	[bookmark: _GoBack][image: ]

	THE COUNCIL OF THE CITY OF NEW YORK
FINANCE DIVISION
TANISHA EDWARDS, CFO AND DEPUTY CHIEF OF STAFF TO THE SPEAKER
RICHARD LEE, FINANCE DIVISION DIRECTOR
FISCAL IMPACT STATEMENT

PRECONSIDERED SLR S.7509 (Jackson)
                                     A.7668 (Pheffer Amato) 
                                                                                                            
COMMITTEE: State and Federal Legislation	

	
	SPONSOR(S): Abreu


TITLE: An act to amend the retirement and social security law, in relation to updating certain death benefit provisions of the New York City Employees' Retirement System, the New York City Teachers' Retirement System, and the Board of Education Retirement System of New York City to ensure continued compliance with the federal older workers' benefit protection act









SUMMARY OF LEGISLATION: This bill would ensure City compliance with the Federal Older Workers’ Benefit Protection Act (OWBPA).  

Currently, Tier 2, 3, and 4/6 Members in plans offered by the NYC Employees’ Retirement System, NYC Teachers’ Retirement System, and the Board of Education Retirement System are entitled to a Pre-Retirement Ordinary Death Benefit (PreODB) and a Post-Retirement Ordinary Death Benefit (PoODB).  The PreODB equals a member’s current pay multiplied by the number of service years, reduced by a scheduled percentage corresponding to a members’ age at the time of death. The reduction currently equals 0 percent for age 60 and younger, and increases by 5 percent for each year after 60, with a maximum rate of 50 percent at age 70 and older.  The PoODB equals to 10 percent of the PreODB that would have been payable had the member passed away on the earlier of the day before retirement or age 60.    

This bill would alter the PreODB and PoODB in order to ensure compliance with the OWBPA so that the actuarial cost to provide both benefits to older workers do not fall below the cost to provide the benefits to younger workers.  First, it would alter the PreODB reduction percentage, which would remain 0 percent for age 60 and younger, and 3 percent for every year after 60, with a maximum reduction of 30 percent. Second, the bill would alter the PoODB to equal the greater of the benefit payable under the current 10 percent provision, or the benefit payable had the member passed away the day before retirement.  

EFFECTIVE DATE: This bill would be effective immediately and be deemed to have been in force since July 1, 2021.







FISCAL YEAR IN WHICH FULL FISCAL IMPACT ANTICIPATED: Fiscal 2024
FISCAL IMPACT STATEMENT:

	

	Effective FY23

	FY Succeeding Effective FY24
	Full Fiscal Impact FY230

	Revenues
	$0
	$0
	$0

	Expenditures
	$0
	$27,200,000
	$28,500,000

	Net
	$0
	$27,200,000
	$28,500,000



IMPACT ON REVENUES: It is anticipated that there would be no impact on revenues as a result of this legislation. 

IMPACT ON EXPENDITURES: Additional City pension contributions associated with passing this bill were already accounted for in the June 30, 2020 actuarial valuations used to determine the Fiscal 2022 City contributions.  Updating the PreODB and PoODB resulted in an increase in the Present Value of Future Benefits of $223.7 million, which required the initial increase in Employer Contributions of $40 million in Fiscal 2022.  The $40 million consists of a level-dollar payment of $32.6 million and a $7.4 million payment to cover the increase in the normal cost to fund the pension system. The level-dollar payments will continue for the next 7 to 8 years depending on the pension fund, while the increase in the normal cost will continue in all years, and will scale up each year with member salaries.  The City paid 67 percent of the increased contributions in Fiscal 2022, and the Actuary assumes this ratio to remain constant in future years.  The continuation of the level-dollar payments, coupled with the scaling normal cost payments, would require an additional $27.2 million in City contributions in Fiscal 2024, growing to $28.5 million in Fiscal 2030. 
SOURCE OF FUNDS TO COVER ESTIMATED COSTS: General Fund

SOURCE OF INFORMATION: 		New York City Council Finance Division
					Fiscal Note 2023-55, Chief Actuary New York City Employees’ Retirement
					System, New York City Teachers’ Retirement System, and Board of 
					Education Retirement System of the City of New York
			          					                                                           		                        
ESTIMATE PREPARED BY:		Andrew Wilber, Principal Economist

ESTIMATE REVIEWED BY: 	Emre Edev, Deputy Director 
Kathleen Ahn, Finance Division Counsel
Jonathan Rosenberg, Managing Deputy Director

LEGISLATIVE HISTORY:  This bill will be considered by the Committee on State and Federal Legislation as a Preconsidered SLR on June 8, 2023. Upon successful vote by the Committee, the Preconsidered SLR will be introduced and submitted to the full Council for a vote on June 8, 2023. 

DATE PREPARED:  June 6, 2023




Preconsidered SLR S.7509 A.7668	Page 1
image1.png




