below optimal strength, and we're in the

          3  danger zone presently, and are heading, and continue

          4  to head in that danger zone.

          5                 Thank you very much.

          6                 MR. DRISCOLL: Also, on the

          7  recruitment side, you should realize when they talk

          8  about how many people have filed for exams,

          9  historically, since 1979, since we've been giving

         10  police officer tests, normally 70 percent of the

         11  people that file don't show up to take the test, so

         12  when you're seeing these big numbers of how many

         13  people are filing, and that's when we charge the

         14  fee, since we haven't charged a fee, 50 percent are

         15  showing up to take the test. Now on top of that,

         16  only 70 percent pass the test. When you have a list,

         17  we normally only hire eight to ten percent of that

         18  list. Eight to ten percent of that list. So, if you

         19  get a list of 6,000 people, of 6,000 people, we're

         20  only going to generate a class of around 600

         21  officers, just to put this in perspective, so you

         22  realize what kind of a crisis we're in. So, when you

         23  hear these big numbers of people filing, oh, we have

         24  14,000 filing, you're going to be lucky if you get a

         25  list of about 6,000 people out of that 14,000, and
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          2  that's going to result in maybe 600, 700 candidates.

          3  We're in crisis.

          4                 CHAIRPERSON BAEZ: Thank you.

          5                 Council Member McMahon.

          6                 COUNCIL MEMBER McMAHON: Thank you,

          7  Chairwoman Baez, and thank you, gentlemen, for

          8  advocating for your members so strongly.

          9                 I usually don't like to make

         10  statements at hearings like this, I'd rather pose

         11  questions and answers, but I do have to make a short

         12  statement, and let you know that in my short three

         13  months of being on the City Council, this is for me

         14  probably the most difficult time that I've sat in

         15  the Committee room, or as a City Council member,

         16  because, quite frankly, I am incredulous that the

         17  events of September 11th, that on that day when we

         18  said to the men and women of the Fire Department and

         19  the Police Department and all the other agencies, go

         20  out and do your job, go out and use your experience

         21  and your expertise that you've worked so hard to

         22  acquire, and go out and save 25,000 plus lives and

         23  so many were lost, so many of my friends from Staten

         24  Island were lost, on Rescue 5 alone were three of my

         25  childhood friends, that we now sit here seven or
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          2  eight months later and have this conversation, that

          3  those people who went into that catastrophe, as Mr.

          4  Carter said, it's a tragedy that we have to go

          5  through a tragedy to appreciate the men and women of

          6  the Police Department and the Fire Department, that

          7  we have to sit here now and talk back and forth or

          8  dicker over whether or not we should instigate or

          9  undertake a program that would allow us to retain

         10  the finest in those agencies, is quite simply

         11  mind-boggling to me. It's a disservice to those

         12  people who we've lost and those who we ask every day

         13  to do their job.

         14                 I can't imagine that it's not clear

         15  -- and we do this, you know, there's so much

         16  rhetoric in government, and you must feel it more

         17  than anyone, because, you know, all levels of

         18  government have talked about the heroes and the

         19  sacrifices, and, yet, now we're being asked to see

         20  to it that these people can just go on to continue

         21  to do their jobs, and I can't imagine why there's

         22  any opposition to this. And that's really my

         23  question: What is the political lay of the land on

         24  these two bills throughout the State? Where is the

         25  Governor on this? Where is the State Legislature?
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          2  And I thought I heard that the Mayor supports this,

          3  so if you can just tell me what the status is?

          4                 MR. CARTER: Council Member, if I

          5  could, post-9/11 before the beginning of the new

          6  year, all of the gentlemen sitting here and myself,

          7  we met leadership on both the Assembly side and the

          8  Senate side, and we've also had discussions with the

          9  Governor.

         10                 And the sense that we got back from

         11  them is they're not going to do the status quo, and

         12  that is a home rule message gets delivered in the

         13  last week or two of the session, and the bill gets

         14  passed the last day or two of the session, that they

         15  recognize right up front that every day that goes by

         16  their losing people, that we're hemorrhaging, and

         17  that if they wait and they pass the bill in the

         18  middle of June, again status quo, and the Governor

         19  signs it by the end of the summer, the train has

         20  left the station. And my sense from Albany is that

         21  once we secure the home rule message, they're going

         22  to move these bills expeditiously and it's going to

         23  the front of the line, not the back.

         24                 COUNCIL MEMBER McMAHON: And what is

         25  the Mayor's position on this legislation?
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          2                 MR. SCOTTO: Actually, we're waiting

          3  to hear it. We hope the next group represents the

          4  City of New York and we get an opinion. We don't

          5  know.

          6                 COUNCIL MEMBER McMAHON: So we don't

          7  know? We don't know their official opinion at this

          8  point?

          9                 MR. SCOTTO: Well, let me say this, I

         10  don't think he'll be talking at a school. I think it

         11  was reported in the Chief and other papers that both

         12  Commissioners, being the Fire, Kelly and Scoppetta,

         13  have openly supported the two measures that I'm

         14  aware of, the variable supplement fund and the best

         15  12 months, I mean I read it in the Chief so I'm

         16  assuming that it's so. I could only assume that that

         17  was accurate reporting. I would think that both

         18  Commissioners would support it, whether the Mayor

         19  wants them to support it, I don't know, I can't

         20  answer for them, but it certainly would be

         21  beneficial to both of those departments.

         22                 MR. GORMAN: And, also, I can't speak

         23  for the Mayor, obviously, but Commissioner Scoppetta

         24  was before the Fire and Criminal Justice Committee

         25  where he testified that he, indeed, was in favor of
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          2  the 12-month bill.

          3                 COUNCIL MEMBER McMAHON: That's what I

          4  thought I heard.

          5                 MR. GORMAN: Making an assumption, if

          6  I may, that the Fire Commissioners, and the Police

          7  Commissioners, are mayoral appointees and

          8  representatives of the Mayor on those two

          9  departments, but I have to assume that City Hall is

         10  in favor of these bills. But that's an assumption on

         11  my part, after hearing both Commissioner Kelly and

         12  Scoppetta saying that they were in favor of the

         13  bills.

         14                 As far as the Albany piece goes, I

         15  mean if you look at the sponsorship, the list of

         16  senators on these bills, we believe we have broad

         17  range support in the Assembly, and as soon as we get

         18  a home rule message, we'll be on the thruway and we

         19  think we're ready to go get these bills through the

         20  leadership of the Assembly and the Senate and

         21  transmit them to the Governor as soon as possible,

         22  like other years where pension bills are usually

         23  acted on by the Governor by November, or much after

         24  the session closes, and as Tom Scotto said, that's

         25  really a waste of time. I mean, the window of
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          2  opportunity, we're already eight months after

          3  September 11th almost, and you saw my list of

          4  firefighters retiring, they're retiring anyway, so

          5  if there's any chance to close the barn door, it has

          6  to be done as soon as possible.

          7                 COUNCIL MEMBER McMAHON: Thank you.

          8  And I want you to know, and I will speak to the

          9  Speaker and get this moving as quickly as possible,

         10  one of the members that you speak about is probably

         11  my best friend, who is over 20 years, he's a fire

         12  captain now, and Acting Battalion Chief, he actually

         13  swore me in as a City Councilman, if we don't get

         14  this done by June 1st, he's going to have to put his

         15  papers in. So, we're going to do the best that we

         16  can, and thank you very much.

         17                 MR. GORMAN: Thank you, Councilman.

         18                 CHAIRPERSON BAEZ: Council Member

         19  Monserrate.

         20                 COUNCIL MEMBER MONSERRATE: Thank you,

         21  Madam Chair. Gentlemen, I want to say on behalf of

         22  this Committee, my colleagues, thank you for

         23  testifying today, and I concur with my colleague

         24  Golden regarding the timeliness, and Council Member

         25  McMahon, we are going to be working very hard to
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          2  ensure that this is something that is on the front

          3  burner, not the back burner. And for the benefit of

          4  my colleagues, the clear understanding that what we

          5  are talking about is members of the uniformed forces

          6  who will leave the Police Department, will leave the

          7  Fire Department, because it would be economically

          8  unsound for them to stay on. The amount of overtime

          9  that was accrued during Condor, which some of you

         10  that might not know, was an overtime program that

         11  was done for narcotics and quality of life

         12  initiatives, we would lose so many members that are

         13  experienced, and you really can't blame them for

         14  leaving. We don't pay them enough as it is, and then

         15  the light at the end of the tunnel is a retirement

         16  package, and with all this overtime, they would be

         17  almost crazy not to leave.

         18                 So, we look forward to working with

         19  you all, and, again, thanks for your testimony

         20  today.

         21                 MR. DRISCOLL: Just to clarify a

         22  question about how much time is needed. Members that

         23  have gone out now, some will even waive their time,

         24  but some people will retire but their still on the

         25  books, you use terminal leave, which is
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          2  approximately two months, and you will have vacation

          3  and/or lost time on the books, depending on how much

          4  overtime they have, they may waive that, all that

          5  time, and go out immediately, or they may run their

          6  time and not be off the books for a few months, but

          7  that's the ultimate window that you have.

          8                 If a person is retired off the books,

          9  they can apply to come back to the Police Department

         10  within one year. But keep in mind, most people will

         11  not do that for the simple reason that once you do

         12  that, you cannot improve your pension for the next

         13  five years, that your pension is frozen at that

         14  salary that you got out on, so you have to stay in

         15  the Police Department for another five years. So,

         16  most members, once they're off the books, they're

         17  not going to come back because they know that it's

         18  frozen now for the next five years and why bother.

         19                 CHAIRPERSON BAEZ: Thank you very

         20  much.

         21                 Detective Scotto, for clarification,

         22  is there anyone here from the Administration that's

         23  going to testify regarding these three SLRs?

         24                 MR. SCOTTO: Probably the fact is that

         25  since it's a discussion issue rather than a voting
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          2  issue, you know, that may be, from my point of view

          3  that's maybe why there's not an appearance here

          4  today.

          5                 I'd rather accept it as the fact that

          6  since they have no opposition to it, it's a matter

          7  of --

          8                 COUNCIL MEMBER McMAHON: I was going

          9  to point out that we received a memorandum in

         10  opposition on SLR 52 but not on this one, so perhaps

         11  we can take that as a sign of hope.

         12                 MR. SCOTTO: I think the Committee

         13  should accept that as a seal of approval, there is

         14  no opposition, I think we should move this as

         15  quickly as possible.

         16                 I'm only kidding.

         17                 CHAIRPERSON BAEZ: There is someone

         18  here from the Administration who is going to be

         19  testifying actually after the Actuary.

         20                 Thank you very much for your

         21  testimony.

         22                 MR. CARAS: Robert North, the City's

         23  Actuary.

         24                 CHAIRPERSON BAEZ: Good morning. For

         25  the record, can you please identify yourself.
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          2                 MR. NORTH: Yes, I'm Robert C. North,

          3  Jr., I'm the Chief Actuary for the New York City

          4  Retirement Systems, and sitting next to me is David

          5  Lester, an Administrative Actuary with my office.

          6                 First of all, thank you, Madam Chair,

          7  and thank you, Committee, for the opportunity to

          8  appear before you.

          9                 With your permission, I'd like to

         10  make some opening remarks and then deal with the

         11  specifics of the bills.

         12                 First of all, I want to talk a little

         13  about the role of the actuary, the proper design of

         14  legislation, financial issues, and then the

         15  specifics.

         16                 The Actuary serves as the technical

         17  advisor to the New York City Retirement Systems

         18  providing certifications of benefits, member

         19  contributions, transfers of employer reserves and

         20  employer contributions. The Actuary also provides

         21  the City Retirement System with financial analyses

         22  on a variety of issues. The Actuary also works with

         23  the City Retirement Systems to implement any

         24  legislation that might be adopted.

         25                 As requested, the Actuary also
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          2  supplies financial information about the City

          3  Retirement Systems to interested parties, such as

          4  yourself, the Office of Management and Budget, the

          5  financial monitors, labor organizations and others.

          6                 With respect to my testimony today, I

          7  am providing you the opinions of the Actuary, and I

          8  am not here representing management, labor or the

          9  City retirement systems. And I am not here

         10  representing management, labor, or the City

         11  retirement systems.

         12                 Proper design of legislation. First,

         13  as a general statement, the Actuary believes that

         14  any pension legislation, prior to its consideration

         15  by legislators should follow four preceps. First, it

         16  should be technically correct. For example, we

         17  shouldn't be administer -- we should not be amending

         18  the Administrative Code of the City of New York in

         19  order to provide benefits to Tier 4 members who are

         20  supposed to be governed by the retirement Social

         21  Security Law.

         22                 This can become particularly

         23  important, since under Article 5, Section 7 of the

         24  New York State Constitution, anything you enact in

         25  the area of pension legislation, once provided, may
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          2  never be reduced or changed, benefits may not be

          3  "diminished or impaired."

          4                 Legislation should be clear in its

          5  intent. It shouldn't requite clairvoyance on the

          6  part of the administrators to figure out what is to

          7  be paid, to whom and under what circumstances.

          8                 It would also be nice if the members

          9  understood what they were being entitled to.

         10                 Third, legislation should be

         11  administerable, and I'll respond to some of the

         12  comments made about my prior comments on the

         13  administrative nightmares and complexity of some of

         14  the proposed legislation, but administrators should

         15  not have to develop complex databases and establish

         16  new complex rules just to administer legislation if

         17  there is an opportunity to do so without such

         18  complexity being required.

         19                 And, finally, the legislation should

         20  meet whatever policy objectives are desired.

         21                 For example, it should not be -- it

         22  is not logical to provide an early retirement

         23  incentive targeted to people whose jobs are in key

         24  demand.

         25                 With respect to financial issues, I
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          2  just want to mention a couple of things regarding

          3  terminology. Most of the comments the Actuary make

          4  have to do with the costs to the pension systems,

          5  this cost to the employers of the pension system.

          6  And the Actuary defines cost as meaning the change

          7  in the actuarial present value of benefits and in

          8  excess of any change in the actuarial present value

          9  of additional member contributions.

         10                 So, by cost the Actuary will usually

         11  be referring to that lump sum necessary to provide

         12  in the future the value of all additional benefits

         13  that are not provided by additional member money.

         14                 Annual employer cost would usually

         15  represent that figure spread over some period used

         16  to finance it, and typically that will be over the

         17  working lifetimes of the members. And annual

         18  employer contributions usually equal the annual

         19  employer cost as limited by any asset cushion.

         20                 I make these remarks in advance of

         21  specific comments on legislation because I would

         22  like to come back and focus on the four key points,

         23  and have you understand some of the definitial

         24  issues.

         25                 Let's begin with Senate 6473-A, your
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          2  SLR 36, which is the 12-month rate of salary bill.

          3                 By the way, I'll comment on the A

          4  version, even though that's not the one on your SLR.

          5                 By the way, the original bill, which

          6  was reported in the newspapers to be supported by

          7  the Mayor to be supported by the unions, to be this

          8  wonderful bill, as in fact, when everybody decided

          9  to read it, something that nobody ended up

         10  supporting, and the reason was very simple: The Tier

         11  1 members were not included in the legislation.

         12  Getting back to my point about being technically

         13  correct. If the goal of the legislation is to use

         14  the greatest 12 months for anybody who is eligible

         15  to retire, you would think the people who came in

         16  prior to June of 1973 would have been in that class

         17  of people.

         18                 So, the A version corrects that,

         19  however, that does not mean that the Actuary thinks

         20  the current bill is particularly technically

         21  correct, although still think it's badly drafted and

         22  subject to alternative interpretations, which gets

         23  to my second point.

         24                 Although it may be reasonably clear

         25  that it intends to use 12 consecutive months, which
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          2  by the way, as mentioned by one of the prior

          3  speakers, there are slight differences in the

          4  definition of salary base to be used between Tier 1

          5  and Tier 2, but both do depend on the preceding on a

          6  12-month period for the overtime component.

          7                 I said that it's fairly clear that

          8  that would require, or should require, if

          9  administered appropriately, 365 alternative

         10  calculations per year potentially.

         11                 Now, it's been pointed out here that

         12  somehow that isn't a big deal. Well, I admit there

         13  are ways to create rules maybe to minimize the

         14  difficulty, but I can assure you the City of New

         15  York does not today retain in its payroll system

         16  routinely daily salary payments for people. It

         17  retains the weekly pay information. And, yes, the

         18  information is all available, but today when you do

         19  the calculations, you worry about the last 12 months

         20  of employment, or people look at the record over the

         21  period of time and will say, yes, it looks like

         22  there was a big chunk of overtime there in that

         23  particular month, and, so, they may be able to limit

         24  it, but technically to do this right is

         25  programmable, it can be done, but to do it really

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            69

          1  STATE AND FEDERAL LEGISLATION

          2  precisely properly is far more of an administrative

          3  burden than has been mentioned, or a burden that

          4  would be ignored by using some administrative rules

          5  which would simplify the process but not necessarily

          6  meet the wording of the law as the Actuary reads it.

          7                 Let me note on the issue of clarity,

          8  it's also not clear on how the Kingston limitation

          9  would apply.

         10                 The term Kingston limitation usually

         11  refers to RSSL Section 431, which was enacted on

         12  June 17th, 1971, when there were only Tier 1

         13  members, and does say that the salary base to be

         14  used may not exceed 120 percent of the salary, the

         15  similar salary in the 12 months preceding that exact

         16  period used for the salary base.

         17                 RSSL section 443G, which is the

         18  applicable section for the Tier 2 members, has its

         19  own version of a Kingston limit, which talks about

         20  the 12 months, preceding the last 12 months of

         21  employment, in effect.

         22                 In amending, in this proposed

         23  amendment to the legislation, they added the idea

         24  that you would use either the current definition of

         25  salary, or the greatest 12 months, but they did not
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          2  redefine how the Kingston rule would apply. So, for

          3  example, I think there are multiple ways to

          4  interpret it. I do agree that it does apply. I

          5  believe the way it would apply is if someone's

          6  salary in 2001 was the greatest salary they have,

          7  and they choose to retire in 2004, and let's just

          8  use end of the year to make this easier, that rather

          9  than use the Year 2000 salary against the 2001

         10  that's used in the salary base, you'd actually use

         11  2003, because they have not redefined that section

         12  and they've it talking about the last 12, the 12

         13  months preceding the last 12 months before

         14  retirement or separation.

         15                 Again, this gets back to my technical

         16  point, wouldn't it be nice if people would write

         17  these things so that it's technically right and it's

         18  clear and we would know how to administer it.

         19                 Finally, on the issue of the policy

         20  goal, I believe Detective Scotto did mention that

         21  the legislation, there is serious concern about the

         22  retention of those currently eligible to retire,

         23  those with around 20 or more years of service. This

         24  is clear. There is a concern about retention, it's

         25  been something that's been discussed. But this bill
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          2  is an open-ended bill. This bill would apply to

          3  people who have one year of service, who by the time

          4  they reach 20 years, today their 2001 salary, if

          5  they had a lot of overtime, is very unlikely to have

          6  any influence on their pension, but that does not

          7  mean that it might not affect them in the sense of

          8  maybe they have a big 18th year, maybe they plan to

          9  have a big 18th and 19th and 20th year.

         10                 It does that, providing this benefit

         11  to those with less than say 18, 19, 20 years of

         12  service, it probably does little to retain people

         13  over the near term, because those people aren't yet

         14  eligible, and yet there can be a potential

         15  significant cost to an open-ended kind of bill.

         16                 In fact, one could argue that if an

         17  individual with, say, ten years of service now so

         18  arranges his affairs, he can make it so it is more

         19  affordable to retire at the 20th year point and

         20  hence increase the likelihood of retirement at 20

         21  years for those who are in the shorter service

         22  category.

         23                 Basically, as written, I'm not

         24  convinced that this legislation is necessarily

         25  exactly on point to the policy objective, although
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          2  it's seeking it, but as written it represents a

          3  permanent, possibly anti-selective design just to

          4  solve what is hopefully shorter term problem.

          5                 Now, financially, I have just put out

          6  a fiscal note, and it's a long involved and complex

          7  fiscal note. That fiscal note states that if enacted

          8  as is, the Actuary would envision charging

          9  additional annual contributions to the City of New

         10  York of $90 million per year.

         11                 I want to point out a couple of

         12  things about that. That is not what I referred to

         13  earlier as the true cost. The true cost is less.

         14  However, by enacting such a bill, a couple of things

         15  happen, part of which have to do with true cost,

         16  part of which have to do with the way we fund our

         17  pension systems.

         18                 The part that is the true cost is the

         19  difference between the person leaving with what they

         20  would have left anyway, or leaving with something

         21  greater than what they would have left employment

         22  due to the legislation.

         23                 It's very difficult to figure that

         24  out, because the behavior of people changes, as has

         25  been described here, people looking at their
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          2  individual situations, and if they have a lot of

          3  overtime in the last two years, might be very

          4  inclined to want to leave because it's the last

          5  year.

          6                 With respect to the legislation,

          7  though, if, in fact, I already know, which I do, for

          8  example the calendar year 2001 salaries, that would

          9  now become at least a minimum available to the

         10  member, and I put it in my computer models as the

         11  salary base that would be used, which since I know

         12  it I should put it in there. I would, in fact,

         13  commence the funding of that in advance, and I admit

         14  some of that cost is in effect funding in advance a

         15  cost that would be occurring now, but only being

         16  paid for after they retire. That is not a true cost

         17  per se, but it is a contribution effect, and

         18  appropriate for us to consider doing.

         19                 Can I distinguish exactly what these

         20  are? No. I would encourage you, as Council members,

         21  if you have the opportunity to read the detailed

         22  legislation with an eye towards my comments on the

         23  greatest 12-month bill, to read the fiscal note

         24  which tries to summarize it in some detail, explain

         25  the different Kingston rules, explain how it would
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          2  work, explain the fact the contribution isn't

          3  necessarily cost, the contribution is what the

          4  budget would be changed by next year.

          5                 I'd be glad to answer any questions

          6  on this bill, and if desired, I'll then go on and

          7  comment on the other two bills.

          8                 CHAIRPERSON BAEZ: Thank you.

          9                 Just for clarity, what would the cost

         10  of the benefit be if the bill was modified to only

         11  allow use of the 2001 calendar year instead of the

         12  final year's salary, for any 12-month period?

         13                 MR. NORTH: Okay, off the top of my

         14  head the number I know is that if we were to use

         15  only the calendar year 2001, still limited by

         16  Kingston in some way, but only for people who have

         17  20 or more years of service, as of June of 2002, the

         18  cost would be, we estimate, roughly $15 million per

         19  year. Fifteen, 1 5.

         20                 CHAIRPERSON BAEZ: And -- go ahead.

         21  I'm sorry.

         22                 MR. NORTH: I was going to say,

         23  administratively, whether one chooses calendar year

         24  2001, fiscal year 2001, or a 12-month period

         25  defined, and that period defined as being the
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          2  enactment date of the legislation, I believe that

          3  this would also have the benefit of administrative

          4  simplicity.

          5                 CHAIRPERSON BAEZ: Thank you.

          6                 Council Member Golden.

          7                 COUNCIL MEMBER GOLDEN: Thank you.

          8  Your calculation is $15 million, what is the

          9  administrative cost assigned to your best

         10  calculation of doing a 360-day retirement?

         11                 MR. NORTH: I have not considered the

         12  administrative cost in this. I assume that it would

         13  be something, but not anywhere near the additional

         14  present value of the benefits.

         15                 It's something that I kind of hope

         16  that before these things actually get enacted they

         17  might be refined sufficiently so that it will be

         18  more administerable and the cost would then become

         19  modest, or immaterial relative to the cost of the

         20  bill. I haven't focused on it.

         21                 COUNCIL MEMBER GOLDEN: And the

         22  calculation, if we have a number of which we have an

         23  optimal number and we have maximum strength number,

         24  but say an optimal number in New York City Police

         25  Department and New York City Fire Department,
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          2  whatever that number would be, what is it when we

          3  put in the new hires of new police officers and new

          4  fire officers -- firemen, to replace the police

          5  officers and the firemen that are retiring; is that

          6  calculated into your cost?

          7                 MR. NORTH: Yes. Well, let me back up

          8  for a second. The costs I've given you relate only

          9  to the impact on the pension system and the people

         10  that are currently in it.

         11                 When you add new individuals, you

         12  will have obviously the cost of training, you'll

         13  have the cost of health insurance for another

         14  individual, you'll have welfare payments, et cetera,

         15  et cetera.

         16                 The case has been made that the

         17  "savings" of retention are substantial. There is no

         18  question there are some savings elements, but one of

         19  the -- I forget who gave the example, whether it was

         20  Mr. Carter or one of the other presenters, who gave

         21  the example of saving $250,000 over five years, I

         22  would only take issue in the fact that what was

         23  described had some elements that were correct, but

         24  it failed to identify the additional benefits of

         25  some of the additional -- some of the additional
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          2  benefits that would inure to the people during the

          3  five-year period, and I'm not convinced that those

          4  numbers are as great as they have been made out to

          5  be, but there are some savings.

          6                 COUNCIL MEMBER GOLDEN: So, you're

          7  calculating that there is something of magnitude

          8  that's going to happen over a five-year period

          9  that's far worse than what happened here in 2001,

         10  so, therefore, there would be more of an impact on

         11  overtime in the future?

         12                 MR. NORTH: No. I'm sorry, I've been

         13  confusing.

         14                 I believe, and I think the other

         15  speakers have indicated, that the years 2000 and

         16  2001, or maybe going into this year, are probably

         17  amongst the highest overtime figures.

         18                 COUNCIL MEMBER GOLDEN: So, we agree

         19  that that's probably the highest numbers we'll ever

         20  see in the Fire Department and Police Department?

         21                 MR. NORTH: I suspect that could well

         22  be true.

         23                 COUNCIL MEMBER GOLDEN: Okay.

         24                 Well, the only reason I'm throwing

         25  the figure out there is to try to get through the
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          2  $90 million cost and the $15 million cost, and I'm

          3  trying to work in there to find out if this $90

          4  million is really, and it sounds to be way off the

          5  mark, the $15 million mark obviously being just for

          6  the 2001 period, but what would the true cost be, as

          7  best calculated?

          8                 MR. NORTH: Right. The definition of

          9  true cost is very difficult here because of the

         10  changes in behavior, and I don't want to

         11  inappropriately assign costs that wouldn't be there.

         12                 However, with respect to the

         13  contribution, the additional 90 million on the bill

         14  as written, is the best estimate I have at this time

         15  of how much we would increase the contribution by

         16  the City.

         17                 The 15 million is an alternative

         18  program, a completely different concept.

         19                 COUNCIL MEMBER GOLDEN: I understand

         20  that. I understand that. They're looking at the cost

         21  of one year versus keeping this an open-ended

         22  legislation any year.

         23                 MR. NORTH: Right. And limiting it --

         24  the 15 million also limits it to just those

         25  individuals who have 20 or more years of service on
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          2  June, say July 2002.

          3                 If you use -- one of the calculations

          4  we did as a test did run just 2001 calendar

          5  salaries, with nothing else available, just using

          6  it, the known information without the probability of

          7  some people having other future increases.

          8                 We're trying to find that number

          9  here. I think it was somewhere around 50 million of

         10  the 90, if you did nothing to take into account the

         11  possibility of future overtime that might replace

         12  the last 12 months. And I'm not saying this is good

         13  or bad, but to give you an example where in the

         14  future that would likely come into play, even if

         15  there was little or a very modest overtime, for

         16  disability retirees who often go on light duty for a

         17  period of time prior to retirement, they will often

         18  end up with overtime at a lesser rate when they

         19  finally retire than they would have because they

         20  have several months of light duty and no overtime.

         21  Using a highest 12 month, they would logically look

         22  back to the point at which they became disabled, now

         23  that's just part of a mechanical calculation, it

         24  might even be a good thing, I'm not commenting on

         25  that, but it is one of the ongoing elements, the way
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          2  the bill is designed, in terms of increased cost.

          3                 COUNCIL MEMBER GOLDEN: So we already

          4  have a cost that's incurred, and that cost would be

          5  $15 million, if we did the one-year program, we're

          6  automatically getting that, if everybody were to

          7  retire in June of 2002, would be a cost to the

          8  pension fund?

          9                 MR. NORTH: I'm confusing. The

         10  assumption --

         11                 COUNCIL MEMBER GOLDEN: No, what I'm

         12  trying to work is that we're going to have an

         13  automatic cost into this pension no matter what, and

         14  the automatic cost established is going to be to the

         15  city is probably closer to about $45 million, the

         16  way I'm listening to you and to the unions, but

         17  that's an automatic cost to us anyway. In other

         18  words, we're going to incur that cost regardless.

         19  So, the discussion here is the additional $45

         20  million you're putting out as a possibility of the

         21  if when scenario, if this happened, if that

         22  happened, if anything happened it could be $90

         23  million.

         24                 MR. NORTH: That might not be a bad

         25  analysis, because if the 2001 salary that we project

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            81

          1  STATE AND FEDERAL LEGISLATION

          2  would trigger and be used in our projections

          3  benefits, theoretically if the people retire now and

          4  use that, we would be -- it would be in their

          5  pension calculation, whether I've projected it or

          6  not, and we would start funding it after they

          7  retired and we found that their benefits were a lot

          8  higher than we estimated.

          9                 Alternatively, it's in the

         10  calculation up front because we took the calculation

         11  up front, so, in fact, your analysis may not be a

         12  bad one, that maybe on a very rough basis half of 90

         13  million might be the cost and half might be the

         14  funding now what we know we're incurring anyway, but

         15  doing it more properly.

         16                 COUNCIL MEMBER GOLDEN: And that's

         17  without incurring the cost of all new hires and all

         18  new pensions and new costs to the City that would be

         19  another $100 million, if we had to do that.

         20                 MR. NORTH: This is just the effect on

         21  the pension system.

         22                 COUNCIL MEMBER GOLDEN: What we're

         23  looking here then in the essence is we're probably

         24  saving somewhere in the category, if my calculations

         25  are anywhere close, we're probably saving the City
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          2  somewhere in the category of about $50 to $80

          3  million, without having to do these new hires, but

          4  trying to keep the police officers and the firemen

          5  that we presently have on, and allowing them to stay

          6  on and giving them the opportunity to work for the

          7  next five years.

          8                 MR. NORTH: I don't think that's true.

          9                 COUNCIL MEMBER GOLDEN: Well, if you

         10  take in all the new hires that you're going to have

         11  to put in, if we just, in the average of new hires

         12  that we're going to put in in the next year,

         13  somewhere in the category of, in the Police

         14  Department we're looking at 2,000 and the Fire

         15  Department somewhere in the category of maybe 1,200,

         16  so you're looking at new hire of 3,000 in one year

         17  and a new hire of 3,000 in the second year, you're

         18  looking at a new hire of 6,000 people over a two and

         19  half year period, and I don't know what those -- I'm

         20  not an actuary, so I can't quote the numbers, but

         21  the simple guy can figure out it's a lot of money.

         22  Am I close to my numbers?

         23                 MR. NORTH: I have not worked the

         24  numbers on the possible savings to the City of the

         25  retention element itself, you know, just projecting
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          2  a person forward a few years for retained versus

          3  having them retire and be replaced.

          4                 On the element of "savings," although

          5  it is a possibly short lived event, as you know, a

          6  first grade firefighter, for example, makes much

          7  more than a first year firefighter. A high-ranking

          8   -- a multi-year battalion chief makes more than an

          9  entry battalion chief, et cetera, et cetera.

         10                 So, one of the elements of working

         11  against the cost savings is the fact that people

         12  need time to progress through the ranks again and

         13  that money is money that cost less to have people in

         14  the same positions.

         15                 COUNCIL MEMBER GOLDEN: Okay, last,

         16  and then I'm going to allow my colleagues, I

         17  apologize for taking up so much time. The reason I'm

         18  trying to point this out is that we are moving into

         19  a position at the end of this next five-week period

         20  we're trying to balance a budget which is $4.8

         21  billion out, the state, $8 billion. The cost and

         22  debt continues over the next three years, so what

         23  we're trying to do, at least I'm trying to do is to

         24  point out that retaining, instead of looking for new

         25  hires, because the new hires are not going to be,
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          2  we're not going to be able to do it, the City of New

          3  York is not going to be able to do new hires.

          4                 Now, if we allow these to retire and

          5  we have no new hires to replace, the City of New

          6  York is in trouble.

          7                 So, what I'm trying to do is point

          8  out that I think the savings are far more by

          9  maintaining the workforce that we presently have

         10  over the next two- to three-year period until we get

         11  through this dogged time and be able to balance

         12  these budgets over the next two to three years. I

         13  think the best scenario is the scenario that is

         14  presently on the table, and I apologize for taking

         15  so much time.

         16                 Did you want to comment on that?

         17                 MR. NORTH: I would just like to

         18  comment, I don't necessarily disagree with the

         19  objective of retention, I do object with the idea of

         20  passing legislation that's technically poorly

         21  drafted, very unclear, it makes it difficult.

         22                 COUNCIL MEMBER GOLDEN: I agree. And

         23  maybe that should be, maybe the technical area has

         24  to be corrected, but I think the essence of the bill

         25  is good.
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          2                 Thank you.

          3                 CHAIRPERSON BAEZ: Thank you.

          4                 I have a question. The union

          5  testified that this legislation will be fast tracked

          6  in Albany. If this bill is signed by the Governor

          7  prior to June 30, will the City's pension cost be

          8  increased in the current fiscal year?

          9                 MR. NORTH: Yes. Unless one of two

         10  things happens -- when actually one thing happens.

         11  It is possible to write the law suspending RSSL

         12  Section 430 to commence the funding say beginning

         13  Fiscal Year 2003 by specific statue.

         14                 Alternatively, and what has typically

         15  happened, is that a bill might be passed through the

         16  Legislature and the Governor will announce in

         17  advance that he is supportive and intends to sign it

         18  but he just holds off his signature until July 2nd

         19  or 3rd, in which case funding commences Fiscal 2003.

         20  But if it is enacted, with no changes, and signed by

         21  the Governor before June 30th, 2002, it will be

         22  included in the fiscal -- the whole cost, the 90

         23  million, will go in the 2002 pension contribution.

         24                 CHAIRPERSON BAEZ: Thank you.

         25                 Council Member McMahon.
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          2                 COUNCIL MEMBER McMAHON: Thank you,

          3  Madam Chairwoman.

          4                 You were just saying when Council

          5  Member Golden was questioning you, that you may see

          6  retention as a laudable goal, but you had the

          7  problems of, and I know there were the four things

          8  you spoke about, would you just repeat them for me?

          9  The technical language of the bill.

         10                 MR. NORTH: Yes. Actuary likes to see

         11  all legislation --

         12                 COUNCIL MEMBER McMAHON: You are the

         13  Actuary, right? Because this third person thing, I'm

         14  not sure if he's the Actuary, or you're the Actuary,

         15  or the Actuary is behind some green curtain in a

         16  place called Oz, so I just want to --

         17                 MR. NORTH: Thank you for pointing

         18  that out. There are times at which I, Robert C.

         19  North, Jr., the Actuary for the City of New York,

         20  would like to not know the Actuary for the City of

         21  New York, and consequently refer to myself as a

         22  third person. I apologize. But I'll probably do it

         23  over and over again.

         24                 COUNCIL MEMBER McMAHON: That's okay.

         25  Just so I know who we're talking about.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            87

          1  STATE AND FEDERAL LEGISLATION

          2                 MR. NORTH: Yes. Anyhow, technical, I

          3  like -- we believe that it's appropriate to have

          4  technically correctly drafted legislation, things

          5  should be technically correct.

          6                 Second, they should be clear. It

          7  should be easy to understand what is being asked

          8  for.

          9                 Third, it should be administerable;

         10  i.e., it shouldn't ask to do some things in the

         11  administrative function that are so difficult as to

         12  take a long time to implement, or backing up to the

         13  issue of clear and technically properly written,

         14  there are times which our office working with the

         15  systems can literally spend years working with

         16  Corporation Counsel, figuring out what to pay people

         17  because bills are so poorly drafted.

         18                 And the fourth item just had to do

         19  with the issue of policy, which is up to you all.

         20  But the Actuary would encourage you to make sure

         21  that the legislation, as drafted, accomplishes the

         22  policy goals, and not more, or in some cases even

         23  conflict with those goals, because it tends to be

         24  too broad or narrow or whatever.

         25                 COUNCIL MEMBER McMAHON: Okay.
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          2                 Would you let the Actuary know that I

          3  have to tell you, and I don't want to make this

          4  personal, but I understand, and I get the sense that

          5  at least one, two and three must be things that

          6  you've debated or worked on, I mean the Actuary has

          7  worked on since the Actuary became the Actuary. And

          8  I can understand that that may be something that's

          9  gone on for a long time.

         10                 But I have to tell you that I am a

         11  little bit offended at your attitude in talking

         12  about these things to us today, because in my mind,

         13  we're talking about a very crucial issue, and to

         14  make light of it or to sort of, in a way that's

         15  almost arrogant to talk about these things when time

         16  is of the essence, and we're talking about men and

         17  women -- I don't think I have to say anything more,

         18  you know what I have to say, men and women either

         19  who sacrificed their lives or are about to sacrifice

         20  their lives every day. This is a very critical

         21  issue, and if the language is technically wrong,

         22  then we have to fix it. And does the Actuary

         23  actually propose the language that would be correct

         24  in the Actuary's eyes? Or does the Actuary just say,

         25  no, this language is technically wrong, I can't work
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          2  with it?

          3                 And does the Actuary say this would

          4  make it clear, if it was written this way? I

          5  understand your intent, this is the way it should be

          6  written? Or does the Actuary just say I don't

          7  understand it, we can't work with it? And it's not

          8  adminsterable, therefore, we cannot pursue this

          9  policy. Is that what the Actuary does? Or does the

         10  Actuary say no this is the way it could be

         11  administered?

         12                 Because you haven't told us how to do

         13  what it is quite clearly what we want to do, or what

         14  should be done.

         15                 I find that, given the time element

         16  here, somewhat objectionable. Understand that the

         17  Actuary should not take this personally, because I

         18  will not take it personally this time, but this is

         19  an important, very important issue. How do we work

         20  with the Actuary to get done in a very short period

         21  of time what it is we want to do? And it's quite

         22  clear what we want to do, we want to retain the men

         23  and women in the Police Department and in the Fire

         24  Department so that they can continue to do their

         25  good work, we can retain their experience, and not
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          2  lose them because we asked them to do overtime to

          3  protect us and save our lives and now we're telling

          4  them because they did that, that because of

          5  technical, unclear and unadministrable language,

          6  they should leave their jobs before July 1st.

          7                 MR. NORTH: Well, first, let me say

          8  the Actuary doesn't take it personally, and --

          9                 COUNCIL MEMBER McMAHON: Neither does

         10  the Councilman.

         11                 MR. NORTH: Thank you.

         12                 And second, what I'm trying to point

         13  out here is that I believe it is possible to get

         14  bills done well. In fact, the A version of this

         15  bill, I think only exists, because I pointed out to

         16  the police unions at an investment meeting that they

         17  really didn't support the bill and didn't know it,

         18  and after I pointed out that Tier 1 members were not

         19  covered, they chose to go back.

         20                 I think I am well on the record with

         21  memos to this Council staff in the front of my

         22  fiscal note on the details of why I believe this

         23  bill has problems, and with a specific alternative

         24  that I think could accomplish 90 plus percent of the

         25  policy objectives as I understand it, at what would
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          2  be a substantially reduced annual impact on the City

          3  budget --

          4                 COUNCIL MEMBER McMAHON: I got you to

          5  say "I".

          6                 MR. NORTH: Yes. A mistake. The

          7  Actuary did that.

          8                 But it's true, the Actuary's office

          9  is not in a position to respond with language on

         10  every bill. We're not lawyers. But we do have to

         11  read the bills from the point of view of calculating

         12  the numbers. In order to calculate the numbers we

         13  have to read it and determine what it means. If we

         14  can't figure it out, or we find things that are a

         15  problem, we try to point them out to people in hopes

         16  that people will produce better bills, and then they

         17  can move more rapidly.

         18                 I think the A version of this bill,

         19  had more work been done up front, could have

         20  accommodated many of my other concerns, the

         21  Actuary's other concerns.

         22                 But that's up to the sponsors, I

         23  can't tell them what to do. It's for them to decide.

         24  I can only point out what we discover in the course

         25  of our review and our attempt to do the
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          2  calculations, and hopefully that's helpful. It's not

          3  intended to be unhelpful.

          4                 COUNCIL MEMBER McMAHON: Okay. And I

          5  understand that this is a long, maybe faces another

          6  matter, so getting away from the technicality, the

          7  ambiguity that can't be administered, let's get to

          8  the policy aspects for this for a moment if we can.

          9                 Because I know that you have now put

         10  out a number saying that the cost of this proposal

         11  is $90 million.

         12                 MR. NORTH: The annual employer

         13  impact. The contribution impact would be 90 million

         14  per year.

         15                 COUNCIL MEMBER McMAHON: Okay.

         16                 So, when people say that the cost of

         17  this is $90 million, they are incorrect?

         18                 MR. NORTH: At least in the language I

         19  would use, yes, the cost is not 90 million, it is

         20  something less. We did not measure that very well. I

         21  think in our prior discussion if you wanted to make

         22  a rough estimate that half might be true cost, and

         23  half might be the prefunding of liabilities we've

         24  already incurred, due to the recognition of this

         25  information, that might not be an unfair rough
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          2  estimate. But there is a cost to the bill, I admit

          3  it is not the full 90 million. Where I define cost

          4  is the change in the value of benefits being

          5  provided in excess of what is currently available to

          6  people.

          7                 COUNCIL MEMBER McMAHON: And whose job

          8  is it to determine the actual cost? Is that your job

          9  or is that the Council Finance staff?

         10                 MR. NORTH: I --

         11                 COUNCIL MEMBER McMAHON: I'm sorry, is

         12  that the Actuary's job or the staff of the Council?

         13                 MR. NORTH: The Actuary's job.

         14                 COUNCIL MEMBER McMAHON: So, we need

         15  to have a cost number, don't we, to look at this?

         16                 You haven't given us the actual cost?

         17                 MR. NORTH: We're having both

         18  terminology and complexity problems here.

         19                 COUNCIL MEMBER McMAHON: And I

         20  apologize on the complexity, because I admit right

         21  away, that this is very complex, and above the

         22  knowledge of the average Councilperson.

         23                 MR. NORTH: I don't think so.

         24                 COUNCIL MEMBER McMAHON: But maybe the

         25  language I can be okay with, the terminology I can
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          2  handle, the complexity is fine, but that's why

          3  you're here, to make it less complex.

          4                 MR. NORTH: I'm trying. It is, and

          5  that's why this fiscal note is quite a lengthy

          6  fiscal note, it was very difficult to make

          7  estimates. Even to compute cost, the actuary has to

          8  make assumptions and apply methods and go through a

          9  whole series of calculations. What was difficult in

         10  this case is I could not readily ascertain a, for

         11  example, exactly what changes in the probabilities

         12  of retirement might be due to doing this bill or not

         13  doing this bill, so the contribution effect, which

         14  was calculated assuming retirement rates are

         15  basically unchanged, and that we apply this salary

         16  and for future retirees, a 20 percent of the people

         17  might get approximately -- have ten percent more

         18  overtime in their salary base and ten percent of

         19  people might have 20 percent more overtime in their

         20  base than otherwise. Plus we use the 2001 as a

         21  minimum salary, which is already known, and we ran

         22  the numbers, and we've been scratching our heads for

         23  weeks working on this bill trying to figure out how

         24  to divvy up all the parts and do the most accurate

         25  analysis. But I'm the first to admit, the
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          2  contribution effect overstates the cost of the bill,

          3  but I also would disagree with the idea the cost of

          4  the bill would be a negative, when you add in even

          5  the non-pension elements. I'm not convinced of that,

          6  although I haven't looked at it in great detail.

          7                 COUNCIL MEMBER McMAHON: But when you

          8  work on calculating the cost, do you consider the

          9  offset for not hiring people? In other words, for

         10  every person who stays on the job, this is how much

         11  we save by not hiring somebody new?

         12                 MR. NORTH: That is not built in these

         13  figures. These are just the effect on the pension

         14  systems.

         15                 COUNCIL MEMBER McMAHON: So, when you

         16  talk about the cost, you talk only about the cost to

         17  the pension system?

         18                 MR. NORTH: Correct.

         19                 COUNCIL MEMBER McMAHON: Not to the

         20  net cost to the City of New York as a whole?

         21                 MR. NORTH: That's correct.

         22                 COUNCIL MEMBER McMAHON: So we don't

         23  know that number, do we? Can we ascertain that

         24  number?

         25                 MT. LESTER: I think that's something
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          2  the staff will work on to come up with for you. If

          3  that's the direction the Committee wants to see,

          4  then we will certainly --

          5                 COUNCIL MEMBER McMAHON: Well, I would

          6  certainly ask the Chairwoman to consider that. I

          7  think that that's necessary information, because

          8  we've all been sitting here talking about the cost,

          9  and the Mayor is certainly going to say the cost,

         10  and I know from recycling and sanitation, when they

         11  say the cost, that's not really the cost. So, it

         12  would be good for us to know -- well, would the

         13  Actuary say that it would be a good policy to know

         14  the cost of this legislation?

         15                 MR. NORTH: Well, the Actuary believes

         16  it would be useful to know all the ins and outs on a

         17  best estimate basis.

         18                 COUNCIL MEMBER McMAHON: I mean the

         19  cost not only to the pension system, but the net

         20  cost to the City as a whole?

         21                 MR. NORTH: I think it would benefit

         22  you to know that.

         23                 COUNCIL MEMBER McMAHON: Because, for

         24  instance, if in the budget it shows an increase in

         25  the cost to the pension system, but shows a decrease
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          2  in the cost somewhere else, then that could help

          3  someone ascertain the cost of doing this and

          4  retaining skilled rescue personnel for the City of

          5  New York. That would be good to know, wouldn't it?

          6                 MR. NORTH: I think so.

          7                 COUNCIL MEMBER McMAHON: And does the

          8  Actuary think so?

          9                 MR. NORTH: Even the Actuary thinks

         10  so.

         11                 COUNCIL MEMBER McMAHON: Thank you

         12  very much, Mr. North.

         13                 Thank you, Madam Chairwoman.

         14                 CHAIRPERSON BAEZ: Thank you very

         15  much.

         16                 Any further questions?

         17                 For my colleagues, the Finance Deputy

         18  has advised us that he will have the fiscal impact

         19  to your offices some time today.

         20                 COUNCIL MEMBER McMAHON: Okay. That's

         21  sort of part of the story. Am I right in

         22  understanding it?

         23                 CHAIRPERSON BAEZ: Thank you very

         24  much.

         25                 COUNCIL MEMBER GOLDEN: One last
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          2  question.

          3                 The $90 million we incur, we incur

          4  anyway, correct?

          5                 MR. NORTH: No.

          6                 COUNCIL MEMBER GOLDEN: Go ahead.

          7                 MR. NORTH: The 90 million includes

          8  both, to some extent, the cost of money you have

          9  incurred, yes, and the prefunding, for example, the

         10  2001 salaries being something that most of which

         11  could get captured if someone retired this year. But

         12  it also includes --

         13                 COUNCIL MEMBER GOLDEN: So that's been

         14  captured in the price? What figure is that total

         15  figure? I don't want to continue it, but I believe

         16  we incur that cost regardless.

         17                 MR. NORTH: You are probably going to

         18  incur most all of it. Now, in our numbers we

         19  actually did not assume that this program would

         20  benefit anyone who retires prior to 2002, because

         21  they pretty much all either retired or not.

         22                 Most of what's going on in this $90

         23  million, or at least half I would guess, is the

         24  additional benefits that get paid because people

         25  retire with higher benefits under the proposed
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          2  legislation, than they would have retired under the

          3  current legislation.

          4                 COUNCIL MEMBER GOLDEN: They're going

          5  to retire anyway.

          6                 MR. NORTH: They are going to retire

          7  anyway at some point, the question is what benefits

          8  you're giving them.

          9                 And just one item to understand,

         10  contributions plus investment income pays for

         11  benefits plus expenses. To the extent that there

         12  would be more employer contributions paid, it is

         13  because we are providing greater benefits.

         14                 A good portion of this $90 million is

         15  a direct reflection of this proposed legislation

         16  resulting in people in the future, retiring with

         17  greater benefits than they otherwise would.

         18                 COUNCIL MEMBER GOLDEN: And that's why

         19  we need the net costs to the City when we equate

         20  this bill to what the new hires would be to the

         21  hires that we presently -- to the keeping and

         22  retaining the people that we presently have, we'd

         23  find out that there's a net gain?

         24                 MR. NORTH: Yes. If one makes a much

         25  more complex analysis of say retaining someone who
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          2  would otherwise retire than letting them go out

          3  under the provisions of this bill, or they leave

          4  immediately and are replaced under say lacking this

          5  bill, you will see a series of things evolve, there

          6  will be training costs, there will be -- in the case

          7  of replacement you get new training, you get

          8  medical, you also get lower salary for entering in

          9  someone at less than the top pay rank of the

         10  position being vacated. And in fact, if it's someone

         11  at a higher rank, a captain at a high rank is

         12  replaced by a captain entry level captain pay, the

         13  lieutenant -- by a lieutenant probably at the top

         14  who gets replaced by someone at an entry level

         15  lieutenant, right down the line, and so you have

         16  some initial offsets in payroll cost, even with a

         17  replacement individual, because although you pay for

         18  training, you pay for health, you have a new pension

         19  member, pension system member, you also pay that

         20  individual, say, the new entrant salary for a

         21  firefighter, but a firefighter got promoted to a

         22  lieutenant and up the line, people promoted up the

         23  line, and they're being paid less than their

         24  predecessors.

         25                 COUNCIL MEMBER GOLDEN: I understand.
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          2                 MR. NORTH: And, you know, there's

          3  pluses and there's minuses and it's very complex.

          4                 COUNCIL MEMBER GOLDEN: The last

          5  question, and I apologize, again, for going on.

          6                 If we could get what the contribution

          7  was last year, and what you're expected contribution

          8  or potential contribution for 2002, 2003 and 2004,

          9  could you get those numbers for us?

         10                 MR. NORTH: I could provide them to

         11  staff, if you wished. I do not have them handy here.

         12                 COUNCIL MEMBER GOLDEN: When you get

         13  an opportunity because I think my colleagues would

         14  like to see what the costs would have been anyway,

         15  and what the contribution of last year minus 2001

         16  was, and I think they'll be able to have a fairer

         17  and more accurate view of what costs were minus 2001

         18  and what costs were after 2001 and what costs would

         19  have been anyway.

         20                 Thank you. Oh, I'm sorry. Go ahead,

         21  comment.

         22                 MR. NORTH: If you'll just indulge me

         23  for a minute, there's also -- you should just be

         24  aware that for the record, that the contributions

         25  you pay to the retirement system right now are not
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          2  the annual required contributions as the Actuary

          3  would recommend, absent the statutory phase-in of

          4  the COLA legislation. We are paying less into the

          5  systems now than the Actuary believes is

          6  appropriate.

          7                 COUNCIL MEMBER GOLDEN: Would you do

          8  me a favor? Would you put in that figure, as well?

          9                 MR. NORTH: We will be glad to do so.

         10                 COUNCIL MEMBER GOLDEN: What you

         11  believe, the Actuary believes it should be, okay?

         12  And we'll take a look at that.

         13                 Thank you very much.

         14                 MR. NORTH: Thank you.

         15                 CHAIRPERSON BAEZ: Thank you.

         16                 Just one more thing, Mr. North,

         17  before you get up. Since you already covered in

         18  depth the costly methods, could you just briefly

         19  summarize your comments on the remaining SLRs?

         20                 MR. NORTH: Yes. Thank you, Madam

         21  Chair.

         22                 On SLR 40, which is Senate 6472,

         23  which is the one-sixtieth bill, this the Actuary in

         24  his fiscal note did note there are a couple of

         25  technical issues, including for Tier 2 members
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          2  providing a definition of salary after 20 years that

          3  is better than the current definition of salary

          4  below 20 years, and is the definition used for Tier

          5  1 members, which the Legislature, when they finally

          6  gave final one-year salary, instead of final

          7  three-year to Tier 2 members, explicitly chose not

          8  to use. So, that's just a question, an example of

          9  the questions we raise.

         10                 But on the cost, and in this case we

         11  believe cost and contributions are pretty much the

         12  same thing, we're looking at about roughly $300

         13  million in present value of additional benefits,

         14  which would work out to about $34 million.

         15                 The Actuary would encourage a review

         16  of 2002, and all the technical issues that are

         17  raised in the bill.

         18                 The other SLR, SLR 37, Senate 5852,

         19  we had done an A version of the bill, but I don't

         20  believe that the B version does much to the

         21  financial impact.

         22                 If you can hold on, excuse me just a

         23  minute. Although I would want to doublecheck, there

         24  is one particularly, I would like to correct the

         25  record. It was suggested that that bill which
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          2  provides for the variable supplements fund benefit,

          3  an additional supplement fund, has two issues of

          4  particular concern to the Actuary.

          5                 One, it was commented that it results

          6  in paying a variable supplement benefit to those

          7  with more than 20 years who are still employed. No,

          8  that's not true. It would pay, as if the person had

          9  retired at 20, on the date of retirement the

         10  accumulated amount of those payments that would have

         11  otherwise been made. We generally try not to pay

         12  people retirement benefits while they're active,

         13  that could lead to potential IRS issues.

         14                 Second, the bill also does contain

         15  the ability of disability retirees to receive that

         16  lump sum for the period between retirement -- oh,

         17  I'm sorry, 20 years and retirement.

         18                 Historically, the variable supplement

         19  funds have provided benefits only to those who

         20  retire for service with 20 or more years of service.

         21  This, in fact, has been litigated multiple times,

         22  and I believe the last time I checked with Corp

         23  Counsel, they had litigated it I think 28 times and

         24  won over the issue of disability retirees not

         25  receiving a VSF.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            105

          1  STATE AND FEDERAL LEGISLATION

          2                 There could be some serious potential

          3  problems if the disability portion were retained in

          4  this bill. But, again, there are comments in the

          5  fiscal note that was delivered.

          6                 In terms of cost, the increase in the

          7  present value of benefits, the total cost, we've

          8  estimated about $458 million, which if spread over

          9  the working lifetimes of police and fire, as

         10  appropriate, $51 million per year.

         11                 Now, we do note, however, that the

         12  present value of future skim, which is used in the

         13  funding mechanics, would only go up by $219 million

         14  initially, because there is an asset cushion, i.e.

         15  there's more assets than we need in the variable

         16  supplement funds today, and consequently, the first

         17  year contribution would be down around 25 million,

         18  additional contribution for the two systems. In

         19  fact, it would all be in police, there would be no

         20  additional for fire.

         21                 However, because of the bad asset

         22  performance of Fiscal Year 2001, just as the

         23  contributions are tending to increase under the main

         24  fund, we would anticipate an increase to the 51

         25  million fairly rapidly, within two or three years,
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          2  fiscal years at the most, if this bill were enacted.

          3                 I'd be glad to answer any further

          4  questions.

          5                 CHAIRPERSON BAEZ: Thank you very

          6  much, Mr. North.

          7                 MR. NORTH: Thank you. And the Actuary

          8  also thanks the Councilman.

          9                 COUNCIL MEMBER McMAHON: Yes, please

         10  let the Actuary know we said thank you.

         11                 CHAIRPERSON BAEZ: Detective Scotto.

         12                 MR. SCOTTO: I would just like one

         13  more minute of the Council's time, on two issues.

         14                 In regards to the Actuary's projected

         15  figures, as you could see, he had written a

         16  financial memo to this Council indicated $90 million

         17  in cost, and within five minutes it was potentially

         18  $45 million in cost, and I want to point out to the

         19  City Council, which I think is very important, he

         20  added not one single dollar, not one, on the

         21  non-recruiting issue. Not one dollar. Every single

         22  aspect that he indicated to you was pension cost

         23  factors. And the reality of whether it be 45 million

         24  or 90 million dollars, if you took the issue that is

         25  at hand, he took those projected individuals that
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          2  had the potential of retiring today with over 20

          3  years, and what would the pension system, would be

          4  the cost factor of the pension system should they

          5  retire, not that they did retire, should they

          6  retire, he said 90 million, it went down to 45

          7  million, and it could be less - the reality is, if

          8  those people retired today, that 45 million,

          9  assuming that's the figure, is going to be paid

         10  anyway.

         11                 So, now the issue is, if we don't

         12  keep them on board, if we lose them, are we going to

         13  pay the 45 million? The answer is absolutely yes. If

         14  we do keep them on board, what is the potential

         15  savings by not recruiting? Because we must replace

         16  them. Not we may, we may think about it, we must

         17  replace these officers. We need them. And, in fact,

         18  as I told you before, I was one of the architects

         19  for the crime bill of the 110,000, as a result of

         20  that bill, the City of New York got 6,700 federally

         21  funded police officers. Last year when I came before

         22  the City Council, and pleaded for the City Council

         23  to listen to what I had to say, regarding funding of

         24  those, the City opposed me, they lost $55 million

         25  for not maintaining the manpower levels within the
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          2  Police Department from federal funding.

          3                 This year, I may add, having had a

          4  conversation with Ray Kelly, and asking for my

          5  assistance, I went to the federal government, it's

          6  called the COPS program, and asked for consideration

          7  of the waiver, and as you have an application to

          8  submit to the federal government for consideration

          9  due to extenuating circumstances, to continue with

         10  the federal funding, because we are supposed to

         11  maintain a level of 40,000 I think it's 764, some

         12  ridiculous at the end. We are down in the 38,000.

         13                 As part of my intervention and with

         14  the Commissioner that Kelly hired, I called

         15  Washington, Washington conferred with them, and

         16  they're going to entertain the waiver due to the

         17  affects of September 11th, and therefore the

         18  manpower levels will be waived this year as a result

         19  of that. They may not be waived next year should we

         20  lose additional manpower, and we may lose federal

         21  funding.

         22                 Having said all of this, on the very

         23  last item that the Actuary testified on, because we

         24  never testified on the variable supplement fund, I

         25  made note of one issue, he said that if we
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          2  implemented the variable supplement fund issue,

          3  there would be a further need for $25 million on an

          4  annual basis, namely in the Police Pension fund,

          5  since the fire fund was overfunded.

          6                 I want to make note of the issue that

          7  it was conveniently not mentioned that in the last

          8  two years, not last year but the prior two years, we

          9  had in excess of $2.5 billion in the Police Pension

         10  fund and the Police Superior Officers, variable

         11  supplement fund, in excess, that we gave to the City

         12  of New York. The City captured two and a half

         13  billion dollars of our money in our own variable

         14  supplement fund, and now it has the nerve to say

         15  it's going to cost us 25 million. I understand that

         16  happens to be a fact. It will cost probably 25

         17  million, but the reality is, the variable supplement

         18  fund is currently structured, when we have excess

         19  money in the pension system, when it's 100 percent

         20  funded, the City captures all the excess money.

         21                 When we have a deficit, as we do now,

         22  this Police Pension fund carries the deficit, it

         23  must make up the deficit before it gets the extra

         24  money. Strange mechanism, but it's a fact.

         25                 So, just to the point of
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          2  clarification, two years ago, 2.5 billion dollars,

          3  we more than paid our share to fund this system,

          4  because even by the Actuary's numbers, it was -- the

          5  police and fire would be 458 million over an

          6  extended period of time. We already paid back two

          7  and a half billion dollars, more than paid for that

          8  ten times over. So, just points of clarification.

          9                 Thank you, Madam Chair.

         10                 CHAIRPERSON BAEZ: Thank you.

         11                 We will now hear from the

         12  Administration.

         13                 MR. SCHOCK: Madam Chair, Council

         14  Members, my name is Dana Schock, I'm with the

         15  Mayor's Office of City Legislative Affairs. I'm not

         16  prepared to answer questions, but I will read a

         17  short statement on the Administration's position

         18  regarding SLR 36, 37 and 40.

         19                 The Administration is concerned about

         20  the serious fiscal impact of the bills, as reported

         21  by the Actuary. The Mayor has indicated that he is

         22  willing to examine this issue, but at this time the

         23  Administration has no position of the resolutions

         24  being considered.

         25                 Thank you.
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          2                 COUNCIL MEMBER McMAHON: Wait. What

          3  did you say?

          4                 MR. SCHOCK: The statement read that

          5  we're concerned about the fiscal impact of these

          6  bills. The Mayor has indicated he wants to look at

          7  the issue. At this point in time we have no position

          8  on the bills.

          9                 COUNCIL MEMBER McMAHON: I'm sorry,

         10  Madam Chairwoman.

         11                 Would you please just mention to the

         12  Mayor that time is of the essence here and that

         13  pretty quickly you better get a position on it

         14  because we're going to get the Council to act as

         15  soon as possible. Thank you.

         16                 CHAIRPERSON BAEZ: And before you

         17  leave, I had specifically requested, and no

         18  disrespect to the Administration, but I had

         19  specifically requested that someone be here today to

         20  testify regarding these SLRs, so I hope at the next

         21  hearing that someone is here from the

         22  Administration.

         23                 Thank you very much.

         24                 We will now be discussion SLR 52.

         25                 Pat Stryker, Teamsters Local 237.
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          2  Thank you.

          3                 MS. STRYKER: It was morning when we

          4  got here, but good afternoon, Chairwoman Baez, and

          5  members of the Committee. We are going to be

          6  extremely brief. I know you have a meeting very

          7  shortly.

          8                 I'm Pat Stryker, I'm the Political

          9  and Legislative Director of Local 237, Public

         10  Employee Union, 24,000 members. We are teamsters.

         11                 The bill in front of you will be

         12  amended. I want to publicly thank Jim Caras who

         13  brought it to our attention, that although we

         14  amended the bill, due to the Governor's concern

         15  about retroactivity we amended it in one section of

         16  the bill and not in the other, and we had brought it

         17  -- I was in Albany yesterday, brought the bill in

         18  to the sponsors, and the amendment is underway. So,

         19  that will be taken care of.

         20                 Now, this benefit, which is

         21  three-quarter disability benefit in the pension for

         22  Hepatitis, AIDS and TB that would be contracted on

         23  the job, one would have to prove that, it is

         24  rebuttable, the other part of the bill has to do

         25  with three-quarter disability in the -- if you're
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          2  injured in the line of duty.

          3                 This is not groundbreaking in that

          4  others have it, and the others being the correction

          5  officers, police officers, firefighters, and the

          6  emergency medical technicians. And since our people,

          7  and they will testify very briefly, our people are

          8  going to only take one minute each to explain the

          9  work that they do, they are 24-hour peace officers,

         10  and they have jobs that are extremely dangerous and

         11  they are injured frequently because they are

         12  assaulted. They will explain what their work is and

         13  why they qualify for such a benefit.

         14                 On my right is Mr. Greg Floyd, who is

         15  the Director of the Citywide Division, we have

         16  approximately 6,000 peace officers in that division

         17  and he will testify about the special officers who

         18  work in HHC, they're known as "hospital police," and

         19  they also work in other City agencies, our special

         20  officers, and additionally Greg will testify about

         21  one of our school safety agents who was injured in

         22  the World Trade Center tragedy.

         23                 And on his right is Noreen

         24  Hollingsworth, who will talk about TLC. And George

         25  Serrano who is from CUNY, and is a CUNY campus peace
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          2  officer, and Eric Tuggle, who works and is part of

          3  the Parking Control Specialist Unit, and of course

          4  our Actuary, the Actuary over there, is Jonathan

          5  Schwartz, and I'll turn that over now to Mr. Greg

          6  Floyd.

          7                 MR. FLOYD: Thank you.

          8                 Good afternoon. My name is Greg

          9  Floyd, I'm the Citywide Director. In addition to

         10  being the Citywide Director, I'm also a Captain with

         11  the Hospital Police Department for the last 18

         12  years.

         13                 I would like to talk about two cases

         14  of injuries I've seen over the last 18 years with my

         15  employment with Local 237 and the Health and

         16  Hospital Corporation.

         17                 We had the individual who was struck

         18  by a car while on duty, and because of those

         19  injuries he injured his leg and his leg had to be

         20  amputated below the knee. This individual had to

         21  retire to the State of Florida, because apparently

         22  we only receive one-third of our pension pay for

         23  injuries suffered on duty. If this bill is passed we

         24  will receive three-quarters pay.

         25                 The Hospital Police Officers make a
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          2  modest salary, most of our peace officers make a

          3  modest salary, we're talking about at most maybe 35,

          4  40,000 dollars for a top pay, that's for a captain,

          5  and we're talking about this individual at the time

          6  was only making $28,000, he received one-third of

          7  $28,000 and had to retire to the State of Florida.

          8                 We had another individual, James

          9  Lowe, who worked at WoodHull Hospital. He was kicked

         10  in the chest and he suffered injuries and as a

         11  result he passed away from those injuries.

         12                 And now I will read -- not read, but

         13  I will briefly tell you about Deborah Metea

         14  (phonetic), who was a school safety agent, one of

         15  hundreds of school safety agents, who responded to

         16  the World Trade Center to evacuate the schools that

         17  were in that area.

         18                 The school safety agents not only

         19  stayed behind to evacuate the schools, but they also

         20  assisted, because they worked for the Police

         21  Department, in the evacuation of pedestrians and

         22  civilians around that area.

         23                 They were present when the World

         24  Trade Center fell, and this individual was caught in

         25  the debris and suffered a broken leg, injuries to
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          2  her lower back, and she was out of work for five

          3  months.

          4                 She had to return to work because she

          5  didn't have any time left, and she couldn't testify

          6  today because she doesn't have any time on the

          7  books, and she couldn't afford to stay out of work.

          8                 She's still injured, however, she had

          9  to go back to work. If she is unable to work in the

         10  future, she will only receive one-third pay, as a

         11  result of the way the system is now.

         12                 MS. HOLLINGSWORTH: Good afternoon. My

         13  name is Maureen Hollingsworth. I am a business agent

         14  with Local 237, also I hold the rank of captain with

         15  the Taxi and Limousine Commission, known as New

         16  York's proudest.

         17                 We have suffered several injuries

         18  that come from stabbings, slashings, bites, punches,

         19  scratches. I'm going to address two things briefly:

         20  The frequency and the vengeance.

         21                 The Taxi and Limousine Commission

         22  instituted what's called Street Hale Enforcement,

         23  where the officers call a base known to carry

         24  unlicensed vehicles, and have them respond to a

         25  location, they act as though they're passengers,
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          2  they approach the vehicle.

          3                 In the first seven days of this

          4  operation, we suffered six injuries, three of which

          5  were incurred because of being dragged by vehicles,

          6  the same unlicensed vehicles that they seized.

          7                 As far as vengeance, I have to talk

          8  about one lieutenant we have, Lieutenant Eric

          9  Williams, who suffered injury at the age of

         10  approximately 35, because he stopped an unlicensed

         11  medallion vehicle on top of the Grand Hyatt. He was

         12  assaulted by that driver, and has since suffered, or

         13  had to have three major back surgeries, which have

         14  rendered him totally disabled, and relying on

         15  morphine and other medications at the age of 40.

         16                 Thank you.

         17                 MR. SERRANO: Good afternoon, Madam

         18  Chairman, and the rest of the Council. My name is

         19  Officer George Serrano, I've been a campus peace

         20  officer for over six years.

         21                 What brings me here today is the

         22  matter of this bill which causes great concern. Most

         23  of our officers not only respond to the crimes on

         24  campus, but the perimeter. We also respond to

         25  medical emergencies on the campuses. Many times our
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          2  officers are exposed to body fluids, there have been

          3  many officers who have been assaulted. We've been

          4  targets of vengeance, vengeance after duty. We're

          5  all peace officers 24 hours. Unfortunately, our

          6  officers do not carry firearms, I'm not sure if the

          7  Council is aware, so we're often a target of

          8  vengeance.

          9                 Many officers are usually injured in

         10  the line of duty. I, myself, have been injured in

         11  the line of duty, been out of work for eight months,

         12  gone through 12 hours of surgery just to have the

         13  ability to walk. Many of our officers have been

         14  injured on duty, also have been subject of attacks

         15  off campus on the way home.

         16                 The bill is a necessary thing for the

         17  reason that not only are our members depending on

         18  it, but their families who depend upon them to bring

         19  home their salaries and to live a normal life. I

         20  believe the bill is justified within the language.

         21  Many of the officers, not only the campus peace

         22  officers, but the hospital police, and many of my

         23  other colleagues, are often exposed to unknown

         24  diseases when you deal with the public. It's very

         25  difficult to deal with people who do not want to
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          2  follow the law or follow the rules. I'm a little

          3  nervous about this, so excuse me.

          4                 I'm not sure if anyone in the Council

          5  has ever been exposed to have to deal with somebody

          6  who has full-blown AIDS and decides they have

          7  nothing to lose and are going to fight you hand,

          8  tooth and nails. So, I just want to say to you that

          9  it's a necessary thing for us to have.

         10                 MR. TUGGLE: Good afternoon. My name

         11  is Eric Tuggle, I'm a Parking Control Specialist

         12  under the Department of Transportation. I have been

         13  with the Department a little over ten years. I was

         14  on patrol, I wrote a ticket to a car that was in a

         15  "no parking anytime," the motorist came out, bashed

         16  in my window on me, punched me in the face, leaving

         17  a laceration to my face, knocked my tooth out, and

         18  causing a laceration to my back because I had my

         19  seat belt on at the time.

         20                 MR. MONTALBANO: Madam Chair, just to

         21  wrap it up, first of all, I'm Vincent Montalbano,

         22  I'm City Hall Legislative Representative to 237, and

         23  just to make sure that you know that this bill has

         24  been before the Council twice, it's been passed by

         25  the Council and the Legislature twice. The Governor,
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          2  as Pat Stryker said, has indicated in his veto

          3  message what needed to be corrected, and we've taken

          4  care of that, but I think you can see that these are

          5  titles, we represent uniformed personnel, who are

          6  given the responsibility, like other uniformed

          7  personnel, to enforce City laws and regulations.

          8  They put themselves on the line for that, they are

          9  entitled, if they get injured they are entitled to

         10  the same kind of benefits that others in that

         11  position are.

         12                 Thank you.

         13                 CHAIRPERSON BAEZ: Thank you very

         14  much.

         15                 Councilwoman Sears.

         16                 COUNCIL MEMBER SEARS: Thank you,

         17  Madam Chair. I just have a comment. You raised a

         18  question before, if anyone knows what it is to be

         19  with someone who has an infectious disease and they

         20  really don't have very much to care about.

         21                 You're quite right, because I fully

         22  understand what your comment. Somebody who has run a

         23  hospital, there is everything that you encounter in

         24  a hospital.

         25                 What's interesting is that, how you
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          2  come forward, and very few people really realize the

          3  hazards of peace officers, and I think maybe someone

          4  has to be in a hospital to understand the hazards of

          5  the role and the duties that you perform, and I can

          6  relate with the Taxi and Limousine because in my

          7  district we have an overabundance of illegal cabs,

          8  and when they do come out the peace officers have a

          9  horrendous time, and I've been witness to that, and

         10  violence does erupt and people do have weapons,

         11  whatever that may be and in what shape it may take,

         12  they do have that.

         13                 Hopefully this will get through the

         14  Council and we are doing something that is

         15  justified. It's really pathetic that in your role,

         16  first I'm hearing that you retire when you have that

         17  injury on the job with a third of their pension,

         18  that is really sad, and I certainly would encourage

         19  that this bill go forth.

         20                 Thank you, Madam Chair.

         21                 CHAIRPERSON BAEZ: Council Member

         22  McMahon.

         23                 COUNCIL MEMBER McMAHON: Thank you,

         24  Madam Chairwoman.

         25                 I want to thank you for coming again
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          2  and you have two very good advocates here, Mr.

          3  Montalbano and Ms. Stryker, bringing forth this

          4  important issue.

          5                 My question, is the Governor's only

          6  opposition to this the retroactivity of it?

          7                 MS. STRYKER: The Governor, in a

          8  meeting with him in December, the day after he

          9  vetoed it, the timing was awful, indicated that he

         10  would sign the bill if we took care of the

         11  retroactivity, and you are posing a good question,

         12  I'm trying to remember what else there was in there.

         13  Oh, I know. The person who testified here last year

         14  before the City stated that we would get a bigger

         15  benefit than the Police Department would receive.

         16                 COUNCIL MEMBER McMAHON: And they say

         17  that in their memo.

         18                 MR. STRYKER: Well, they didn't read

         19  the bill, or maybe -- I'm sorry, it's not accurate

         20  in that we put language in our bill saying that we

         21  would not receive a benefit greater than any police

         22  officer in the New York Police Department. So, the

         23  language was put in the new bill. We didn't agree

         24  with it, but we felt why should we make an issue out

         25  of it, so we put the language in, so the language is
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          2  there. It's taking care of the two major things that

          3  the Governor wanted. He said he would sign the bill.

          4                 COUNCIL MEMBER McMAHON: As it is now,

          5  the Police and the Fire Department are, if they're

          6  injured in the line of duty, they have a

          7  three-quarter disability, and the Sanitation soon to

          8  be corrected. Is there any other City agency or

          9  employees that have this, what you're asking for?

         10  Just for a point of information.

         11                 MS. STRYKER: My understanding is that

         12  Corrections has it.

         13                 COUNCIL MEMBER McMAHON: Corrections,

         14  okay.

         15                 MS. STRYKER: And I believe EMTs as

         16  well.

         17                 COUNCIL MEMBER McMAHON: Okay.

         18                 MS. STRYKER: Who work, I think

         19  they're employed by the Fire Department; is that

         20  right, the EMTs? Yes. They have it as well.

         21                 COUNCIL MEMBER McMAHON: So, this

         22  would in effect afford you the same protection that

         23  the other uniformed services have?

         24                 MS. STRYKER: Yes. As I said, we're

         25  not breaking new ground here. And our people do work
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          2  that's extremely dangerous, and they have fewer

          3  things to protect them, than obviously people who

          4  have a weapon.

          5                 COUNCIL MEMBER McMAHON: And the

          6  language then on the presumption with the HIV/AIDS

          7  infection, is that the same protection that the

          8  Police and Fire and Sanitation have?

          9                 MS. STRYKER: Exactly.

         10                 COUNCIL MEMBER McMAHON: Does

         11  Sanitation have that protection, as well?

         12                 MS. STRYKER: I don't know that that.

         13                 UNIDENTIFIED SPEAKER FROM AUDIENCE:

         14  No.

         15                 MS. STRYKER: No.

         16                 COUNCIL MEMBER McMAHON: They should.

         17                 MS. STRYKER: They should.

         18                 COUNCIL MEMBER McMAHON: All right.

         19  Thank you very much.

         20                 MS. STRYKER: Thank you.

         21                 CHAIRPERSON BAEZ: Just for the

         22  record, Council Members, we've received a memo in

         23  opposition from the Administration regarding SLR 52.

         24                 Thank you very much for your

         25  testimony and your patience today.
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          2                 MS. STRYKER: Thank you.

          3                 CHAIRPERSON BAEZ: We will now be

          4  discussing SLR 33, which we will be voting on.

          5                 Richard Yates, Office of Labor

          6  Relations. Mr. Bob Bishop, New York City Sanitation

          7  Association. Harry Nespoli and Peter Scarlatos.

          8                 All of you, please. Thank you.

          9                 Good afternoon. Mr. Yates, please.

         10  Okay, hi.

         11                 MR. YATES: Good afternoon. Thank you

         12  very much.

         13                 The City and Uniformed

         14  Sanitationmen's Association agreed in the last round

         15  of collective bargaining, or the current round,

         16  actually, to join support of legislation that would

         17  provide an accident disability retirement plan in

         18  NYCERS for Tier 3 and 4 members.

         19                 The cost of the plan and the design

         20  of the plan have been agreed to by the City and the

         21  union, and that was in conformance with our

         22  agreement to support appropriate legislation that

         23  would effectuate the benefit.

         24                 The union has provided funding for

         25  this benefit enhancements with the collective
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          2  bargaining agreement. Since that issue has been

          3  addressed and the design of the plan is satisfactory

          4  to us, and this has been arrived at in the context

          5  of the collective bargaining negotiations, the City

          6  stands behind its commitment to support the

          7  legislation.

          8                 Thank you.

          9                 CHAIRPERSON BAEZ: Okay.

         10                 Mr. Bishop.

         11                 MR. BISHOP: Hi. My name is Bob

         12  Bishop, I'm legislative representative of Sanitation

         13  Union. I'm joined by Peter Scarlotos, who is the

         14  president of the Union, and Harry Nespoli, who is

         15  the first vice president of the union.

         16                 I want to thank you very much for

         17  bringing this legislation forward. As has been

         18  mentioned, this is a result of collective bargaining

         19  with the City of New York, and I'd like to point out

         20  that this replaces a current program which is in

         21  effect now on an insurance basis, where the funding

         22  is now in jeopardy, so our past members have been

         23  getting the effective three-quarters disability

         24  funded through another mechanism, and this shifts

         25  the mechanism over to the retirement system.
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          2                 Without further ado, Harry, and Pete.

          3                 MR. NESPOLI: I just want to say thank

          4  you, because we've done everything we could do. Now

          5  it's up to you to help us and that's the only way it

          6  can get to Albany and we really need your help.

          7                 Thank you.

          8                 MR. SCARLOTOS: I'd like to say thank

          9  you, also, to everyone here today, in that it's a

         10  bill that's well needed for our members. Thank you

         11  very much.

         12                 CHAIRPERSON BAEZ: Any questions of my

         13  colleagues?

         14                 COUNCIL MEMBER McMAHON: Madam

         15  Chairwoman, I can't help it, I'm on a roll today,

         16  but I've got to ask you this.

         17                 I see he's listed. Have you actually

         18  met the Chief Actuary? Do you know who the Actuary

         19  is? Has somebody here met them?

         20                 MR. BISHOP: We've had the honor of

         21  meeting the Chief Actuary, and I would like to point

         22  out that the fiscal note is longer than the

         23  legislation.

         24                 COUNCIL MEMBER McMAHON: I understand.

         25                 And just a quick question, since
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          2  everybody wants to get out of here, why wasn't this

          3  ever done before? Is it just that's the way life

          4  was?

          5                 MR. SCARLATOS: It was done before. It

          6  was done, we were the first agency to receive it, in

          7  1975 with our layoffs legislation, with the City in

          8  a crisis, we lost it. They went up to Albany, they

          9  took it away from us. Other agencies have received

         10  it, we've been fighting ever since then to try to

         11  get it back, now it's before you right now.

         12                 COUNCIL MEMBER McMAHON: I'm frankly

         13  shocked to hear that it wasn't in place. I'm shocked

         14  to hear something every day here, but you know we're

         15  going to support it.

         16                 MR. NESPOLI: The reason it wasn't in

         17  place at that time, what we did, we worked something

         18  out with the City of New York in negotiations ten

         19  years ago, where they paid a benefit to the union,

         20  and our share, we incorporated that together, and we

         21  paid that to the people that got hurt.

         22                 Thank you.

         23                 CHAIRPERSON BAEZ: Council Member

         24  Monserrate.

         25                 COUNCIL MEMBER MONSERRATE: Thank you,
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          2  Madam Chair.

          3                 Maybe one of you gentlemen, or maybe

          4  perhaps the representative from the City can answer,

          5  prior to -- I guess right now there's no

          6  "three-quarters" law for Tier 3 and 4 members; is

          7  that correct?

          8                 MR. NESPOLI: Correct.

          9                 COUNCIL MEMBER MONSERRATE: So prior

         10  to today, if someone gets hurt in the line of duty,

         11  what was available to them?

         12                 MR. NESPOLI: One-third. He would

         13  receive one-third from the City, and since we

         14  incorporated a program with the City of New York,

         15  where in the first year, if it's approved, he would

         16  receive 50 percent, then 60 percent the second year,

         17  and then 75 percent the third year. That money is

         18  running out now, so what we've done today, we've

         19  incorporated our program with the City of New York,

         20  with negotiations, to send it into the NYCERS

         21  system. But he would receive one third, plus the

         22  money that is in the program.

         23                 MR. BISHOP: Just to touch on that

         24  program, that program was also negotiated in a

         25  contract, which means that we had to reach an
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          2  agreement on that particular money. And as you

          3  probably knew before, it's very difficult to get

          4  money out of the City of New York.

          5                 COUNCIL MEMBER MONSERRATE: And then

          6  my second question is -- well, there's actually two

          7  questions; the first one is, how many people on

          8  average are we talking about? You know, basically

          9  how many people on average have gotten injured in

         10  the last five, ten years, and how many of them rise

         11  to the level of permanent disabilities incurred

         12  during service of duty?

         13                 MR. NESPOLI: It's approximately 13

         14  people a year. In the last ten years, we had

         15  approximately 143 people that are on the program now

         16  that are getting the benefit from the union and the

         17  City of New York.

         18                 COUNCIL MEMBER MONSERRATE: Okay, and

         19  does anyone have a projected price tag? Or am I

         20  asking the wrong panel?

         21                 MR. BISHOP: With regard to the price,

         22  the fiscal note is pretty explicit. As it affects

         23  NYCERS, there's a $6 million cost which will be

         24  absorbed by the asset cushion so that no extra

         25  contribution will be asked for by the City. However,
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          2  if you take the total cost, which is a concept that

          3  was being developed earlier, this is replacing a

          4  program, an insurance program that's currently

          5  paying for the same benefit. So, the total cost

          6  comes down to be much less.

          7                 MR. YATES: The cost that was

          8  estimated by the Actuary has been converted into a

          9  collective bargaining charge, and that amount has

         10  been assessed against available monies that the

         11  union had to spend in this round of bargaining so

         12  it's fully funded, based on the costs that we agreed

         13  to jointly after the Actuary's work was done, and

         14  the legislation that was drafted by the Law

         15  Department is consistent with what we agreed to

         16  support. So, in all respects, the entire package is

         17  something that we mutually came to agree to, and

         18  which we are committed to support today. So, the

         19  cost has been covered by the unions agreeing to fund

         20  it through its collective bargaining funds that are

         21  available.

         22                 COUNCIL MEMBER MONSERRATE: Okay,

         23  thank you.

         24                 CHAIRPERSON BAEZ: Council Member

         25  Sears.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            132

          1  STATE AND FEDERAL LEGISLATION

          2                 COUNCIL MEMBER SEARS: Just a quick

          3  question, and it's really not related to this but

          4  ultimately it could be.

          5                 Are you covered the same as the

          6  others, whether some of your employees get stuck

          7  with needles and become infected, what kind of

          8  coverage do you have for that?

          9                 MR. BISHOP: What we have, if the

         10  member can prove that he was stuck by the needle, or

         11  whatever occurred while working, it's a third.

         12                 What we're looking for now is the

         13  three-quarter bill, which while working, if got

         14  injured in any way.

         15                 COUNCIL MEMBER SEARS: Okay, but

         16  that's not on the presumption that they received it

         17  on duty, as have been in previous testimonies,

         18  that's what I'm really asking.

         19                 You don't?

         20                 MR. BISHOP: Under current law there

         21  is no presumption that if one of our members

         22  contracts HIV or something like that, that it's job

         23  related, we would have to affirmatively show that.

         24  So, if we could show that there's a needle puncture,

         25  and that there's subsequent blood tests and so on,
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          2  we can qualify for the disability, but it's not a

          3  presumption, as within that legislation that was

          4  discussed earlier.

          5                 COUNCIL MEMBER SEARS: Okay, I'll have

          6  to speak to the chair about that and carry this

          7  further.

          8                 Thank you. Because you should. You

          9  should.

         10                 CHAIRPERSON BAEZ: Any other questions

         11  for my colleagues?

         12                 No. Okay, thank you very much for

         13  your patience and your testimony.

         14                 Mr. North, do you have anything to

         15  say regarding --

         16                 MR. NORTH: No.

         17                 CHAIRPERSON BAEZ: No? Okay, thank

         18  you.

         19                 Thank you very much.

         20                 COUNCIL MEMBER McMAHON: Thank you.

         21                 CHAIRPERSON BAEZ: We will now be

         22  voting on SLR 33, and I urge my colleagues to please

         23  vote yes on this SLR.

         24                 Thank you.

         25                 COUNCIL CLERK: Baez.
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          2                 CHAIRPERSON BAEZ: Aye.

          3                 COUNCIL CLERK: Dilan.

          4                 COUNCIL MEMBER DILAN: Yes.

          5                 COUNCIL CLERK: Fidler.

          6                 COUNCIL MEMBER FIDLER: Yes.

          7                 COUNCIL CLERK: McMahon.

          8                 COUNCIL MEMBER McMAHON: Yes.

          9                 COUNCIL CLERK: Monserrate.

         10                 COUNCIL MEMBER MONSERRATE: Aye.

         11                 COUNCIL CLERK: Sears.

         12                 COUNCIL MEMBER SEARS: Yes.

         13                 COUNCIL CLERK: Golden.

         14                 COUNCIL MEMBER GOLDEN: May I be

         15  excused to talk about my vote?

         16                 Congratulations, I vote aye.

         17                 COUNCIL CLERK: The vote is seven in

         18  the affirmative, zero in the negative and no

         19  abstentions. The item is adopted. Please sign the

         20  report sheet before you leave.

         21                 MR. CARAS: The vote is open for the

         22  people who are next door.

         23                 CHAIRPERSON BAEZ: The meeting is now

         24  adjourned. Thank you.

         25                 (Hearing concluded at 1:20 p.m.)
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