8§ 517. Annuity reserve fund; pension accunulation fund. 1. The annuity
reserve fund shall be the fund fromwhich shall be paid all annuities
and all benefits in |ieu of annuities.

2. The pension accurul ation fund shall be the fund in which shall be
accunul ated all reserves for the paynent of all benefits with the
exception of the annuities provided by the accunul ated contri butions of
menbers, and with the exception of supplenental retirenent allowances
payabl e i n accordance with section five hundred thirty-two of this
chapter. Contributions to and paynents fromthe pension accunul ati on
fund shall be nmade as foll ows:

a. On account of each teacher who is a nenber of the retirenent system
there shall be paid annually into the pension accunul ation fund by
enpl oyers, a certain percentage of the earnabl e conpensation of each of
such nenbers of the retirenment systemto be known as the "normal
contribution"” and a further percentage known as the "deficiency
contribution.” The rates per centum of such contributions shall be fixed
on the basis of the liabilities of the retirenent systemas shown by
actuarial val uations.

b. On the basis of regular interest and of such nortality and ot her
tabl es as shall be adopted by the retirement board, the actuary engaged
by the retirenent board to make each valuation required by this article
during the period over which the deficiency contribution is payable,

i mmedi ately after maki ng such val uation, shall determ ne the uniform and
constant percentage of the earnable conpensation of the average new
entrant, who is a contributor, which if contributed on the basis of the
conpensati on of such contributor throughout his entire period of active
service, would be sufficient to provide for the paynment of a death
benefit payable on his account and to provide at the tine of his
retirement the total anount of his pension reserve. The rate per centum
so determ ned shall be known as the "normal contribution"” rate. After
the deficiency contribution has ceased to be payable, the nornal
contribution shall be the rate per centum of the earnable salary of al
contributors obtained by deducting fromthe total liabilities of the
pensi on fund the anount of the funds in hand to the credit of that fund



and dividing the remai nder by one per centum of the present value of the
prospective future salaries of all contributors as conputed on the basis
of the nortality and service tables adopted by the retirenment board and
on the basis of regular interest. The normal rate of contribution shal
be determ ned by the actuary after each valuation and shall continue in
force until a new valuation and certification.

c. The actuary engaged by the retirenent board shall conmpute the rate
per centum of the total conpensation of all contributors during the
precedi ng school year which is equivalent to four per centum of the
anount of the total pension liability on account of all contributors and
beneficiari es not dischargeable by the aforesaid normal contribution
made on account of such contributors during the renai nder of their
active service. The contribution derived by deductions at the rate per
centum so determned or at a rate increased therefrom as hereinafter
provi ded shall be known as the "deficiency contribution.” On the basis
of the actuarial valuation as of the thirtieth day of June, nineteen
hundred fifty-seven, the actuary shall determ ne the anmount of the
pension liability which is not dischargeable by the funds in hand and
the present value of the nornmal and deficiency contributions otherw se
payabl e. Such pension liability shall be known as the speci al
deficiency. The actuary shall determ ne the annual paynent which if nade
in each fiscal year conmencing with the year beginning the first day of
July, nineteen hundred fifty-eight, for a period of thirty years wll
provi de for such special deficiency and the per centum of the total
conpensation of all contributors during the precedi ng school year which
i s equival ent to such annual paynent shall be known as the speci al
deficiency contribution rate. Notw thstandi ng anything to the contrary
in this chapter, the special deficiency contribution rate for use in
determ ning the annual paynents to be nade in each fiscal year
comencing with the year beginning with the first day of July, nineteen
hundred sixty, shall be increased to |iquidate the total unfunded
speci al deficiency adjusted to include the prospective deficit in the
annuity reserve fund as shown by the valuation as of the thirtieth day
of June, nineteen hundred fifty-nine in the period originally set, and
until the special deficiency so increased has been |iquidated an annual
contribution at the increased special deficiency rate but not |ess than



t he annual paynent determ ned on the basis of the valuation as of the
thirtieth day of June, nineteen hundred fifty-nine, shall be nade by
enployers in addition to the regular normal and deficiency
contributions.

d. The total anount payable annually by all enployers into the pension
accurul ati on fund shall be certified by the retirenent board to the
commi ssi oner of education and such anount shall equal the sum of the
rates per centum known as the nornmal contribution rate and the
deficiency contribution rate of the total conpensation earnable by al
contributors during the precedi ng school year, provided that the anount
of each annual deficiency contribution shall be at |east three per
centum greater than the precedi ng annual paynment. The aggregate of al
such paynents by enpl oyers shall be sufficient, when conbined with the
anounts in the pension accunul ation fund, to provide the pensions
payabl e out of the fund during the year then current, and if not, the
addi ti onal anount so required shall be collected by neans of an
i ncreased contribution which shall continue in force for the period of
one year, anything to the contrary notw t hstandi ng.

e. The deficiency contribution shall be discontinued as soon as the
accunul ated reserve in the pension accunul ation fund shall equal the
present value, as actuarially conputed and approved by the retirenent
board, of the total liability of such fund | ess the present val ue,
conputed on the basis of the normal contribution rate then in force, of
the normal contributions to be received on account of teachers who are
at that tinme contributors.

f. Any other provision of law to the contrary notw t hst andi ng,
begi nning with the valuation for the fiscal year ending June thirtieth,
ni net een hundred seventy, the actuarial valuation of the liabilities,
requi red by subdivision five of section five hundred eight of this
article, shall be nmade on the foll ow ng basis:

1. On the basis of the valuation rate of interest and of such
nortality and other tables as have been adopted by the retirenent board,
the actuary shall determ ne, as of June thirtieth, nineteen hundred



seventy, the additional accrued liability which exists as of that date,
on account of service rendered prior to that date, by reason of

| egi sl ati on enacted during the years nineteen hundred sixty-eight,

ni net een hundred si xty-nine and ni neteen hundred seventy, affecting
article el even of the education |aw. The actuary shall then determ ne a
schedul e of annual contributions which will anortize such additi onal
accrued liability and interest thereon over a period of twenty-five
years. Such interest shall be at the rate of four and one-half per cent
during the first ten years beginning July first, nineteen hundred
seventy and at the rate of four per cent thereafter, conpounded

annual ly. Each contribution after the first shall equal one hundred four
per cent of the preceding contribution. Each year, the actuary shal
determne a rate of contribution which is equivalent to the anmount of
the contribution next due in accordance with the aforesaid schedul e.
However, in no event shall such rate of contribution be |ess than the
rate of contribution determned in the first year in accordance with the
provi sions of this subdivision. The anmount of the contribution produced
by such rate which is in excess of the anpbunt required according to the
af oresai d schedul e shall be added to the contingency reserve. Such
contingency reserve shall be nmaintained in the pension accurul ation fund
for the purpose of providing for such future strengthening of the
retirement system's reserve basis as the retirenent board, upon the
recommendation of its actuary, deens appropriate.

2. On the basis of the valuation rate of interest and of such
nortality and other tables as have been adopted by the retirenent board,
the actuary shall conpute the rate of nornmal contribution in the

foll owi ng manner. Fromthe total actuarial liabilities as of each
val uation date, there shall be deducted the sumof the funds in hand and
the present value of the remaining contributions still to be paid under

t he provisions of sub-paragraph one of this paragraph. The renai nder
shal | be divided by one per cent of the present value of the prospective
future salaries of all nmenbers of the system to obtain the rate of
normal contribution.

3. Notwi thstanding any other provision of law to the contrary, for
contributions determ ned on the basis of the June thirtieth, nineteen



hundr ed si xty-ei ght valuati on and subsequent annual val uations, the
paynment of enployer contributions pursuant to section five hundred nine
of this article shall be discontinued and the |unp sum actuarial cost
attributable to the purchase of prior service, as authorized therein,
shall be included in the actuarial liabilities used for the

determ nation of the rate of normal contribution.

4. The retirenent board is hereby enpowered to re-establish enployer
contribution rates based upon the annual valuation as of June thirtieth,
ni net een hundred si xty-eight.

g. Al pensions with the exception of those payable to new entrants
shall be paid fromthe pension accurnul ation fund and benefits provi ded
under section five hundred twel ve, subdivision b, paragraph two and
section five hundred fourteen shall be paid fromthe pension
accunul ati on fund.

h. Upon the retirenent of a new entrant, an anmount equal to his
pensi on reserve shall be transferred fromthe pension accunul ati on fund
to the pension reserve fund.

i. The retirenment board fromtime to tinme shall transfer fromthe
pensi on accurul ation fund to the annuity reserve fund such anounts as
are necessary under this article.



