PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM OF ARIZONA

Extended DROP Frequently Asked Questions for
Public Safety Employers & Members

Q: How and when was DROP time limit extended to seven years from five years?

A: The DROP time period was extended through legislation (SB1268, Laws 2022, Chapter 351) passed into law on
July 6, 2022. The law created different DROP extension conditions for members in DROP prior to July 6 and those
who enter DROP on or after July 6.

Members in DROP prior to July 6 entered into contracts with their employer that limited DROP participation to
five years (60 months). Amending an existing DROP contract entered into prior to July 6 requires the approval of
both the member and the employer.

Employer approval is not required to enter the extended seven-year DROP time limit for members who meet certain
conditions specified in the law, and entered DROP after July 6.

Q: I entered DROP before the new law went into effect on July 6. What is required to extend my
DROP service up to seven years?

A: All members need is approval from their employer to amend their existing DROP contract with form P4-DROP1.
Their employer must inform PSPRS of the approved extension request (sending amended contracts is not
necessary) by emailing the PSPRS Retired Members Department at benefitsapp@psprs.com.

Q: I entered DROP on or after July 6, 2022, and the form I signed referenced a 60-month DROP
limit. Am I able to extend my DROP period up to seven years?

A: Tt depends. There are two requirements that must be met for members who entered DROP on or after July 6 to
extend their DROP participation to up to seven years. Members must be at least 51 years old and have 24.5 years of
credited service at the time they entered DROP. (The law does not alter five-year DROP eligibility requirements for
members.)

Members who entered DROP after July 6 and meet these requirements do not need approval from their employers
and are not prohibited from extending DROP up to seven years by the 60-month reference in their DROP contract.



https://www.azleg.gov/legtext/55leg/2R/laws/0351.pdf
mailto:benefitsapp@psprs.com

No immediate action is necessary for extension-eligible members who entered DROP on or after July 6 but
members are encouraged to replace any contract references to “60 months” with “up to 84 months,” then initial the
changes and share the document with their employer and email a copy to benefitsapp@psprs.com.

Q: I am not currently in DROP, but am considering entering DROP for seven years. What are the
requirements and what is the role of my employer?

A: Future DROP-eligible participants may participate in DROP up to seven years if they meet the age and service
requirements under the law. To be eligible for the DROP extension, members must be at least 51 years old and have
24.5 years of credited service at the time they enter DROP. Employer approval is not required under the law.

Q: Does the new law make any changes to the accrual of monthly DROP payments and interest for
those who extend their DROP service up to seven years?

A. Yes. Members who elect to extend their DROP service in 2022 will have their entire pension balance and accrued
interest transferred into a 401(a) account maintained by Nationwide Retirement Solutions planned for January
2023. Once operative, these accounts will receive transfers of members’ monthly DROP payments going forward.

However, the new law specifies that PSPRS cannot apply interest to DROP payments made into members’ 401(a)
accounts for the months within members’ sixth and seventh year of DROP. The law also provides that DROP
participant accounts required to be transferred to 401(a) accounts will receive zero percent interest until such time
that participant accounts are transferred to the 401(a).

The law does not impact or reduce any DROP interest accrued by members during their first five years of DROP.
These accounts accrue risk-free interest equal to the Assumed Rate of Return set by the PSPRS Board of Trustees.
This rate is currently set at 7.3 percent.

Q: What will happen to my DROP account balance and interest transfer when the 401(a) accounts
are established in January 2023?

A: Account balances for members who extend DROP service will be deposited into a 401(a) account maintained by
Nationwide Retirement Solutions. Members will need to access their accounts through Nationwide. By default, the
balances will be put into a fixed annuity contract account that generates a guaranteed 2.75 percent interest.
Members have the option of moving funds in their account from this account into a variety of target date funds,
stock market index funds, fixed income funds, and any of the plans’ investment options.

Please note: To comply with IRS requirements members cannot receive any distributions from their 401(a) accounts
during their extended DROP service.

Q: What is PSPRS’ role in DROP enrollment and participation?

A: The PSPRS trust administers the DROP program and accounts, including the management of enrollment,
calculating the monthly retirement benefit and applying applicable interest credited to the members’ DROP
accounts. PSPRS does not enter into agreements with members for participation and does not have discretion or
any role in determining whether members who entered DROP prior to July 6 may extend their DROP service.
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