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Details emerge on new Tier VI pension proposal

by Jimmy Vielkind

March 15, 2012

There’s no official release and no bill text, but here’s what we’ve heard from various sources about the new changes proposed to the state pension system, known as Tier VI:

– It will not include a defined-contribution option, like a 401(k), for most workers. This provision drew considerable ire from organized labor groups — who are none-too-pleased with this deal, as you’ll read below — and probably came off the table several weeks ago. Sources said late Wednesday there would still be an option available for legislators and managers, but there was concern it would cost too much to administer.

– The vesting period for the new pension tier is the same as Tier V: 10 years.

– The minimum retirement age rises to 63 from 62. Gov. Andrew Cuomo, who has pushed this process, proposed 65.

– Under Cuomo’s proposal, employees would have to chip in between 4 percent and 6 percent of their salary, depending on pay grades, compared to the current 3 percent. This was softened, according to people familiar with the agreement, though the details are elusive. One source said the contribution was eliminated held steady at 3 percent for employees making less than $45,000, another told me a fourth band was added. The top rate of 6 percent kicks in over $100,000.

– The NYPD and FDNY are exempted. not subject to the higher contribution rates, and a source familiar with the bill says many components of their current pension tier don’t require changes to comport with changes to the regular, Employee Retirement System bargaining units. There are provisions in the bill that would adjust the way overtime is calculated.

– The “multiplier” for years of service used to calculate a final pension has been reduced. This calculates the percentage of your final average salary you get for each year of service that goes into your pension. A good explanation is here. In Tiers 3 and 4, you get 2 percent for each of the first 20 years, provided you make it to 20 years. Under the new plan, it’s 1.75 percent. If you retire before 20 years (in years 1-19) you get 1.66 percent per year.

This plan, apparently linked to avoid Cuomo’s veto on redistricting, was harshly criticized by labor leaders.

“It’s gotta be the biggest slap in the face of labor. It’s incredible,” said NYSUT Executive Vice President Andy Pallotta. “The governor has championed this and he wouldn’t let it go, so this is now something where national labor is focused on the Democratic governor of the state of New York.”

“You don’t have to look further than the New York State Capitol to find a governor who is anti-labor,” he said. “We were at the table until they decided to jam us with this.”

“They chose political protection for themselves over retirement security for thousands of working families across the state,” said Brian McDonnell, legislative and political director for the American Federation of State, County and Municipal Employees in New York.
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