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Introduced by Sens. MANNION, CHU, GALLIVAN, GRI FFO KENNEDY -- read
twice and ordered printed, and when printed to be conmtted to the

Conmittee on Civil Service and Pensions -- recoomitted to the Commit-
tee on Civil Service and Pensions in accordance with Senate Rule 6,
sec. 8 -- «conmittee discharged, bill anmended, ordered reprinted as

anended and reconmtted to said conmittee

AN ACT to anend the retirenent and social security law, in relation to
enacting the "police and fire enpl oyees 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 "police and fire enpl oyees retention act".

8 2. Legislative findings. Over the past several years, increased
wor kl oads on our police and fire enployees throughout the state has
resulted in a large reduction in personnel resources due to retirenent
and separation from service. The loss of talented and experienced
personnel in these inmportant job titles further results in a structura
deficit of experienced trainers for our next generation of dedicated
police and fire personnel actively entering their public service lives.
This legislation seeks to induce talented and experienced personnel to
remain in service to the public while allow ng their pension paynents to
be deferred during a specific period of time while they continue enploy-
nent .

8§ 3. The retirenment and social security law is anended by adding a new
section 381-c to read as follows:

§ 381-c. Deferred retirenent option plan payable to nenbers of
optional twenty-year retirenent plan. A participating enployer which has
elected or which elects, pursuant to section three hundred eighty-one or
any sections under this article, who participates in a twenty-year
retirement plan may provide for a deferred retirenent option plan.

EXPLANATI ON- - Matter in italics (underscored) is new, matter in brackets
[-] is old lawto be onmitted
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a. Deferred retirement option plan, (hereinafter referred to as
"DROP"), is aretirenent plan under which an eligible nenber of a
participating enployer nay elect to participate, deferring receipt of
retirement benefits while continuing enploynent. For the purposes of
this section., an "eligible nenber" is any nenber or officer enployed by
the state, local, nunicipal, county, village, authority or division
within the state electing to provide this option. 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
nenber plus interest at an effective rate of one and one-half percent
for the specific period of participation in DROP as provided in subdivi-
sion c of this section. Upon conpletion of the DROP period, the eligible
nenber shall receive the total anpunt of retirenent benefits deferred
under DROP without optional nodification as permtted by subdivisions d
and e of this section and shall begin to receive the previously deter-
m ned normal service retirenent benefit with optional nodification as
further provided in subdivision d of this section.

b. Any eligible nenber who is currently enployed by a participating
enployer electing to participate under this article and who qualifies to
retire pursuant to this title by reason of conpleting twenty vears of
creditable service nay elect to participate in DROP

C. Such election nust be on a formsupplied by the retirenent system
and may be for any period of tine not less than twelve nonths or nore
than sixty nonths duration. Any eligible nmenber who elects to partic-
ipate in DROP is considered retired on the day following the expiration

of the DROP period. Provided, however, that all |oans and excess
contributions must be resolved by the date of entry into DROP and no
additional loans or excess contributions shall be pernitted after the

date of entry into DROP. Upon expiration of the tinme period selected by
the eligible nenber, such nenber's participation in DROP shall term -
nat e.

d. (1) Effective with the date of participation in DROP, the eligible
nmenber's normal service retirenment benefit shall be cal culated, using
creditable service and final average salary as if the effective date of
retirement was the date of entry into DROP. The anpunt deferred pursuant
to DROP shall be calcul ated based upon the eligible nenber's zero option
retirement allowance until such nenber has obtained the applicable naxi-
num service retirenent limt based upon years of service. Any additiona
participation in DROP after a nmenber has obtained the nmaxinmm service
retirement limt based upon years of service shall be calculated based
upon sixty percent of the nenber's full annual retirenent allowance. |In
addition, for the purposes of this section, the annual retirenent allow
ance for any nenber electing DROP shall be calculated using a three-year
final average salary as defined elsewhere 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 nmenber 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 menber's death
benefit.

(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
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DROP paynent, a disability retirenment benefit shall be payabl e consist-
ent with the terns of this chapter and all salary and service reported

for such eligible nenber during the DROP period shall be considered in
calculating the eligible nenber's disability retirenment benefit.

(4) If an eligible menber otherwi se fails to conplete his or her peri-
od of service as elected pursuant to subdivision c of this section, the
eligible nmenber 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.

(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 nmenber shall then be eligible to elect DROP consistent wth 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 nmust be actuarially adjusted for any bene-
fits paid under DROP

e. At the conclusion of the nenber's participation in DROP, the
retirement systemshall pay the deferred service retirenent benefits in
one of the followi ng nethods as elected by the nenber:

(1) Al accrued DROP benefits, plus interest, |less withholding as
required by the internal revenue service, shall be paid to the DROP
participant or eligible beneficiary or as otherw se determ ned by opera-
tion of |aw

(2) Al accrued DROP benefits, plus interest, shall be paid fromthe
retirement systemto a custodian of the eligible retirenent plan or
other eligible plan or account as provided pursuant to the interna
revenue code as directed by the nenber or eligible beneficiary;

(3) A portion of the DROP benefits shall be paid to the DROP partic-
ipant or eligible beneficiary, less withholding required by the interna
revenue service and the remining DROP benefits nay be rolled over as
otherwise permtted 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 DROP benefit cost contained in this subdivision shall be paid by
any participating enployer, for all eligible nenbers specific to such
enployer, that has elected to provide this benefit.

The forns of paynent provided by this subdivision nust conply with the
mninmumdistribution requirenents of the internal revenue code.

f. The conptroller shall prescribe such regulations as nmay be required
for the effective admnistration and inplenentation of the provisions of
this section.

§ 4. This act shall take effect inmediately.

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

This bill would allow enployers in the New York State and Local Police
and Fire Retirenent System (NYSLPFRS) who participate in twenty-year
retirenent plans to provide their nenbers with the option to elect to
participate in a Deferred Retirenent Option Plan (DROP), deferring
recei pt of retirement benefits while continuing their current enploy-
ment. 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 NYSLPFRS shall consider DROP participants active nenbers, and
annual enployer contributions shall continue to be nmade by the partic-
i pati ng enpl oyers on behal f of such nenbers.

4. The length of participation in the DROP nust be specified at the
time of election and nmay 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 menmber 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 wll be deferred and held by the NYSLPFRS on their behalf and
shall accrue interest at 1.5% Such account, with interest accumnul ation
must 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
peri od, such nenber shall be treated as though there were no DROP
el ection.

7. Upon termination fromthe DROP, such affected nenmbers shall receive
their deferred paynents, and shall also begin to receive their previous-
Iy determ ned pensions.

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 retirenent benefits sinmultaneously
for up to five years.

The Partial Lunp Sum program currently allows NYSLPFRS nenbers to
receive lunp suns up to 25% of the present value of their pensions. In
combi nation with this proposal, an affected mnmenber could potentially
receive a lunp sum exceedi ng 65% of the present value of their pension
This significantly reduces the value of ongoing pension paynents over
the nmenmber's remaining lifetine.

If this bill is enacted during the 2024 Legislative Session, it is
estimated there would be an increase in the annual contributions of an
electing enmployer in the NYSLPFRS for the fiscal year for the fisca
year ending March 31, 2025 of approxinmately:

Increase in Fiscal Year Esti mated Future | ncrease

Retirement Plan 2025 Annual Contri bution in Annual Billing Rate
20- year $84 million 7.0% of salary
20-year with $76 mllion 3.4% of salary
addi tional 60t hs

Non- St at e
20-year with $17 mllion 2.3% of salary

addi ti onal 60t hs
State Police
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In addition to the annual contributions di scussed above, there will be
an i mredi ate past service cost which will depend on the current salary,
age, and length of service of the affected nenbers. It is estimated

that the past service cost per nenber of an electing enployer in the
NYSLPFRS, borne as a one-tinme paynment on February 1, 2025 for | ocal
enpl oyers or March 1, 2025 for the State, woul d average approxi mately:

Retirenment Pl an Past Service Cost Rate Tot al Past Service Cost
20- year 100% of sal ary $1.14 billion
20-year with 90% of sal ary $1.96 billion
addi ti onal 60t hs

Non- St at e
20-year with 75% of sal ary $0.52 billion

addi ti onal 60t hs
State Police

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

Further, we anticipate additional administrative costs to inplenent
the provisions of this |egislation.

These estinmated costs are based on 30,515 affected nenbers covered by
twenty-year retirenent plans, with annual salary of approxinmately $3.81
billion as of March 31, 2023.

Summary of rel evant resources:

Menbership data as of March 31, 2023 was used in measuring the inpact
of the proposed change, the same data used in the April 1, 2023 actuari -
al valuation. Distributions and other statistics can be found in the
2023 Report of the Actuary and the 2023 Annual Conprehensive Financi al
Report.

The actuarial assunptions and nmethods used are described in the 2023
Annual Report to the Conptroller on Actuarial Assunptions, and the
Codes, Rules and Regulations of the State of New York: Audit and
Contr ol

The Market Assets and GASB Di scl osures are found in the March 31, 2023
New York State and Local Retirenment System Financial Statenents 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 |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 April 10, 2024, and intended for use only during
the 2024 Legislative Session, is Fiscal Note No. 2024-145, prepared by
the Actuary for the New York State and Local Retirenent System



