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T H E  C O U N C I L

REPORT OF THE HUMAN SERVICES DIVISION

Catherine Torres, Director and Deputy Chief of Staff

COMMITTEE ON STATE AND FEDERAL LEGISLATION
MAYOR’S MESSAGE 612:

By: The Mayor

S. 5029
By: Velella

A. 7165 
By: Abbate

TITLE:
AN ACT to amend the administrative code of the city of New York, in relation to ensuring that the New York City employees’ retirement system, the New York City Police Pension Fund, subchapter 2, the New York City Fire Department Pension Fund, subchapter 2, the New York City teachers’ retirement system and the New York City board of education retirement system are in compliance with sections 401(a)(2) and 401 (a)(9) of the Internal Revenue Code

PROPOSED LEGISLATION:
This legislation would amend the New York City Administrative Code to add two provisions to the laws governing the City’s pension systems. Such provisions would explicitly require the five City pension systems to comply with the federal Internal Revenue Code (IRC) provisions concerning exclusive benefits and minimum required distributions. 

According to the Mayor’s Memorandum in Support (MIS), in the late 1980s, in return for the transfer of monies from the Police and Fire pension funds to the City, the City agreed to support certain defined benefits plans or variable supplements funds for eligible retirees of these funds, which were subsequently created.  These transactions were examined by the Internal Revenue Service (IRS), which concluded that the transfers of money from the variable supplement funds to the City violated the IRS’s exclusive benefit rule --- that pension funds not be diverted to any purpose other than for the exclusive benefit of members and their beneficiaries.  In return for a waiver of penalties by the IRS, the City agreed to submit amendments to its pension laws to the State Legislature that would preclude such impermissible transactions in the future. 

During the examination by the IRS, according to the MIS, an unrelated matter arose that was resolved by the City, whereby the City agreed to incorporate the IRC rule regarding minimum required distributions, into the amendments to its pension laws that the City would propose to the State Legislature.  The major provisions of this IRS rule essentially require that distribution of pension benefits commence no later than a specified period following the later of a member’s retirement date or age 70 ½, and that the member’s interest be distributed within his or her lifetime and that of any designated beneficiary.

According to the MIS, the City is already required to be in substantial compliance with these rules, and the terms of these amendments are already required to be included in the plan of any qualified retirement system.  Therefore, this legislation adds no new obligations on the City or its pension funds.   

FISCAL IMPLICATIONS:
See Council Finance Division fiscal impact statement.

EFFECTIVE DATE:


This legislation would take effect immediately. 
