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STATE OF NEW YORK

7226

2023- 2024 Regul ar Sessi ons

| N SENATE

May 18, 2023

Introduced by Sen. MANNION -- read twice and ordered printed, and when
printed to be conmitted to the Cormittee on Civil Service and Pensions

AN ACT to anmend the retirenent and social security law, in relation to
establishing a deferred retirenent option plan for certain enpl oyees
of the department of corrections and community supervision and the
of fice of mental health

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

Section 1. The retirenment and social security law is anmended by addi ng
a new article 14-Cto read as foll ows:

ARTICLE 14-C
DEFERRED RETI REMENT OPTI ON PLANS

Section 570. Deferred retirenent option plan payable to certain person-
nel
8 570. Deferred retirenent option plan payable to certain personnel

a. Deferred retirenent option plan. The deferred retirenent option plan
(hereinafter referred to as "DROP") is a retirenent plan under which an
eligible nenber nay elect to participate, deferring receipt of retire-
nment benefits while continuing enploynent with the departnent of
corrections and community supervision or the office of nental health.
For the purposes of this section, "eligible nenbers" shall nean any
nenbers of the security services collective bargaining unit holding a
title defined in subdivision i of section eighty-nine of this chapter.
Upon comencenent of the DROP period, the eligible nenber's nonthly
retirement benefit without optional nodification shall be calculated and
fixed as if the date of retirenent was the effective date of entry into
the DROP. Upon conpletion of the DROP period, the eligible nmenber may
elect an optional form of paynent and shall receive such calculated and
fixed nonthly retirenent benefit as adjusted for optional nodification

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is oldlawto be omtted.
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if the menber so chooses plus an actuarially determ ned |unp sum benefit
as provided in subdivision d of this section.

b. Participation in DROP. Any eligible nmenber who is enployed by the
departnent of corrections and community supervision or the office of
nental health and qualifies to retire by virtue of having conpleted
twenty-five vears of total creditable service without regard to age nmay
elect to participate in DROP.

c. Election in DROP. Such election shall be made on a form supplied by
the retirenent system and may be for any period of tine not less than
twelve nonths or nore than sixty nonths in duration. Any eligible nenber

who elects to participate in DROP pursuant to this article shall be
considered retired, even if enploynent continues, except for retirenent
system pur poses which shall consider the eligible nmenber's date of

retirement the day following the expiration of the DROP period. Upon
expiration of the time period selected by the eligible nenber, such
nenber's participation in DROP shall term nate

d. Benefits payable under DROP. (1) FEffective as of the date of
participation in DROP, the eligible nenber's nornmal service retirenent
benefit shall be calculated and fixed, using creditable service and
final average salary as if the effective date of retirenment was the date
of entry into DROP. In addition to such normal service retirenent bene-
fit, the eligible nenber shall receive an actuarially determ ned |unp
sum benefit which shall be equal to the difference between the actuarial
present value of the pension benefit w thout optional nodification which
the eligible nenber would have received had he or she not opted to
participate in DROP and retired on the date the DROP period terninated,
and the actuarial present value of the pension benefit without optional
nodi fication which the eligible nenber would have received had he or she
retired upon commencenent of the DROP. The nortality and interest rates
used in determ ning actuarial equivalence shall be those in effect for
this purpose on the date the DROP period term nates. The eligible nenber
shall, however, elect his or her actual nmethod of paynent of the |unp
sum benefit as provided in subdivision e of this section at the
conpletion of the DROP peri od.

(2) If the eligible nmenber 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. Inlieu 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 nenber during the DROP
period shall be considered in calculating the eligible nenber's death
benefit.

(3) If the eligible menber is approved for disability benefits
provided by this chapter during the DROP period, the eligible nenber
shall be treated as if such DROP election did not exist. In lieu 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 nmenber 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 nornal 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.
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(5) If an eligible nenber rennins enployed after his or her partic-
ipation in DROP is termi 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 nake a DROP election 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
may 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. (1) At the conclusion of the nenber's partic-
ipation in DROP, the retirement systemshall pay the deferred service
retirement benefits in one of the following nethods as elected by the
nenber :

(i) Lunp sum All accrued DROP benefits, plus interest. less wthhold-
ing as required by the Internal Revenue Service, shall be paid to the
DROP participant or eligible beneficiary or as otherwise determ ned by
operation of |aw

(ii) Direct rollover. Al accrued DROP benefits, plus interest., shal
be paid fromthe retirenment systemto a custodian of an eligible retire-
nent plan or other eligible plan or account as provided pursuant to the
I nternal Revenue Code as directed by the menber or eligible beneficiary;
or

(iii) 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 renaining DROP benefits
nmay be rolled over as otherwi se pernitted by the Internal Revenue Code.

(2) The nethods of paynment provided by this subdivision shall conply
with the mMmninumdistribution requirenents of the Internal Revenue Code.

f. Regulations. The conptroller shall prescribe such reqgulations as
may be required for the effective adnmnistration and inplenentation of
the provisions of this section.

8§ 2. The past service costs attributable to the inplenentation of this
act shall be paid by the state of New York and rmay be paid in five annu-
al installnments commencing with the fiscal year ending in 2023.

8 3. This act shall take effect inmmediately.

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

This bill would allow nenbers enployed by the depart nent of
corrections and community supervision (DOCCS) or the office of nental
health (OvH) who are covered under a twenty five-year retirenent plan to
elect to participate in a cost neutral Deferred Retirenent Option Plan
(DROP), deferring receipt of retirenment benefits while continuing their
current enploynent. The features of this DROP are:

1. Menbers may elect to participate in the DROP upon the attai nment of
retirenment eligibility.

2. The service retirenent benefit shall be fixed at the comencenent
of DROP participation.

3. The New York State and Local Enpl oyees' Retirenent System ( NYSLERS)
shall consider DROP participants active nenbers, and annual enpl oyer
contributions shall continue to be nmade on behal f of such nenbers.

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 scheduled DROP term nati on date, such nenber shall forfeit all DROP
benefits, and shall be treated as though there were no DROP el ecti on.
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5. If an affected nenber should die or becone disabled during the DROP
period, such nenber would be treated as though there were no DROP
el ection.

6. Upon termnation from DROP, such participants shall begin to
receive their previously deternined pensions with optional nodification.
They shall also receive a | unp sum paynent which will be calculated as
the present value of the pension which woul d have been payable at the
term nation of DROP had DROP not been el ected, reduced by the present
val ue of the pension which would have been payabl e at the commencenent
of DROP.

Section 212 of the Retirenent 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 retirenment benefits for up to 5
years.

If this bill is enacted during the 2023 | egislative session, insofar
as this proposal disrupts the usual pattern and tim ng of enpl oyee turn-
over (that is, if menbers retire earlier than assuned), shifts in nenber
behavi or coul d generate | osses that increase the average billing rate in
the 25-year service-based plans for DOCCS and OWH from 17. 0% to 25.4%
The actual increase in billing rates for these nmenbers will depend upon
menber utilization, with the rates above representing an upper nmaxi num

Further, we anticipate administrative costs to i mpl emrent t he
provisions of this |egislation.

The nunber of nenbers who could be affected by this |egislation cannot
be readily determined, but all 19,272 nenbers enpl oyed by DOCCs or OWH
and covered by a 25-year retirenment plan would be eligible.

Summary of rel evant resources:

Menbership data as of March 31, 2022 was used in neasuring 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 Di scl osures are found in the March 31, 2022
New York State and Local Retirenent System Financial Statenments and
Suppl enentary | nformation

I am a nenber of the American Acadeny of Actuaries and neet the Qali -
fication Standards to render the actuarial opinion contained herein.

This fiscal note does not constitute a |l egal 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 My 18, 2023, and intended for use only during
the 2023 Legislative Session, is Fiscal Note No. 2023-164, prepared by
the Actuary for the New York State and Local Retirenent System




