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	The Council of the City of New York

Finance Division

Michael Keogh, Director

Fiscal Impact Statement
M–131 (S 7840 & A 10470)           

Committee:
State and Federal Legislation



	Summary of Legislation: This bill would continue the current 8% per annum statutory rate of interest used by the New York City Employees` Retirement System, Teachers` Retirement System, Board of Education Retirement System, Police Pension Fund and Fire Department Pension Fund in valuing retirement system liabilities for the purpose or computing the amount of employer contributions to those systems. The 8% valuation rate would remain in effect with respect to employer contributions due for each fiscal year through fiscal year 2008-2009.

The bill also would establish a one-year lag methodology for the purpose of computing employer contributions to the five City retirement systems. Under current law, employer contributions are based on a valuation of retirement system liabilities and assets as of the June thirtieth which immediately precedes the fiscal year in which the employer contributions are to be paid to the system.  Under the one-year lag methodology, employer contributions would be based on a valuation of liabilities and assets as of the second June thirtieth which precedes the fiscal year in which employer contributions are to be paid to the system. The new methodology would be effective with respect to employer contributions for fiscal year 2005-2006 and, in accordance with that methodology, the employer contributions for that fiscal year would be based on a June 30, 2004 valuation. In conjunction with the one-year lag methodology,

investment and administrative expenses which are paid from retirement system assets would be recovered with interest through employer contributions to the systems in the second fiscal year following the fiscal year in which such expenses were paid. Under current law, such expenditures are recovered with interest through employer contributions in the fiscal year immediately following the expenditures.

The bill also would eliminate the current 10-year phase-in established by Chapter 278 of the Laws of 2002 for funding the actuarial liabilities attributable to cost-of-living adjustments ("COLAs") payable to eligible retirees of the City retirement systems pursuant to Chapter 125 of the Laws of 2000. Beginning with fiscal year 2005-2006, the actuarial liabilities attributable to the COLAs would be funded through annual normal employer contributions.



	Effective Date:  This legislation shall take effect immediately.



	Fiscal Year In Which Full Fiscal Impact Anticipated: Fiscal 2006



	Fiscal Impact Statement:

Effective FY06

FY Succeeding

Effective FY07

Full Fiscal

Impact FY06

Revenues (+)

$0

$0

$0

Expenditures (-)

($924,000,000)

($567,000,000)

($924,000,000)

Net

 ($924,000,000)

($567,000,000)

($924,000,000)



	Impact on Revenues:  There would be no impact on revenues resulting from the enactment of this legislation


	Impact on Expenditures: This legislation provides substantial savings by reducing the City’ contribution to the retirement systems covered by this bill while also providing less uncertainty and better budgeting with regards to adjusting contributions resulting from changing market conditions and actuarial assumptions. 


	Source of Funds To Cover Estimated Costs:
  N/A



	Source of Information:
The New York City Council Finance Division



	`Estimate Prepared By:       Pablo Zangerle, Deputy Director, Revenue 

                                                    City Council Finance Division.  

                                               

	FIS History: This is a new bill 


	Date Submitted to Council: May 24, 2006
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