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STATE OF NEW YORK

5737

2023- 2024 Regul ar Sessi ons

| N ASSEMBLY

March 23, 2023

Introduced by M of A WALLACE, BUTTENSCHON -- read once and referred to
the Committee on Governnental Enpl oyees

AN ACT to amend the retirenent and social security law, in relation to
enacting the "State Police Retention act"

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Short title. This act shall be known and may be cited as
the "State Police Retention act”.

8§ 2. Legislative findings. Front 1line public enployees have faced
unprecedented adverse health effects as the result of enpl oyer nandates
to require state police officers to remain on-duty and physically pres-
ent at their work |locations during the deadly COVI D-19 pandem c. These
crucial public enmployees nmandated to continue conducting cruci al
services to the public during the nost deadly period of the COVID 19
pandemni ¢ di spl ayed exenplary service, while often at a health detrinent
to the enployee and their fanmily. Prior to the state mandati ng worker
quarantines, state police officers were already on the front lines of
the pandem c transporting crucial medical supplies, test kits as well as
COVID- 19 sanples throughout the state to |laboratories established to
test suspected COVID 19 submissions in order to gain an early foothold
in statewide treatnent protocols. Besides the strenuous work they
al ready perform additional duties as part of the early tracking, trans-
porting and testing of COVID 19 sanples has resulted in a large contin-
gent of state police officers to retire earlier than expected and thus
reduced overall nmanpower allotnents that does not keep up with rmandated
duty requirements. This legislation offers an inducenent to retain our
nost val ued senior state police officers while affording nore tinme to
hire, train and depl oy replaced public enpl oyees.

8§ 3. The retirenent and social security law is anmended by addi ng a new
section 381-c to read as foll ows:

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted
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381-c. Deferred retirenent option plan payable to nenbers and offi -
cers of the division of state police. a. Deferred retirenent option
pl an. Deferred retirenent option plan, (hereinafter referred to as
"DROP"), is a retirenent plan under which an eligible nenber may elect
to participate, deferring receipt of retirenment benefits while continu-
ing enploynent with the division of state police. For the purposes of
this section, an "eligible nmenber" is any nenber or officer enployed by
the division of state police. During the period of continued enploynent,
the eligible nenber's nonthly retirenent benefit shall be deferred and
held by the retirenent systemon behalf of the nmenber plus interest at
an effective rate of one and one-half percent for the specific period of
participation in DROP as provided in subdivision ¢ of this section. Upon
conpletion of the DROP period, the eligible nenber shall receive the
total ampbunt of retirenent benefits deferred under DROP without optiona
nodification as permtted by subdivisions d and e of this section and
shall begin to receive the previously deternm ned nornal service retire-
ment benefit with optional nodification as further provided in subdivi-
sion d of this section.

b. Participation in DROP. Any eligible nenber who is currently
enpl oyed by the division of state police and qualifies to retire pursu-
ant to section three hundred eighty-one-b of this title by reason of
conpleting twenty vears of creditable service nmay elect to participate
in DROP.

c. FElection in DROP. Such election shall be on a form prepared by the
conptroller and nmay be for any period of tinme not less than twelve
nonths or nore than sixty nonths duration. Any nenber who elects to
participate in DROP shall be considered retired on the day follow ng the
expiration of the DROP period, provided, however, that all |oans and
excess contributions shall be resolved by the date of entry into DROP
and no additional |oans or excess contributions shall be permtted after
the date of entry into DROP. Upon expiration of the tine period sel ected
by the eligible nenber, such nenber's participation in DROP shall term -
nat e.

d. Benefits payable under DROP. (1) Effective with the date of partic-
ipation in DROP, the eligible menber's nornmal service retirenent benefit
shall be calculated, using creditable service and final average salary
as if the effective date of retirenent was the date of entry into DROP
The anount deferred pursuant to DROP shall be cal cul ated based upon the
eligible nenber's zero option retirenent allowance until such nenber has
obtained the applicable maxinum service retirenent |limt based upon
years of service. Any additional participation in DROP after a nenber
has obtained the maxinumservice retirenent limt based upon yvears of
service shall be cal cul ated based upon sixty percent of the nenber's
full annual retirenent allowance. In addition, for the purposes of this
section, the annual retirenent allowance for any nenber electing DROP
shall be calculated using a three-year final average salary as defined
el sewhere in this article. The eligible nenber shall, however, elect his
or her optional retirenent benefit at the conpletion of the DROP peri od.

(2) If the eligible nenber dies prior to conpletion of the period of
participation in DROP, the eligible nenber shall be treated as if such
DROP election did not exist. In lieu of the DROP paynent, a death bene-

fit shall be payable consistent with the terns of this chapter and al
salary and service reported for such eligible nmenber during the DROP
period shall be considered in calculating the eligible nmenber's death
benefit.
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(3) If the eligible nenber is approved for disability benefits
provided in this chapter during the DROP period, the eligible nenber
shall be treated as if the DROP election did not exist. Inlieu of the
DROP paynent. a disability retirenent benefit shall be payable consist-
ent with the terns of this chapter and all salary and service reported
for such eligible menber during the DROP period shall be considered in
calculating the eligible nmenber's disability retirenent benefit.

(4) If an eligible menber otherwise fails to conplete his or her peri-
od of service as elected pursuant to subdivision c of this section, the
eligible nenber shall be treated as if such DROP election did not exist.
In lieu of the DROP paynent, the nornmal service retirenent benefit shal
be payable consistent with the terns of this chapter and all salary and
service reported for such eligible nenber during the DROP period shal
be considered in calculating the eligible nenber's service retirenent
benefit.

(5) If an eligible nenber rennins enployed after his or her partic-
ipation in DROP is term nated, such nenber shall forfeit all DROP bene-
fits and continue enploynent as if such DROP election did not exist.
Such nenber shall then be eligible to elect DROP consistent with the
terns of this section.

(6) If an eligible nenber is approved for disability benefits after
benefits payable pursuant to DROP have been paid. the eligible nenber
nmay elect to receive the disability benefits in lieu of DROP benefits,
but such disability benefits shall be actuarially adjusted for any bene-
fits paid under DROP

e. Method of paynent. At the conclusion of the nenber's participation
in DROP, the retirenent systemshall pay the deferred service retirenent
benefits in one of the follow ng nmethods as el ected by the nenber:

(1) Lunp sum All accrued DROP benefits, plus interest. less withhold-
ing as required by the internal revenue service, shall be paid to the
DROP participant or eligible beneficiary or as otherwise determned by
operation of |aw

(2) Direct rollover: Al accrued DROP benefits, plus interest, shal
be paid fromthe retirenment system to a custodian of the eligible
retirement plan or other eligible plan or account as provided pursuant
to the internal revenue code as directed by the nenber or eligible bene-
ficiary;

(3) Partial lunp sum A portion of the DROP benefits shall be paid to
the DROP participant or eligible beneficiary, |less wthholding required
by the internal revenue service and the remaining DROP benefits nmay be
rolled over as otherwise pernitted by the internal revenue code.

For purposes of this subdivision, the term"eligible beneficiary" is
one who qualifies to rollover benefits froma qualified benefit plan or
account as provided by the internal revenue code. The forns of paynent
provided by this subdivision shall conply with the minimum distribution
requirenents of the internal revenue code.

f. Requlations. The conptroller shall prescribe such rules and requ-
lations as nay be necessary for the effective adninistration and inple-
nmentation of the provisions of this section.

8 4. This act shall take effect inmediately.

FI SCAL NOTE. - - Pursuant to Legislative Law, Section 50:

This bill would allow police officers enployed by the New York State
Division of State Police to elect to participate in a Deferred Retire-
ment Option Plan (DROP), deferring receipt of retirenent benefits while
continuing their current enploynment. The features of this DROP are:
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1. Menbers may elect to participate in the DROP upon the attai nment of
retirenent eligibility.

2. The service retirement benefit shall be the single life allowance
determ ned based on the service and final average salary at the
commencenent of DROP participation. However, once a nmenber's tota
service credit (including service during the DROP period) exceeds 32
years, the nonthly payment into the DROP account will be limted to 60%
of the single life allowance.

3. The New York State Police and Fire Retirement System (PFRS) shal
consi der DROP participants active nmenmbers, and annual enpl oyer contrib-
utions shall continue to be made by the State of New York to the PFRS on
behal f of such nemnbers.

4. The length of participation in the DROP nust be specified at the
time of election, and nay not be less than 1 year, nor exceed 5 years.
However, if the affected nenber should | eave enpl oynent before or after
the schedul ed DROP term nation date, such nmenmber shall forfeit all DROP
benefits, and shall be treated as though there were no DROP el ecti on.

5. During the DROP period, the nonthly pensions of such affected
menbers will be deferred and held by the PFRS on their behalf and shal
accrue interest at 1.5% Such account, with interest accunul ation, nust
be distributed in full at the end of the specified DROP period.

6. If an affected nenber should die or becone disabled during the DROP
period, such nmenber would be treated as though there were no DROP
el ection.

7. Upon term nation from DROP, such affected nenbers shall receive
their deferred paynents, and shall also begin to receive their previous-
Iy determ ned pensions.

Section 212 of the Retirenment and Social Security Law generally
prevents service retirees fromreceiving salaries of nore than $35, 000
for public enploynent before attaining age 65. This proposal would all ow
menbers to receive a full salary and retirenent benefits simultaneously
for up to 5 years.

The Partial Lunp Sum programcurrently all ows PFRS nenbers to receive
lunp sunms up to 25% of the present value of their pensions. In conbina-
tion with this proposal, an affected nenber could potentially receive a
lunp sum exceeding 65% of the present value of their pension. This
significantly reduces the value of ongoing pension paynents over the
menber's remaining lifetine.

If this bill is enacted during the 2023 legislative session, it is
estimated there woul d be an increase in the annual contributions for the
State of New York of approximately 1.4% of salary for the police offi-
cers enployed by the New York State Division of State Police

In addition to the annual contributions discussed above, there would
be past service costs which would depend on the current salary, age, and
I ength of service of the affected nenbers. It is estinated that the past
service cost per nenber woul d average approxi mately 75% of salary for
the affected nenbers. This past service cost of approxinmately $510
mllion will be borne by the State of New York as a one-tine paynent.
This estinate assunes that paynment will be nade on March 1, 2024.

If the anticipated retirenment experience of nmenbers who are eligible
for this benefit changes significantly in the future, there would be
addi tional increases in enployer costs.

This cost is based on 4,671 police officers enployed by the New York
State Division of State Police with an estimated total active salary for
fiscal year ending 2023 of $680 mllion.

Summary of rel evant resources:
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Menbership data as of March 31, 2022 was used in nmeasuring the inpact
of the proposed change, the same data used in the April 1, 2022 actuari -
al valuation. Distributions and other statistics can be found in the
2022 Report of the Actuary and the 2022 Annual Conprehensive Financial
Report.

The actuarial assunptions and nethods used are described in the 2020,
2021, and 2022 Annual Report to the Conptroller on Actuarial Assunp-
tions, and the Codes, Rules and Regul ations of the State of New York:
Audit and Control.

The Market Assets and GASB Disclosures are found in the March 31, 2022
New York State and Local Retirenent System Financial Statenments and
Suppl enentary | nformation.

This fiscal note does not constitute a legal opinion on the viability
of the proposed change nor is it intended to serve as a substitute for
the professional judgnent of an attorney.

This estimate, dated March 1, 2023, and intended for use only during
the 2023 Legislative Session, is Fiscal Note No. 2023-34, prepared by
the Actuary for the New York State and Local Retirenent System



