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The Council of the City of New York

Finance Division

Haeda Mihaltses, Director

Fiscal Impact Statement

SLR  No.: Preconsidered (S.8099 & A.11383)

Committee:
State and Federal Legislation

Sponsor: Council Member Rivera


Title: AN ACT to amend the Administrative Code of the City of New York, in relation to the rate of regular interest used in the actuarial valuation of liabilities for the purpose of calculating contributions to the New York city employees= retirement system, the New York city teachers= retirement system, the police pension fund, subchapter two, the fire department pension fund, subchapter two and the board of education retirement system of such city by public employers and other obligors required to make employer contributions to such retirement systems, the making of contributions to such retirement systems by such public employers and other obligors, including contributions for the purpose of amortizing certain unfunded accrued liabilities of such retirement systems, and the crediting of special interest and additional interest to members of such retirement systems, and the allowance of supplementary interest on the funds of such retirement systems; to repeal paragraph one of subdivision k of section 13-638.2 of such code and subdivision 1 of such section, relating to certain funding adjustments where actuarial assumptions are changed; and to amend the education law, in relation to employer contributions to the board of education retirement system of such city.

Summary of Legislation: This proposed law would change the statutory rate of interest from 8.75% to 8% for the five pension systems in the City of New York. This is the rate used in valuing retirement system liabilities for the purposes of computing the amount of employer contributions. The bill also reestablishes the remaining unfunded accrued liabilities (UAL) and the balance sheet liability (BSL) which when recalculated would be eliminated for every pension system except the Fire pension system. In addition no UAL  will be permitted to be less than zero and if any future variable supplement funds are created they must be amortized as an unfunded liability. Also all investment expenses must be reimbursed by the participating employers no later than the end of the following fiscal year, rather than having this investment cost spread over the working lifetimes of the current workforce as is now done in including these expenses through normal contributions. 

Effective Date:
This legislation is deemed to be in effect on June 30, 1999.

Fiscal Year In Which Full Fiscal Impact Anticipated: 2000


Fiscal Impact Statement:

Effective FY00
FY Succeeding 

Effective FY01
Full Fiscal 

Impact FY00

Revenues (+)
0
0
0

Expenditures(-)
($558.6 mil.)
($280 mil.)
($558.6 mil.)

Net
($558.6 mil.)
($280 mil.)
($558.6 mil.)

Impact on Revenues: 
There would be no impact on revenues to the City of New York as a result of this legislation.
Impact on expenditures: 
There would be a reduction in pension contributions for the City of New York of approximately $559 million in fiscal year 2000 and approximately $280 million in fiscal 2001 as a result of savings associated with a Amarket value restart@ valuation of the pension assets. These savings more than offset  the costs resulting from this legislation. Although not part of this legislation the Amarket value restart@ is part of the Actuary=s recommendation package which was approved or will soon be  approved by the board of trustees of each of the pension systems and as a result are included in this fiscal note.  

Source of Funds To Cover Estimated Costs:
General Fund


Source of Information:

City Council Finance Division

Estimate Prepared By: 

Frank Tramontano, Deputy Director

City Council Finance Division





Date Submitted to Council:
June 13, 2000

FIS History:
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