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Overview:

Despite the economic downtown experienced by the country over the past two years that has resulted in enormous state budget deficits and thousands of job losses, public pension systems across the nation are trying to figure out ways to retain employees.  Public pension plans face the challenge of overcoming the loss of a significant portion of their workforce with the retirement of the baby-boomer generation.  Baby-boomers are considered to be people born between 1946 and 1964, constituting 76 million in the U.S.  For public sector environments this affects the day to day operations of many agencies because the majority of their managers, administrative officers, public safety officers, teachers and employees serving in a technical capacity within an organization are members of the baby boomer generation.  With their retirement, public sector agencies will lose years of institutional knowledge, skills and talent.     

This project was prepared for North Carolina’s Retirement Division in order to gain a stronger grasp of initiatives practiced across the nation by public pension plans to retain a skilled workforce.  It compares state retirement systems and examines their current plan types such as defined benefit, defined contribution or hybrid and other incentives used to retain employees including:  deferred retirement option programs (DROP), partial lump option plans (PLOP), reemployment approaches and phased retirement options.

Summary of Findings:

State retirement systems are evaluating several options to retain veteran employees including offering employees opportunities to direct their own money through a defined contribution or hybrid model over a traditional defined benefit plan that all states offer to employees.  Additional incentives to retain employees include reemployment on a part time basis under specific earnings/work hour requirements, cash lump sum potential in exchange for additional years of service, benefit formula modifications and other alternatives for retaining current employees within the public system.  

For decades, state retirement systems have relied upon the defined benefit model to be a strong retirement incentive for people to become or continue their employment with the state.  A defined benefit plan is a guaranteed benefit from the state retirement system.  Members must meet vesting requirements, age and service criteria in order to collect the benefit.  There is less investment risk because the retirement fund assumes the investment responsibility, not the individual employee as would be the case of a defined contribution plan.  A defined contribution system is more evident in private sector employers.  It allows the employee and employer to contribute to an account under the member’s guidance for direction on how to invest the funds.  While the benefits of a defined contribution plan include immediate vesting, flexibility and is portability, the defined contribution option involves a higher risk level than the defined benefit.  Some state retirement systems offer a defined contribution or hybrid combination of the defined benefit and defined contribution.   A hybrid system combines the DB and DC plan to provide flexibility and portability to a member while retaining a defined benefit approach.  Retirement systems throughout the country are beginning to examine the possibility of integrating defined contribution and hybrid plans into their retirement options for members.  Given the economic downturn of the market, the elements of a defined contribution plan may yield less in the long run than a defined benefit plan.  State retirement systems can gain valuable knowledge based on current economic conditions for future planning.    

Based on the evaluation of state policies, most public pension plans are coping with the possibility of extreme losses by creating opportunities that allow employees to return to work for a public agency.  State policy makers have established various criteria regarding reemployment issues.  In cases of reemployment, most states require a break in service prior to an employee’s return.  The break ranges from zero (as is the case in some critical teacher shortage areas) to a full year.  In general, most states recommend a 30 to 60 day break in service.  Additionally, states have earnings or hour restrictions that limit the amount of additional income a retired employee may return to collect while still collecting their full retirement benefit.    

One area facing significant challenges is the field of education.  In addition to the national teacher shortage already bombarding states, retirement systems are also being hit hard with increases in retirement claims by educators ready to retire.  Lack of pay, under funded environments and increased pressures from the “Leave No Child Behind” Act implemented by President George W. Bush to decrease class size make retention difficult in education.  Incentives geared to inviting teachers out of retirement and/or retaining experienced educators include reforming pension systems to allow teachers to return to work and collect some or all of their retirement benefit in addition to full time salaries.  Additional options include implementing deferred retirement option programs (DROPs) or partial lump sum option programs (PLOPs) and incorporating higher multipliers for additional years of service beyond 30 years of credited service.  It should be noted that few states have DROPs or PLOPs.  The number of drops offered by retirement systems is on the rise.  Many systems are beginning to offer DROP programs to all their employees.  DROP programs are available in 28% of public pension programs with the majority of these programs offering DROPS to their public safety employees.  In many incidents, PLOPs that are available are not for retention purposes but to increase early retirement.  Only two states or 4% of retirement systems offer PLOPs for retention purposes.   In most retirement systems a member can retire at 30 years to obtain full benefits without a reduction in the standard annuity benefit.  However, one strategy states are using is to increase the multiplier used in the benefit formula.  For additional years of service beyond 30 years, member’s retirement benefit is calculated using a higher multiplier.  As a result, the member’s benefit increases.  The number of states offering higher multipliers is limited to 16 out of all 50 states or nearly one third of the states.  

In other areas less stressed by increased numbers of retirement claims, employees are able to return to either with the same employer or employers within the same retirement system on a part time basis.  These less stressed areas are less likely to implement retirement distribution and compensation options to employees.  Finally, Wisconsin is allowing members to take on “bridge jobs” where the member decreases their workload capacity by taking on a less stressful job but remains in the workforce.  In efforts to increase participation in “bridge jobs” Wisconsin is considering allowing loans from a member’s 457 deferred compensation plans similar to a hardship loan.  The concept is designed to not only supplement a member’s loss of income from taking on a “bridge job” as the member phases into full retirement but also to encourage younger workers to stay in public sector employment by knowing the funds will be available if needed down the road.     

This study defines the retention methods practiced among public pension programs and then provides a state by state analysis of programs and practices used to retain employees.  

** For copyright purposes it should be noted that each state’s retirement system website was accessed to prepare this document.   

DEFINITIONS          

Deferred or Delayed Retirement Option Programs (DROPs)

A DROP plan is a pension provision that allows an employee who is eligible to receive normal retirement benefits to begin payment of those monthly benefits while continuing to work for a period of years. Payments are usually deposited into an interest bearing account, and the total accumulated value of this account is paid in one lump sum to the employee upon actual retirement. 

Typically, a member may enroll in a DROP plan for 1-5 years, with most averaging 3 years.  

Three options for DROP:

1. Regular DROP:  Eligible retirees can retire and come back and receive a monthly amount based on typical benefit formula as of the date of enrolling in the DROP.  Retirees receive a lump sum payment at the end of the DROP period.  Some plans pay interest, some pay COLAs, most don’t.

2. Immediate DROP:  When someone opts for DROP, their ongoing retirement benefit amount is reduced by a fixed percentage.  They then receive a lump sum at the end of the designated period.

3. Retroactive DROP:  Retiree chooses a date to return to as their date of eligibility for the beginning of their DROP and benefits are calculated, a lump sum is then paid out.  

DROP plans have attracted the attention of public policy makers because of some states’ success in retaining employees.  Outlined below are the issues involved when considering a DROP plan.  
DROP Advantages for members

· Members, who have “maxed out” their pension plan, can still earn extra benefits. Members who aren’t going to be promoted or receive additional salary increases benefit from DROP.  No age limit requirements to enroll in DROP.

· Is voluntary for the member to decide whether or not to enter. 

· Member stays active, quality of life improved, better sense of self, healthier.    

· Can earn a higher rate of accrual than a DB plan.  Some plans allow the member to direct their earnings, similar to a DC plan.  

· Monthly payments into the DROP account, plus investment earnings are tax-deferred (with tax-exempt status).  By participating, the employee avoids the 10% penalty tax on early distribution and income tax distributions.  

· Member may have reached early retirement age but not normal retirement age- can enroll in the DROP w/o violating rule that a pension plan can’t distribute benefits before the earlier of normal retirement age or termination of employment.    

· Lifts a forced, early retirement by coming back to participate in DROP (extra earning potential).

· Provides a lump sum option for members wanting to pay something off (i.e. mortgage, vacations, debt consolidation, etc.).

· Provides another source of income to supplement retirement.  

· DROP may reduce the contribution the member makes to a DB plan during the DROP period.  At end of DROP, employee stops contributing so therefore, take home earnings increase.

DROP Disadvantages for members

· Member doesn’t earn extra service credits; salary increases are ignored after electing to participate in DROP to calculate FAS retirement benefits.

· Benefits are frozen at the point of DROP beginning.  Employee can no longer contribute to their retirement plan and may lose additional return benefits if opts to enroll in DROP compared to if they’d continued working.  No COLAs which may affect their post retirement income.   

· If the pension plan is changed and becomes a better option, the member forfeits their option to participate in the better plan. 

· With the implementation of DROP program options, employees may have decreased salaries in anticipation of employees returning under DROP programs.

· Once DROP period ends, typically, the employee must leave employment after the 3-5 year period specified is over.  (Louisiana has allowed employees to return after their DROP period ends).  

· May only be paid a low interest rate.  Even face possible losses.  

· Tax implications:  DROP contributions may not fulfill the required minimum distribution rule of IRS Code Sec.401 (a) (9).  By postponing the start of distributions, the amount distributed may put the member in a higher tax bracket once the employee retires. 

· If a member doesn’t roll over the DROP account earnings into an IRA, face a high tax withholding.  

· Some plans lack clarity on what if situations in the event of death of a member, or remarriage during DROP enrollment.  

· Could affect social security benefits of lower paid members.  DROP amounts are not considered part of the base wage to determine Social Security benefits.    

· Decision is non-reversible once made.  Once you commit, you have to serve the time you committed to, not flexible.

· If a member is unable to fulfill their obligation, then they forfeit the employer’s contribution to the plan if the employer contributes.

· In some cases, termination prior to an agreed upon service agreement results in the employee completely forfeiting the DROP lump sum.   

DROP Advantages for employers

· Retention of skilled, trained employees.  

· Employer has lower health care costs because actively working employees are typically less sick than those in retirement.  The general fund pays out health insurance benefits to members.  You could look at in terms of productivity is increased b/c of skilled workers, who are more likely to be loyal/stronger work ethic and less absent.     

· Can be designed to be actuarial cost neutral.

· Reduces the amount of benefits to be paid out over the course of member retirement compared to if the employee had stayed on additional years and increased their service credits.  

· Salary budgeting, could lead employers to consider less generous salaries in anticipation of an employee opting to return to work.  

· Seen as an additional benefit offered by the employer.  

· IRS has allowed public pension plans to be tax qualified.   

· Retirement dates can be determined and therefore the system can plan and project accordingly.

· May reduce employer contributions amount to retirement plans.

· A retirement system may opt to accrue interest at a different rate if an employee opts for the DROP plan.  For example, instead of paying 100% of the monthly standard annuity, the plan may only pay 60% into the DROP account.  

· Defers training/hiring/recruiting cost because rehiring employees already trained.

· Reduces early retirement (particularly helpful when benefits are unreduced)-defers paying out of benefit during the period the employee is enrolled in DROP.  

· Actuary may gain for the retirement plan if the present value of the benefit with a DROP is less than the monthly benefit payments w/o a DROP.  Plan doesn’t have to pay out benefits if member is enrolled in DROP.  Lowers ongoing employer cost for the plan.  

DROP Disadvantages for employers

· Employees may opt to retire earlier and then elect to participate in the DROP (leads to increased costs than if the employee had remained in the regular system by earning less).

· Complex administrative aspects:  keeping track of different accounts, rules, legislation.

· Costs may increase:  may have to hire additional staff to provide counseling for members, increased processing time, increased accounting responsibilities.

· To initiate the DROP, looking at approximately 0.80% of payroll, assuming 40% of member under the age of 60 retire each year.

· Administrative issue involved in the “non-renewable” status of teacher licenses.  If there is a shortage, some teachers will only be able to commit to 3 years and because the state issues a non-renewable license.

· Higher earning employees typically have a leg up on when they elect to participate in DROP.  

· Doesn’t guarantee that employees will defer their retirement, may simply collect the DROP option by leaving earlier. 

· Questionable as to who covers the health insurance costs for employees.   

· Employer may have to increase employee salaries of those not participating in the DROP plan to collect enough in member contributions to honor DROP contracts.  

· Age Discrimination in Employment Act:  Employers may face issues over if DROP available between earliest retirement age under the plan and normal retirement age, there could be discrimination issues based on how close the employee was to normal retirement age.  Don’t want to establish pattern of notifying older workers only.

· Disability benefits may (unsure if they do in NC) have to be paid out, whereas if an employee had retired under normal circumstances, the employer wouldn’t have to pay out disability benefits.  

· Actuarial cost may increase if the present value of the benefit with a DROP is higher than the monthly benefits would have been w/o the DROP.

Actuarial Cost Involved:

Several issues to consider:  

· what is the interest rate applied to the DROP account (most common option is to use future interest indicative of the projected rate of investment return on retirement funds).  Other options include:  (1).  interest reflective of actual rate of investment return on retirement funds, minus 1-3%.  (2).  interest equal to actuarial rate (fixed or at a minimum).  (3).  No interest credited during the DROP period.  

· employer/employee contributions to the account while in DROP

· eligibility issues:  most states require at least 25 years of service, unreduced benefits.  

· COLAs:  common practice is for benefits credited to DROP account increase by COLAs during DROP participation.  Option 2:  no increase, COLA paid after DROP period.  Option 3:  no COLA, no interest (has worked in LA).  

· length of DROP (typically 2-5 years, 3 most common)

· how many opt for the DROP option

· age of members who enter DROP compared to the age at which they would have retired w/o DROP.

· To achieve a Cost-Neutral Design:  if DROP is offered to every member, as an overlay to their regular retirement option as an actuarially equivalent option, there shouldn’t be any direct cost for the program. 

· The plan may also need to use lower retirement ages to gain a better understanding of exactly what is needed in contributions to maintain balance.  (Usually requires a higher contribution rate).  

· Choosing whether or not the employee must contribute.  If the employee does, then the employer’s contribution is offset.  Reverse is true if the employee doesn’t contribute.   

Partial Lump Sum Programs (PLOPs)
Partial lump sum program seem to be gaining popularity and practice.  In exchange for a reduced lifetime benefit and staying on extra years, members are able to set money aside in a separate account ranging from 12-36 months to earn a one time or multiple depending on the system’s design lump sum payment in addition to their calculated retirement benefit once their additional years of service are complete.   This provides some flexibility for members to receive a lump sum amount upon retirement.  However, members are then responsible for how they use the funds, and the retirement benefit amount is reduced for life.  Members may also face penalties if they don’t roll over the funds into a qualified plan.     

Who’s Eligible:  Members who are eligible for unreduced retirement receive a partial lump-sum option in addition to their regularly calculated normal retirement, who are not participating in a DROP. 

Member can earn additional years of salary and service credit, which benefits their retirement formula because they are earning a higher earnings for the benefit formula calculation.  In addition, members remain eligible for fringe benefits under PLOP.

Member can rollover the PLOP amount to qualified retirement plans.  This allows the member to have a stronger sense of ownership over his/her choice of investment options for the PLOP once issued.    

Usually a small portion (3-4%) is non-taxable earnings.  

Defined Benefit and Defined Contribution

A defined benefit plan pays a benefit that is determined by a formula. The employer is responsible for paying into the retirement system enough money to fund those retirement benefits. At retirement, the amount of the benefit is fixed by the benefit formula. A defined contribution plan is one in which the employer and the employee contribute money to the employee's retirement account. The employee determines how the money will be invested which determines the amount of money in the account at retirement. At retirement, the employee determines how they want their account balance paid out.

Hybrid

Under the hybrid cash balance option, an employee's retirement benefit is based on the greater of the formula benefit or the lump-sum value of a cash balance account. This cash balance account is based on a theoretical accumulation of employee contributions and all or some portion of the employer contribution. Interest is credited to the account based on set parameters of the board each year.

“The cash balance account looks and acts much like a defined contribution plan account, except that the rate of interest credited to the account is not directly related to the earnings of the trust fund. Therefore the plan is still a defined benefit plan, but it exhibits many of the characteristics of a defined contribution plan.”  W. Michael Carter Letter, Actuary, February 6, 1998 http://www.nctr.org/content/indexpg/carter.htm#2planmodels
STATE-BY-STATE ANALYSIS OF EMPLOYMENT RETENTION METHODS

Alabama:  

http://www.rsa.state.al.us/

DB plan.

DROP plan:

· Members must have at least 25 years of creditable service without sick leave conversion

· Be at least 55 years old, (State Policemen, 52)

· Be eligible for service retirement

· Can only opt to DROP once.  Minimum of 3 years, maximum of 5 years. 

Voluntary termination in the first 3 years results in a penalty of benefits, but no penalty for dismissal, disability or death.

Voluntary Termination: Member receives current contributions to the ERS system plus interest, forfeits amount in DROP account.

· No additional service credit earned, both contribute to ERS during DROP period, does earn 4% interest just like regular retiree members, not eligible for COLAs.

Additional Incentives 

· Teachers receive full pension plus salary, subject to limited working hours and subject to earnings limits.  

Alaska:  

http://www.state.ak.us/local/akpages/ADMIN/drb/pers/pershome.htm.

http://www.state.ak.us/local/akpages/ADMIN/drb/trs/trshome.htm

DB plan.

No DROP/PLOP option.

Additional Incentives:

· Waiver or Standard Option:  Teachers can come back to teaching if there is a shortage.  (No break in service required). Can get full pension plus salary but do not accrue new service credit.  Or can opt to receive full pension and no pension benefits then when they retire, they have new benefits recalculated to reflect additional service credit in their new benefit amount.  

Arizona: 

http://www.asrs.state.az.us/web/index.do
http://www.state.ak.us/local/akpages/ADMIN/drb/trs/trshome.htm  

DB plan.

Offers DROP and PLOP

DROP Plan:

· The Modified DROP Program allows active members who have reached normal retirement to work between 6 and 36 additional months and then purchase an equivalent amount of service from the ASRS.  This additional time (up to a potential of six years) adds to the member's total years of credited service. 

· Must be at normal retirement, have 5 years credited service.

· Member can only work up to 5 years.

· Both the employee and employer make contributions under the ARS system, Contribute to a DC type plan ran by TIAA-Cref (3rd party administrator) called a SRSP Supplemental Retirement Savings Plan.  Employer and employee negotiate the contribution amount.  

· Member receives credit for his time participating in the DROP, and purchase an equivalent amount of service from the ASRSDBPlan.  (The additional time worked is added to the member’s total years of creditable service).  

· The cost to purchase service is based on the following formula:

· Preceding 12 months’ salary X normal cost rate (10.72%) x number of years enrolled in the Modified DROP.  

· Employee must purchase their credit based on this formula to collect the DROP benefit.

· The amount of the purchase cost is transferred from the SRSP to the ASRS.  (Administrative Cost).  Additional money in the SRSP account is distributed as part of the total vested account.  

· Early termination by the employee results in the loss of all service credit.  Contributions remain in the SRSP and will be distributed as part of the total vested account. 

· If the employer terminates, the employer must pay both the employer and employee contributions for the remaining time of the elected DROP agreement.  The employee receives all service credit and must purchase the additional service credit.  

· Not determined yet if death/disability will result in benefits being paid out via the DROP option.   

· Increases salary of employee, which could result in higher benefits paid out after DROP.  

· Gets 2 for 1 service, possible increased multiplier

DROP plan for Public Safety Officers:

· Member must have 20 years service in.  

· No contributions are made. No additional years of credited service are accrued on the member’s behalf

· Current interest rate of 9% credited monthly to the account. However, the rate may increase or decrease as determined by the fund manager

PLOP plan

· Member may choose to receive a lump sum equal to 36 months of the member’s calculated life annuity benefit

· This reduces the member’s life annuity pay off amount over the course of the member’s retired life to offset the lump sum payment.  The member faces taxes if the amount isn’t rolled over to an appropriate qualified retirement plan.

Additional Incentives 

· Teachers receive full pension plus salary, subject to limited working hours. (20 hours per week), will have to wait a six months after retirement to come back into teaching.

· Any retiree may return to work for no longer than 20 weeks a year at 20 or more hours a week up to 19 weeks during a fiscal year.

· If the member works under 20 hours per week, they can work the entire fiscal year. 

Arkansas:

http://www.apers.org/

http://www.atrs.state.ar.us/

DB plan.

Offers DROP plan:

DROP program:

· Allows members to accumulate a percentage (75%) of their retirement benefit while still working for up to 5 years. (No minimal time to commit to).  If the member doesn’t leave after 5 years, then they lose the amount in their DROP account. 

· Paid as a lump sum or as part of the member’s monthly retirement check.

· Members may change jobs as long as they are still in the system and may participate in the DROP program. 

· Members do not earn additional service credit


Must have 28 years of creditable service


Account does earn interest (currently 6%) 

· COLA is credited to the DROP account

Additional Incentives:  Partial Lump Sum offered but not as retention incentive.   

California:  

http://www.calpers.ca.gov/
http://www.strs.ca.gov/

DB plan.

No DROP plan.  

PLOP available but not for retention incentive.  Only collect partial lump sum in exchange for a reduced standard annuity over the lifetime of the benefit.

(Proposed) DROP Plans: Safety Officers

· For Safety officers, allows a back-DROP, member eligible for retirement terminates employment but elects to have the retirement benefit calculated as though they had retired up to 5 years earlier.  

· No further than 60 months prior, and not less than 12 months.  The time after the retroactive retirement date (the backdate) until their actual planned termination is eligible for calculated benefits during the back-DROP period.  

· Looks at member’s age, years of service, compensation at the beginning date of identified back-DROP. 

· Member’s retirement benefits that the member would have collected if they did retire as of the back-DROP date are paid plus interest in the form of a lump sum to the member.

· Pays interest, even on installment plans, COLAs based on entry date of back-DROP.

· Instead of installment plans, would like to have it so that members have to accept a lump sum or roll it over to and eligible rollover distribution to avoid administrative issues with recordkeeping and administering.  

Additional Incentives:

· California has looked at increasing its multiplier in efforts to retain teachers.  Current practice puts a limit of 2.5% as the benefit multiplier regardless of years of service as long as the member is over 61 and 6 months. 

· Under the Assembly Bill 607, the proposed bill recommends eliminating the cap of 2.5% on the combined age and career factor and suggests that the factors rise gradually to a maximum of 2.6%.

· Additional retention efforts include, allowing a retiree to receive full pension benefits and salary, sunsets in 2008.  

· Cash Bonus for additional years of services.   An additional $200/mo for 30 years of service, and increases by $100 for each year serves, goes up to $400. 

Cash Balance Plan: Teacher Plan, School Employees

Cash Balance Statistical Update*  15,586 Participants, 25 Employers Actively Participating, 17 Participating Counties.  As of 12/2002

The CB Benefit Program is a primary retirement program for employees of California's public schools who are hired to perform creditable service for less than 50 percent of the full-time equivalent for the position

Contributions

Each employer contributes a minimum of 4 percent of salary on behalf of each participating employee. Through the collective bargaining process, employers are permitted to pay different levels of employee and employer contributions, as long as the following conditions are met:

· The sum of the employee and employer contributions equals or exceeds 8 percent of employee salary, but in no event shall the employer contribution rate be less than 4 percent. 

· The employee and employer contribution rates are the same for each participant employed by the employer. 

· The contribution rates as determined under the collective bargaining agreement become effective on the first day of the plan year and remain in effect for at least one plan year. 

· The employee and employer contribution rate shall be in one-quarter increments.
Vesting

A participant has an immediate vested right to a benefit, equal to the sum of the balance of contributions, including any compounded interest earned on his or her employee and employer accounts.

Partial Lump Sum offered but not as an incentive to retain employees.

Colorado:

http://www.copera.org/

DB plan. DC available in the form of cash balance plan for part time educators.

DC Plan:

Part time educators only.

Employer and employee contribute 4% each to the plan.  Offers portability to the member, immediate vesting, guaranteed interest (currently 5.5%), member can move from different education system to different education system without losing money. 

No DROP/PLOP options.

Additional Incentives:

· Teachers receive full pension plus salary, if in a shortage area until 2005.

· All other employees returning to work are subject to limited working hours (720 hours/year).

Connecticut:

http://www.osc.state.ct.us/empret/
http://www.state.ct.us/trb/

DB plan.

No DROP/PLOP option.

Additional Incentives:

· Teachers receive full pension plus salary, subject to limited earnings (45%) of the entry level salary for the school district they are trying to become (re)employed in.   The teacher may contribute to the system if the position will last 6 months or longer.  The teacher will receive an additional annuity plus interest equal to 3 times their benefit based on their contributions. 

· Voluntary Account Deposits.  This allows a teacher to contribute a 1% amount via payroll deduction, lump sum or direct rollover of pre-taxed contributions from another employer plan, profit sharing plan, tax sheltered annuity, IRA, IRC 408, Deferred Compensation IRC 457.  

· Interest accrues, member can opt to receive lump sum or rollover, can also be paid as an additional annuity

Delaware:

http://www.dsea.org/pension/pension/penadmin.htm

DB plan.

No DROP/PLOP options.

Additional Incentives:

· Teachers receive full pension plus salary, subject to limited earnings.  (Brings teachers in as substitutes, or allows them to teach under limited time frames – up to 120 days to prevent earnings from exceeding limits) 

· If the position the retiree comes back to a temporary or substitute position, then there isn’t a reduction in benefits.  

Florida:

http://www.myfrs.com/content/
http://www.frs.state.fl.us/

Uses a DB/DC plan.

Defined Contribution Plan - 

· “Public Employee Optional Retirement Program” Must meet age/service requirements; benefit is based on earnings, membership classification and years of service.  

· Monthly lifetime benefit gets a yearly increase of 3% to cover inflation.  

· Member controls where the money goes.  At the end, the member withdraws the amount that the employer has contributed or rolls it over to another account.

DROP:

· Must be eligible for normal retirement.  (30 years, age 57)

· Elected officers may defer DROP until next succeeding term.

· Annual rate of interest accrued is 6.5%, 3% COLAs.  

· Earns interest and cost-of-living increases.

· Can be a lump sum, direct rollover or combination of the both.

· Maximum DROP participation is 60 months from the date the member first reaches normal retirement age or date. 

· DROP retirees are not required to terminate employment until the end of their DROP participation.

Additional Incentives:

· After a one-month break, teachers can return to teaching and receive full benefits and salary. But, they can’t work more than 780 hours.  Also hires as substitutes or hourly teachers. 

· If a teacher stays active, then after 6 years she/he can receive a second retirement benefit and at least 62 years old.  

· Firefighters and paramedics may return up to 780 hours the same as teachers.

· All FRS employees are eligible for higher multiplier for additional years of service as follows:  



62 years, 30 years of service = 1.60%



63 years, 31 years of service = 1.63%



64 years, 32 years of service = 1.65%



65 years, 33 or more years of service = 1.68%

· Teachers receive 2.0%, State Hwy Patrol 2.5%, County 2.0%

Georgia:

http://www.ersga.org/
http://www.trsga.com/

Uses a Defined Benefit or Defined Contribution for members.

Defined Contribution Plan:

· Temporary, seasonal, and part-time employees of the State of Georgia who were not eligible for membership in the Employees’ Retirement System (ERS) or the Teachers Retirement System (TRS).

· Members contribute seven and one-half percent (7.5%) of their gross salary to the Plan through payroll deductions. The amount deducted is credited to the individual account of the member.

· Interest and investment: The rate of interest is determined by the Board of Trustees and is based upon the return on investments minus administrative expenses. There could be a time when no interest is credited due to low return on investments. When applicable, interest will be credited monthly.

Refunds, Retirement, and Death Benefits

· Refunds: A contributing member who terminates employment may apply for a refund of contributions and interest. Applications can be obtained from the employee’s personnel office or from ERS. The employer must certify the application before GDCP can process it. 

· The refund is a lump sum payment of the total contributions and interest credited to that employee’s account.

· Retirement: Benefits are based solely on the amount contributed to the employee’s account plus the accumulated interest. Members who have accumulated at least $3,500 in their account are eligible to retire at age 65 with the option of receiving a periodic payment based on mortality tables and interest accumulation, as adopted by the Board of Trustees.

· Death: If a member dies, a lump sum payment of contributions and interest will be made to the designated primary beneficiary. If the designated primary beneficiary is deceased, payment will be made to the secondary beneficiary. If the secondary beneficiary is deceased, payment will be made to the member’s estate

No DROP/PLOP

Addition Incentives:

· State employees may return to work but are limited to 1040 hours per year to not affect their retirement benefits.

· Teacher can return after one month of retirement to teach for up to five years in low-performing schools. Administrators, librarians, counselors must return as classroom teachers only.

Hawaii:

http://www.state.hi.us/budget/ers/ers.htm

No DROP/PLOP, uses a DB plan.  

Has a proposal up for evaluation for a hybrid of DB/DC, see this website for powerpoint presentation.  

*http://www2.state.hi.us/ers/Publications/Legis_PB%20Study%200202.pdf

Idaho:

http://www.persi.state.id.us/

Base Plan is the Defined Benefit plan offered to members.

Offers members the Choice Plan as a Defined Contribution option for members to contribute to a 401K plan.  

The Defined Contribution plan operates as a gain sharing option.  

· Can save 1-100% of earnings.  Voluntary. Must contribute at least $130/year. 

· Employer may also contribute, on a regular basis or one time basis.  It’s up to each employer to decide the rate that they match. 

· Fund is third party administered. No fees are charged to the account as long as the member is an active PERSI employee.  Upon termination, the annual fee is $30.

· Contribution is tax deferred, taxable income is reduced while contributing, can take loans from the account.

· Upon retirement, the member can get a lump sum, roll over the amount to a qualified retirement plan, receive a monthly payment, purchase Base plan service, leave assets in the Choice plan, or a combination of these

Additional Incentives:

Member may return to work with full salary and benefits, but faces limitations on the number of hours they can work.  

Gain Sharing:  Members may receive additional money via gain sharing when the system earns extra.  

· Funding level for the next fiscal year is set, determines if system can handle the amount of benefits it has to pay out, whether the system is able to handle additional liabilities that may occur, if it can, distributions are made to member’s Choice Plan accounts.  

· Gain Sharing amount is determined based upon a member’s Base plan benefit. Payment is issued as a 13th check, one time only.

· Gain Sharing is in addition to the COLAs.

· You can’t withdraw your gain sharing unless you retire from the system, terminate employment or become disabled. 

Illinois:

http://www.state.il.us/srs/
http://www.trs.state.il.us/

DB plan.

No DROP/PLOP

Additional Incentives:  

· If an employee returns to work on a contractual basis, non-permanent, then the member’s benefits is not affected.  

· If an employee returns on a non-contractual basis, it must be for less than 75 days in order to avoid having to contribute to Social Security.  

· If the member works over 75 days, then the member has to rejoin PERS, begin contributing again.

· If a member returns to their employment within 3 years of their original retirement, they system treats them as though they never retired, (member has to pay back the amount they received while retired, within 5 years) and the member earns service credit, etc. 

Teacher incentives: Illinois uses a plan called the 2.2:

The 2.2 formula improves the retirement benefit for TRS members by accelerating the rate at which future retirement benefits accrue. Formerly your retirement benefit accrued at a slower rate in your early years as an educator and at a faster rate as your service credit increased. The table below compares the previous four-step formula to the 2.2 formula.


Annual Accrual Rate 

	Years of service 
	Four-step formula 
	2.2% formula

	First 10 years 
	1.67%
	2.2%

	Second 10 years 
	1.9% 
	2.2%

	Third 10 years 
	2.1% 
	2.2%

	Years beyond 30 
	2.3%
	2.2%


· If a member had at least 24 years of service on July 1, 1998, they will continue to receive 2.3 percent per year for years of service beyond 30.  

· The member can only elect to upgrade once within a 5 year period, the payment to upgrade can be made in the form of a lump sum, over a period of 2 years by making installment payments, or using a before-tax contribution via payroll deduction.  
· Teachers may return to work not exceeding 100 days or 500 hours of employment and still retain their retirement benefits.

· This next type of formula mostly applies to State Safety Officers, Public Safety, Dept. of Human Services employees, etc. 

· Members with over 20 years of service may qualify as under an Alternate Formula to calculate their retirement.  

· Members with 20 years, who are Social Security covered, benefits are calculated at 2.5%, non-covered members are calculated at 3.0%
Indiana:

http://www.in.gov/perf/
http://www.in.gov/trf/

Has a DB and Annuity Savings Account as its DC option for its members. 

The Annuity Savings Account is a forced savings account for members to supplement their retirement, or be portable should a member not become vested.

Annuity Savings Account:  

· Funded separately from the DB.  Member self-directs their funds.

· Member must invest 3% of their gross earnings to the ASA.  State law requires Indiana Government to pay State employees 3%, some local and higher educational systems pay their members (not required). 

· Members may contribute up to an additional 10% on top of the 3%.

· Member is immediately vested and can withdraw funds once they leave the PERF system.

· Account draws interest.

· Member may receive payment upon leaving the system by lump sum, direct rollover of the taxable portion.

DROP:

· Police and Firefighters have a DROP plan.  

· Members must enroll by and complete the DROP by 12/31/2007.  Can be enrolled for 12-36 months.

· Members must be eligible for unreduced retirement and have a minimum of 20 years of creditable service.

· If a member becomes disabled, the disability benefits are determined as though a member had never enrolled in the DROP.  Same if the member dies.

· If the member retires earlier than or later than originally stated when they enrolled in the DROP, then they forfeit their DROP lump sum.  It is a once in a lifetime option to elect.

· Employee must continue to contribute 6% until they reach 32 years of service, and employees are still forced to retire once they reach mandatory retirement age.    

Additional Incentives

Employees may return to work, must meet earnings test.  

· If employee at Social Security normal retirement age (age 65).  

· If an employee becomes re-employed and is under SS normal retirement age, there earnings limitation is $25,000 for a calendar year.

· Employers begin to contribute again to the member’s retirement with reemployment.  Members will have to start paying the 3% for the Annuity Savings Account once they meet the earnings limitations.

Iowa:

http://www.ipers.org/index.htm

Uses a DB plan.

No DROP/PLOP plan.

Reemployment:  Several restrictions according to age category.  

Additional Incentives:

· Multiplier will increase 0.25% for each quarter of service beyond 30 years, but cannot exceed an additional 5% in total.

· For protection occupation class members, it reflects a value of 2.5% for each year of service in the 24-year formula, up to 60% once a member has completed 24 years of service. The multiplier will increase 0.25% for each quarter of service beyond 24 years, but cannot exceed an additional 6%, or 66% in total. (See Glossary of Terms under protection occupation formula adjustment for future adjustments.) 
· For sheriff, deputy sheriff, and airport firefighter class members, it reflects a value of 2.7272% for each year of service in the 22-year formula, up to 60%, once a member has completed 22 years of service. The multiplier will increase 0.375% per quarter for each quarter of service beyond 22 years, but cannot exceed 12%, or 72% in total.
Kansas:

http://www.kpers.org/
Operates a DB plan.

No DROP/PLOP is only for once you retire, not for returning to work.  

Additional Incentives:


· Retirees receive full pension benefits and salary, subject to limitation on earnings, $15K/year).

· Partial lump sum offered but not as a retention incentive.  
Kentucky:
http://www.kyret.com/

DB plan.

No DROP/PLOP’s.

Additional Incentives:

· Teacher retirees who return to work full time may earn no more than 75% of their salaries at the time they retired.

· If you are Normal Retirement Age or older (age 65 for regular employees-age 55 for hazardous duty employees), you can retire and return to work in any position, including the same one you retired from, after being retired one calendar month. You will continue to receive your pension, and you will contribute to a second account if you are reemployed in a full-time position.

Louisiana:

http://www.lasers.la.us/

http://www.trsl.state.la.us/

Uses a DB plan for most state employees.  Has a DC and Hybrid option called the Alternative Contribution Plan for teachers.

The Alternative Contribution Plan has two components:

Defined Benefit:    1.25% times Years of Service times Highest Average Salary plus Defined Contribution:  An Account Balance based on contributions plus investment earnings and losses
Optional Retirement Plan (ORP) used in universities.

ORP:  Has a lump sum plan (up to 36 months collected in one lump sum) for members but isn’t connected to additional years of service.  

DROP Plan:
· 3 options for state employees who return to state service.  One must be chosen within 30 days of returning to work.  If no plan is selected, the retiree returning automatically is enrolled in Option 3.

· If any rehired retiree is age 70 and has 30 years of service credit, then there are no earnings limitations.

Option 1:  

· Retiree may elect to limit earnings up to 50% of annual retirement benefit for a fiscal year.  (Not eligible if estimated earnings for a fiscal year will exceed the earnings limit).  If actual earnings exceed, then retirement benefits will be reduced by the exceeded amount.   

· COLA: CPI (based on preceding year), is used to compute retirees’ earnings limitation.

· Can’t become a contributing member if opt for returning to service.

Option 2:

· Members may regain membership by repaying all retirement benefits from the system, plus interest at the actuarial rate.  

· Member gains all service credit under this plan and return to active member status as though they hadn’t retired.

· DROP participants may not elect this option.  

Option 3:  

· Retiree may suspend their retirement benefits effective the date they return to work.  They become contributing member of LASERS based on their current employment (No earnings limitations).
· Once the retiree returns to retirement, the suspended benefit is restored.  
· If the retiree works at least 36 months, a supplemental benefit will be calculated for additional employment based on service credit and average compensation for that time.  
· If works less than 36 months, employee contributions will be refunded.  If dies, then named beneficiary will be paid based on option selected at optional retirement.  
· Retirees can’t purchase prior service credit or participate in DROP while reemployed.    
New law to rehire retiree provisions includes:

· Wait time of 12 months, then can receive retirement benefits and accrue additional benefits.  
Louisiana’s DROP (LASERS)

· Can participate for up to 36 months.  

· Accumulate money in an individual account based on the amount you would have received as your monthly retirement benefit, while you earn your regular salary.

· Money can only be withdrawn from your DROP account after you terminate your state employment, either as a lump sum or as a series of payments over time.  

· Application should be completed at least 30 days before the effective date of your returning to work.  

· You can cancel anytime before returning to work, but once you come back, you can’t change your mind.  

· Eligibility:  Regular members are eligible to participate in DROP if they meet these requirements:  

· 30 years of service at any age

· 25 years of service at age 55

· 10 years of services at age 60

· Security and Safety officers may meet special provisions.  

· Special Considerations:  

· If a member opts for early retirement, they are not eligible for DROP

· Leave (sick/annual) can’t be converted to establish eligibility for DROP participation.  

· You may participate in DROP if you have service credit with another retirement system.  You can’t transfer of purchase once enrolled in DROP.  

· Time period:  only able to participate once and up to 36 months.  You have to specify the amount of time you plan to participate, once the decision is made, it is irrevocable.  

· Window of Time:  

· New DROP:  you must enter the DROP plan within 3 years of your retirement eligibility initial date.  You have 60 days to decide to join DROP.  If you wait a year, then decide to reenter the workforce, you can stay in 2 years, and 60 days. You can’t exceed the 3 year timeframe without reverting to the old DROP.

· Old DROP:  once your DROP participation ends, you can continue to remain with LASERS DROP.  

· Beneficiaries:  can name another beneficiary for your DROP account, with your spouse’s consent.  

· Calculation of DROP benefits:

· Looks at last 36 months of consecutive earnings

· Calculated benefit remains the same

· Supplemental benefits for unused leave and additional service after DROP will be added to your DROP benefit when you end employment.

· No employee/er contributions will be deducted form your paycheck.  No additional service credit is earned.  Not eligible to contribute to Social Security while employed through the state’s DROP program.

· Once your DROP time ends, then you can become an Old DROP participant. You return to a regular member, you and the employer make monthly contributions, the account earns interest.  You can’t withdraw money until 30 days after termination.   

· Same calculations as above.  If less than 3 years after DROP employment ends, the new benefit will be based upon original DROP participation began.  If you work over 36 months, then a new FAS will be calculated based on additional service only.

· COLAs:  DROP participants are not eligible for COLA’s granted to regular retirees during participation or during the period of continued employment after DROP.  

DROP Account Information:  

· Withdrawals must begin on April 1 of:  1) the year after you retire or 2) the year after you reach age 70 ½, whichever date is later.  

· Failure to make the required withdrawals will cause federal excise tax of 50% of the difference between the required payment and the actual payments made during the year.  

· The DROP benefit is added each month to your DROP account.  Not subject to fees, costs, exempt from levies, garnishments or attachments.  

· Does not earn interest during the DROP period.  Interest is paid once the DROP balance is depleted.  

· DROP account interest rate is equal to actuarial rate of return on investments for prior fiscal year minus 0.5%.  

· DROP accounts and the interest earned, are subject to federal tax upon withdrawal.  

· A written request is needed to withdraw funds.  May be paid monthly, yearly, in a lump sum or rolled over to an IRA or other qualified pension plan.  

· An annual statement will be mailed once the interest rate for the fiscal year is established.  

· Community property laws apply in cases of death, divorce, or marriage.

Louisiana’s Teachers Retirement System:

2 options for retirement:  Full Benefits and Repay Benefits

· Option 1:  12 month wait, but may return to work and receive both full salary and full retirement benefits without penalty.  Both the employer and employee make contributions during reemployment.  No additional service credit is earned. If the employee returns before the 12 month wait is over, then benefits will be suspended. 

· Option 2:  Repay Benefits and Regain Membership.  TRSL-eligible retire to regain membership by returning all retirement benefits paid plus interest at the actuarial valuation rate.  Must also pay both employee and employer contributions that would have been paid had the retiree become a member on the date he returned to active service.  Not an option for DROP of Initial Lump Sum Benefit retirees.    

Louisiana’s Firefighters Retirement System at June 30, 2002, there are 3,322 active members contributing to the System and 145 participants in the Deferred Retirement Option Plan.

Additional Incentives:  

· Teachers may return after a one-year break to receive full benefits and salary. 

Maine:  

http://www.msrs.org/

Uses a DB plan

No DROP/PLOPs.

No additional incentives for retention.  

Maryland:

http://www.sra.state.md.us/

DB plan.  

DROP Plan:  Offered for Law Enforcement personnel.  No PLOPs.

DROP Plan:

· Member must have at least 25 years of service and less than 30. 

· Monthly benefit goes to the DROP account, employee earns regular salary.  Has to stay with same employer.  

· DROP participation is limited to 5 years or 30 years of service, whichever comes first.

· DROP account earns 6% interest monthly as long as enrolled in DROP.

· COLA is paid to the DROP account.  

· Members do not contribute to retirement if enrolled in DROP.

· Money in the DROP account is paid out within 90 days of termination from DROP.  In the form of lump sum, tax free rollover IRA option.  


Additional Incentives:

· Reemployment for State employees:  Earnings limitation applies. Formula calculates how much the earnings limit is for a member.  

· Formula:  FAS – Annualized Basic Allowance = Earnings Limit during a calendar year.

· Conditions of Reemployment:   

· If an employee comes back on a permanent, contractual or temporary basis, then there are earnings limitations.

· If you retire and come back to employment with the same employer within 12 months of retirement then there are earnings limitations.  If you go to a different employer within the first 12 months of retirement then you will face earnings restrictions.   

Teachers/Principals 

· No break in service required.

· If school has been “reconstituted”, teacher shortage exist, high demand subject areas, then the retiree can return and collect full benefits and salary.  Not subject to earnings restriction if retired early and have been retired at least 12 months and return to the classroom/principal/teacher mentor until June 2004.  

Health Care Practitioners

· May come back on a contractual basis to the Department of Health and Hygiene at certain facilities without facing earnings restrictions. Again, must be retired at least 12 months through June 2004.  

Massachusetts:

http://www.state.ma.us/perac/

http://www.state.ma.us/mtrs/
DB plan, age and service benefit plan.  Age factor adjust between 1.5% to 2.5% maximum 

No DROP/PLOP

Additional Incentives:

· Teacher may return after 60 days to employment.

· Teachers working in a non-critical school and regular state retired employees are limited to 960 hours/year, the time limit is waived if the school is “critical need” school.

· Earnings restrictions apply if the teachers are in a non-critical school. Even if hired as a consultant. The salary received from this position, when added to the MTRS retirement allowance, cannot exceed the salary that is currently being paid for the position from which the employee retired.

· If the school is “critical” then for RetirementPlus (RetirementPlus is like an incentive program:  The benefit enhancement provision--"RetirementPlus"--increases retirement benefits for eligible and participating members by 2 percent for each full year of creditable service in excess of 24 years, up to the statutory maximum of 80 percent. A member cannot access bonus percentages, however, until he or she completes 30 years of service).

· Members, earnings limitations apply for first two years of employee's retirement; waived thereafter.  If the teacher isn’t a RetirementPlus member, then the earnings restrictions are waived completely.  

Michigan:

http://www.michigan.gov/ors/

http://www.michigan.gov/ors/0,1607,7-144-6182---,00.html

Offers both DB and DC plan to State Employees, doesn’t appear to offer DC to teachers, only DB.

The Defined Benefit plan covers most state employees hired prior to 3/31/97
Defined Contribution Plan:

· Participants in this plan receive a 4% gross pay contribution by the State of Michigan. In addition, participants can contribute their own money to the plan. The first 3% participant contribution is matched by the State with another 3%. This plan does not cover participants of the State Police Retirement System.

· Participants who were in the Defined Benefit Plan in 1997 had a one-time irrevocable choice to continue in that plan or convert over to the Defined Contribution Plan. All new employees after March 31, 1997 automatically become members of the Defined Contribution Plan.

· Uses a third party to administer the DC plan.

Additional Incentives:  

· Teachers/Employers don’t contribute to retirement system when they return.

· Must wait 30 days after retirement to return.  

· Retirees receive full benefits plus salary subject to limited earnings. No earnings restrictions if teacher shortage area.  

· Limited Earnings: One third of FAS or maximum earnings allowed by Social Security to not affect benefits.       

Minnesota:

http://www.mnpera.org/

DB plan.  DC plan only offered to select group (government elected officials, governmental physicians, volunteer ambulatory personnel).

DROP:  

· Teachers can divert part of their monthly benefit to a separate account and after a year of teaching or reaching age 65, may collect a lump sum payment with compounded interest up to 6% annually.

Minnesota has 5 plans offered to members:  Basic, Coordinated, Defined Contribution, Police and Fire and Local Correctional.

· Basic Plan:  only has 1000 members remaining.  Program eliminated in late 60’s, doesn’t have members as part of Social Security.

· Coordinated:  Members contribute to PERA and Social Security.  

· Defined Contribution:  Limited to elected officials, governmental physicians, and volunteer ambulance personnel only.

· Basic Plan/Reemployment:  Member can return to work after 30 days.  After that time a member may return to public service, collect a retirement benefit and pay no contributions to PERA. 
Additional Incentives:

· If a member returns to public service, however, he or she must remain within specified annual earnings limitations established by the Social Security Administration. If these limits are exceeded, the PERA benefit may be reduced or suspended. There are no earnings limits for retirees age 65 or full social security retirement age and over. 

· Allows teachers to go back to work with a partial monthly benefit, with the other part going in to a separate account.  After 1 years of teaching or reaching age 65, teacher may collect a lump sum payment of the savings amount.

Mississippi:

http://www.pers.state.ms.us/

Offers a DB plan.  

No DROP.

PLOP offered but not as an incentive to retain employees.  PLOP merely reduces the benefit of the member for the future in exchange for the lump sum option of available cash at the beginning of retirement.

Additional Incentives:

· Reemployment may occur after a 45 day wait period.  Bypassing of the 45 days may occur if there is an emergency need for teacher or retired state employees in any other capacity, with supporting documentation. 

· Member may work up to ½ of the year, or up to ½ of their earnings. For a period of time not to exceed 120 days in any fiscal year, but less than one-half (1/2) of the normal working days for the position in any fiscal year, or 

· For a period of time in any fiscal year sufficient in length to permit a retirant to earn not in excess of twenty-five (25%) of the retirant's average compensation or the current rate of salary in effect for the regular position filled.

· Members can’t come back as temporary employees or contractual without waiting the 45 days.  They also can’t begin earning additional service credit nor have their benefits redetermined with additional employment. 

· Higher multiplier for higher number years of service.  If a member works 25 or less years, then the multiplier is 2.0%, over 25 years of service, then the multiplier is 2.50%

Missouri:

http://www.mosers.org/
http://www.psrsmo.org/

DB plan.

· Multiplier is higher depending on when an employee was hired.  Changed to 1.7% as of July 1, 2000.  Handbook states that future higher multipliers will not be passed on if members are enrolled in this MSEP 2000 plan.

· Non social security covered employees have 2.5% as their multiplier in their retirement formula.  

No PLOP for incentive purposes.  

Offers BackDROP.  Monthly benefit paid to the account is based on the amount of retirement the member would have received if they had retired on the BackDROP date.

Requirements for members are:

· Be actively employed in a MOSERS covered position on the date you were first eligible for normal (unreduced) retirement. 

· Continue working in a MOSERS covered position at least two years beyond your normal retirement eligibility date. 

· Retire directly from active employment.

Criteria/Benefits:  

· Members can receive a lump sum up to 90% of the annuity amount they would have received during the BackDROP period in exchange for their continued employment.

· Must chose their BackDROP date within 5 years of retirement, or it is the date of their eligibility for unreduced retirement.   Elect 2-5 years.  

· Distribution:  lump sum at retirement, three annual installments (once at retirement, then once for the next two years, no interest paid on 2nd or 3rd installment), rollover to a qualified IRA or employer plan or a combination of the cash and rollover option.  

· Does provide COLAs (2%) 

Additional Incentives:

· Members may receive full benefits and salaries up to 1000 hours per year without affecting their retirement benefit.  

· Teachers may come in as a substitute or part time employee and work up to 550 hours and still collect retirement benefits in addition to salary.  Earnings limitation of 50% of the annual earnings for an employee in the position who is a non-retiree.  

· Higher multiplier used.  Multiplier increases from 2.5% to 2.55% for teachers with 31 or more years experience.  The higher multiplier applies to ALL years of service, not just those over 31 years.  

Montana:

http://www.state.mt.us/doa/PERB/perb.htm

http://www.trs.doa.state.mt.us/

Offers DB and DC plan.

Defined Contribution Plan: 

· If a member chooses to transfer to the Defined Contribution Retirement Plan, an initial balance will transfer from the Defined Benefit Retirement Plan. The initial balance is based on employee contributions, a portion of the employer contributions and interest on all contributions transferred. The portion of the employer contributions transferred is based on years of service.

· The state hired a consulting firm to provide educational counseling to its members to help differentiate between a DB and DC plan to assist members in making a decision.

· Employees hired on or after July 1, 2002 will have a full twelve months from their date of hire in which to make a decision as to which plan they want to belong to, the DB or DC.  Must choose one or the other, can’t change their minds once the decision is made.

· Software was made available to employees to compare the two options, but is not capable of being downloaded by an employee.  Employees can fully interact with the model according to their own personal situations, and may print the results.

· Time frame if someone transfers to the Defined Contribution Retirement Plan from the Defined Benefit Retirement Plan:
· MPERA expects that 45-60 days will be required for the initial transfer of funds.

· Contributions from an employee's first paycheck after the Defined Contribution Retirement Plan is elected will be credited depending on when the election is made and when the payroll is received by the MPERA. 

· Regular ongoing contributions are generally credited within 14 business days from the payroll date, again depending on when the payroll is received by the MPERA.

Temporary or seasonal employees 

· Membership is optional for temporary and seasonal employees. Those who elect to become members of the Public Employees' Retirement System (PERS) initially join the Defined Benefit Retirement Plan. Thereafter, they will have the same retirement plan choices as other members.

· If a temporary or seasonal employee did not elect membership, the employee cannot later change that decision unless there is a break-in-service of 30 or more days and the employee is re-hired in a PERS-covered position. In that case, the employee will have the option of joining PERS and starting in the Defined Benefit Retirement Plan. Thereafter, the temporary or seasonal employee will have the same retirement plan choices as other members.

· Third party administers the DC. 

DROP is available for Police officers.  Similar to other DROPs.

Additional Incentives:

· Member may receive full pension benefits and salaries that are subject to limitation on earnings.  

· Teachers may return without losing benefits if they work part time and their earnings don’t exceed one third of their FAS plus annual increases equal to the CPI or one third of the median of the FAS for members retiring during the preceding fiscal year s determined by the TRS board.
· Higher multipliers.  Members with less than 25 years of services multiplier is 1.785%.  If a member has over 25 years of service, the multiplier becomes 2.0%.

· Police/Safety (typically) has a higher multiplier of 2.5%.

Nebraska:

http://www.nol.org/home/pers/

Offers DB plan to teachers.  

Offers Defined Contribution (DC) benefit and a Cash Balance (CB) benefit for state employees.   

Effective January 1, 2003 all employees who begin participation will be enrolled in the Cash Balance benefit.  All active employees in the Defined Contribution benefit were given the one time only choice of remaining in the DC plan or transferring to the Cash Balance benefit.

Under the Cash Balance benefit:

· Employees contribute 4.33% pre-tax of their first $19,954 of annual salary and 4.8% over $19,954. 

· The state contributes 156% of employees' contributions.  

· Employer and employee funds are held in a trust, and invested by professional fund managers under the direction of the Nebraska Investment Council.  The interest credit rate is not determined by investment performance, but established using the federal mid-term rate plus 1.5%.  This interest credit rate will not go below a floor (minimum) rate of 5%.  

· Vesting occurs after 2 years of plan participation. 

· A state employee may retire as early as age 55.  

· There are multiple disbursement options available at retirement.  

· The agency administers the plan, with the record keeping performed by an outside third party.  

· Plan expenses are deducted from the retirement fund. 

Under the Defined Contribution benefit:

· Employees contribute 4.33% pre-tax of their first $19,954 of annual salary and 4.8% over $19,954. 

· The state contributes 156% of employees' contributions.  

· Members make their own investment decisions.  There are three pre-mixed fund choices for investing employer contributions and 11 fund choices for employee contributions. 

· The rate of return is based on investment performance.  

· Vesting occurs after 2 years of plan participation. 

· A state employee may retire as early as age 55.  

· There are multiple disbursement options available at retirement.  

· The agency administers the plan, with the record keeping performed by an outside third party.  

· Plan expenses are deducted from the retirement fund. 

Difference between the DC and Cash Benefit is that the Cash Benefit holds funds in a trust and the money is invested by a board.  Under the DC the member is responsible for their own investing, more like a DC typically is.  

No DROPs or PLOPs in any systems.

Additional Incentives:

· After waiting 180 calendar days, a teacher may reenter the system.  

· Rehired teachers can contribute to their plan while receiving pension payments and a full salary.  
· Incentives are not built in for state employees. 

Nevada:

http://www.nvpers.org/

DB plan. 

DROP:  Recently decided to conduct a study on DROP vs. PLOP, and has decided to proceed with the DROP option for its employees.  Would be similar to other DROPs- limited to 5 years, does accrue COLAs and interest.

Additional Incentives:

If Nevada's initiatives pass, teachers will be offered interesting enticements. Teachers will receive an extra year of retirement credit for every five years they teach in special-needs schools. Teachers in rural schools will be able to convert their unused sick leave into one year of retirement credit and new hires will receive full credit for their years of experience elsewhere instead of the five years they currently receive. 

Reemployment:  

· State members must wait 90 days before returning to work.

· Members are required to forfeit their retirement allowance if the position is half time or more.

· If the position is less than half time, then the earnings limitation is $18,000/fiscal year.

· Effective July 1, 2001, some retired employees who are reemployed by a Nevada public employer in a position for which there is a critical labor shortage are exempt from any reemployment restrictions.

New Hampshire:

http://www.state.nh.us/retirement/

Uses a DB plan.  

No DROP/PLOP options.

Members may work limited earnings/hours.  No additional incentives for people to return to work.  Pension stops when a retiree returns full time employment within the system.

New Jersey:

http://www.state.nj.us/treasury/pensions/index.html

http://www.state.nj.us/treasury/pensions/tpafman.htm

Uses a DB and DC plan.  The defined contribution is really a deferred compensation plan.

No DROPs or PLOPs

Additional Incentives:

· Reemployment for state employees.  Must have a 30 day break in service.  

· Earnings limitation of $15,000/year applies in order for a member to not have to become a contributing member to the system again.  If the member’s income exceeds $15,000 then the have to suspend their retirement benefits and contribute again while accruing additional benefits.    

· Teachers may exceed the $15,000 limit if there is a critical need, one year contract, not to exceed two years.  

· School administrators such as principals, business managers, superintendents, etc. do not have to reenroll- again two year max.

· Other personnel in the school system may not have to enroll if designated as serving in an interim position not to exceed six months. 

New Mexico:

http://www.state.nm.us/pera/

http://www.era.state.nm.us/

Uses a DB plan.  

No DROP/PLOP options.

Additional Incentives:

· Teachers:  After a one-year break, retirees may return to service and received full pension plus salary. 

· Regular employees:  Earnings restrictions of $15,000 per year for non-teachers before the member must start contributing to the system. 

New York:

http://www.osc.state.ny.us/retire/
http://www.nystrs.org/

DB plan.  

Tiers used, but anyone joining after 1983 is in Tier 4 type system if a member of ERS.  If employed after 1983 and a Fire/Police employee then they are member of Tier 2 (2 Tiers only).   

No DROP/PLOPs

Additional Incentives:

· Can earn full pension benefits but faces earnings restrictions.  Earnings restriction of $20,000/year.

· Only some employers may approve member’s reemployment for up to two years.  Usually, that agency is the New York State Civil Service Commission. However, depending on your job, one of the agencies listed below may be authorized to grant this approval. These include:

· the Commissioner of Education; 

· the Chancellor of the State University; 

· the Chancellor of the NYC Board of Education; 

· the NYC Board of Higher Education; 

· the NYC Department of Personnel; and 

· the Office of Court Administration. 

· If a member retires with less than 20 years of service credit, their pension will equal 1/60th (1.66%) of final average salary for each year of service. With 20 to 30 years of service credit, service retirement benefit will equal 1/50th (2%) of FAS multiplied by years of credited service. For each year of credited service beyond 30 years, the benefit will include an additional 3/200ths (1.5%) of FAS.
North Carolina:

http://www.treasurer.state.nc.us/RET/frret.htm

DB and DC Plan.  DC operates as a 401K/457 type plan.  

No DROP/PLOP

Additional Incentives:

· Member may return to employers within the Retirement system but face earnings restrictions.  ($24,180 or 50% of your earnings during the previous 12 months of employment prior to retirement date).  If a member’s earnings exceed these amounts, they will lose their retirement benefits and will have to return to the contributory system.   

· Teachers may return to employment in a teaching capacity without earnings restrictions if they have not worked for public schools in any capacity other than a part-time tutor or substitute teacher for 6-months immediately preceding reemployment.

North Dakota:

http://www.state.nd.us/ndpers/

http://www.state.nd.us/rio/default.htm
Has DB and DC plan.  Also offers a PEP plan (portability enhancement provision).

No DROP/PLOP for anyone.  

PEP program:

· Only available to members enrolled in the defined benefit program.  The employee contributes to a deferred compensation system and the employer also contributes.  For the first three years, the employers contribution increases by 1% each year.  It offers the employee immediate vesting instead of a defined benefit which requires a specific number of years of service to vest.  

· PEP enables employees to vest in the employer contribution (up to 4.0% of the 4.12%) for the purpose of a lump sum cash distribution
DC Plan:  

· Effective 12/31/1999.  Member contributes 4% and the employer contributes 4.12% to the plan each month.  

· Employer vesting occurs as follows:

· Less than 2 years of service:


0%

· 2 years





50%

· 3 years





75%

· 4 years





100%

· Once you leave, you may rollover the amount into a qualified IRA fund such as an independent fund or another employer’s system.  Or, you may receive a lump sum, or distributions paid monthly, quarterly, semiannually, or annually until the account is exhausted.  

No reemployment options.  

Teachers:

DB plan only.  

Additional Incentives for reemployment:

· Must retire for at least 30 days.  Maximum of 700 hours in a fiscal year (July 1 - June 30) to continue to receiving monthly retirement benefits; employer and employee contributions will not be paid to TFFR; and monthly TFFR benefit amount will not be affected.

Critical Shortage Criteria:

· May return to TFFR covered employment in an approved critical shortage area and exceed the 700-hour limitation without losing retirement benefits. If retired on or prior to January 1, 2001, no waiting period is required. However, if retirement date is after January 1, 2001, a one-year waiting period is required before the member can consider this option.

Educational Foundation Option:

· Member may also return to TFFR covered employment with no waiting period for one year only and exceed the 700-hour limitation without losing retirement benefits. However, the member must resign from their teaching position and complete the necessary retirement paperwork to begin TFFR benefits. Under this option, the member may then return to work, earn an additional salary from the school district, and donate at least one half of their salary to an educational foundation (nonprofit or charitable organization under Section 501(c)(3) of the Internal Revenue Code). 
· Employer must pay both the employer and employee contributions to TFFR on member’s full salary (including the amount donated to an educational foundation). This option expires on July 31, 2005.

Benefit Suspension and Recalculation

· After 30 days elapse from retirement date, member may return to TFFR covered employment and exceed the 700-hour limitation. Under this option, TFFR benefits will be suspended the first of the month following the month the member reaches the 700-hour limit. At that time, employer and employee contributions must be paid on any salary earned after the 700 hours based on the employer's TFFR payment model. Upon re-retirement the member’s benefits may be recalculated. If re-retire with:

· Less than 2 years of additional earned service credit - receive discontinued benefit plus benefit increases granted during the benefit suspension and a refund of any additional employee contributions paid plus interest 

· 2-5 years - greater of the discontinued annuity, plus additional years at the new multiplier, plus benefit increases granted during the suspension OR all the years recalculated a the new multiplier, less an actuarial offset for the amount of benefits already paid 

· 5 or more years - greater of the calculation above or the retirement benefit recalculated using all the years at the new multiplier with no actuarial offset. 

Ohio:

http://www.opers.org/

http://www.strsoh.org/
http://www.pfdpf.org/

Has DB, DC and Hybrid option for members starting 2003.

Members have 180 days to select which plan they want to enroll in.  If a member doesn’t select a plan, they will automatically be enrolled in the DB plan.  

DC plan:

· Member directs investments.  

· Retiree Medical Account (for each year of service, the member earns a % towards the amount of medical that will be reimbursed.  Member is fully vested after 10 years for full medical coverage).  Teachers not given this option

· Member contributes 9.3%, employer contributes 10.5% to the plan.  

Hybrid:

· Member directs the investment of member contributions into professionally managed OPERS investment options; Ohio PERS investment professionals direct the investment of employer contributions. 

· Member contributes 9.3%, employer contributes 10.5% to the plan.  

· Benefit is based on a formula = Years of total service credit x 1.0% of final average salary for each of the first 30 years of total service credit and, for each year in excess of 30, 1.25% of final average salary. In addition, a benefit is provided based on the performance of the OPERS investment options that member has selected for member contributions.

Portability Options:

Traditional Pension Plan
You can transfer all of your employee contributions, plus interest on those contributions, to another retirement plan. Depending on your length of service, you may transfer a portion of your employer contributions calculated as follows:
· Five (5) or more years of service credit = 33% of the member's eligible contributions 

· Ten (10) or more years of service credit = 67% of the member's eligible contributions 

Member-Directed Plan
Member may transfer all of employee contributions and any investment earnings on those contributions. Depending on your length of participation in the Plan, you may transfer a portion of your employer contributions, plus any investment earnings, according to the following vesting schedule:

	Years of Participation 
	Amount of employer contributions (plus investment earnings) eligible for transfer

	1 
	20%

	2 
	40%

	3 
	60%

	4 
	80%

	5 or more 
	100%


Combined Plan
Member may transfer all of employee contributions and any investment earnings on those contributions.

Depending on your length of service credit, you may transfer a portion of your employer contributions calculated as follows:

· Five (5) years of service credit = 33% of the member's eligible contributions 

· Ten (10) or more years of service credit = 67% of the member's eligible contributions.

· No COLAs and no supplemental benefits under the combined plan.

Member contributions go into a defined contribution account, while employer contributions go to fund the defined benefit portion of the plan.

Retirement benefits are based on years of service and final average salary for the defined benefit portion of the benefit, and the performance of investment options for the defined contribution portion of the plan.

DROP and PLOP offered.

DROP for Police/Fire employees.  

· Member must have 25 years of service and be at least 48 years old.  

· Member may choose to drop 3-8 years.  If they don’t fulfill the 3 year minimum, then the accrual rate is lowered.  If after 8 years, the member hasn’t retired, then they forfeit the DROP amount held in the account.  

PLOP:  (not used as a retention incentive because members takes the PLOP at retirement not in exchange for staying on longer).

The Partial Lump-Sum Option Plan allows you to take from six to 36 times the monthly Single Life Annuity (SLA) benefit in a lump sum at retirement.  

Additional Incentives:  

· Members may return to work after 60 days of a service break.  

· Must contribute to retirement system called a money payment system again with reemployment.  Once the reemployed member retires again, he/she is eligible for a lump sum payment.

· Payment is based on the calculation of the sum of employee contributions for the period of re-employment, plus allowable interest, multiplied by two.   

· Teachers:  may return after 60 days and receive full pension and full salary.  

· Ohio uses higher multipliers for additional years of service over 30.  

· An additional one-tenth of a percent is added to the calculation for every year of contributing service over 31 years.  Teachers at 30 years are eligible for 66% of their highest average salary.  With a higher multipliers increasing one tenth of a percent for every year of 30, it increases their pension to 71% and maxes out at 100% with 39 years of service.

EXAMPLE:

(30 yrs x 2.2% +2.5% +2.6%) 2.6% for the 32nd year, 2.7% for the 33rd year and so on) until 100% of the final average salary is reached.

Oklahoma:

http://www.opers.state.ok.us/

Offers a DB and DC plan.  The DC is really a deferred compensation and deferred savings plan (money purchase plan) operated under the SoonerSaver program.  

No DROP/PLOPs

Additional Incentives:

State Employees:
· Must wait 30 days after retirement.

· Those returning to work for an OPERS employer must participate in OPERS by paying retirement contributions no matter how many hours they work or the nature of the work (temporary, seasonal, permanent, etc.).* Retirees continue to accrue service credit while they work for a participating employer, and the additional credit may increase their retirement benefits.
· Contracted employees don’t have to contribute to OPERS.

· Earnings restrictions are 11,500/year to still receive retirement benefits.  

Teachers:

· Teachers must wait 60 days to reenter the system under reemployment laws.

· Employees may return to work, limited earnings restrictions depending on a member’s age.  

· If the member is 61 or younger and has been retired less than 3 years, the earnings limit is $15,000 per year.

· If the member is 62 or older and has been retired less than 3 years, the earnings limit is $30,000 per year.  

· If a member of any age has been retired more than 3 years, then the earnings limit is $30,000 per year.  

· Retirees over age 70 are exempted.

Oregon:

http://www.pers.state.or.us/

DB plan and DC (DC is really a deferred compensation plan.)

No DROP/PLOP.

Partial Lump Sum: (not for retention purposes).

· The 2001 Oregon Legislature mandated an option which allows retiring members to take their member accounts in a lump sum which is then matched by an equal lump-sum distribution from their employers. This total lump sum is available to members on or after January 1, 2003.

· Members may change their minds within the first 60 days of eligible retirement.

· The lump-sum formula is final average salary times creditable service times a factor set by statute at 1 percent for general service employees and 1.35 percent for legislators, police officers, and firefighters.  Can receive the lump sum in one to five payments.  

· The lump-sum payment will not receive a COLA.

Additional Incentives:

· State Employees:  Can work up to 1,039 hours and not lose benefits. 
· Teachers:  Teachers are allowed to return to employment and receive full pension benefits and salary except reemployment has limitations on working hours.    

· Retired teachers or administrators may exceed the work limitations and continue receiving retirement benefits when all of the following requirements are met:  

· the retiree has reached normal service retirement age, which is age 58 for Tier One members, age 60 for Tier Two members, or any age for members retiring with 30 or more years creditable service; and  

· Critical Shortage:  the retiree is employed by a school district or education service district as a teacher or administrator as defined in ORS 342.120; and  

· the district’s administrative office is located within a county with a population of not more than 35,000 inhabitants according to the latest federal decennial census. 

Pennsylvania:

http://www.sers.state.pa.us/

http://www.psers.state.pa.us/

DB and DC plan.  DC plan acts as a deferred compensation plan- 401 K.  

No DROP/PLOP for retention incentives.

Partial lump sum offered but not as an incentive to stay longer, only as another method of receiving amount of retirement account.  

Additional Incentives:

· Employees may return under emergency contractor status and still receive retirement plus contracted salary.  

· Teachers may return up to 95 days and still collect full retirement and salary if there is deemed a shortage or crisis for certified teachers.

· Teachers may come back as a contracted position, with permission from the retirement system after 95 days to cover shortages.  

· Coaches are allowed to return (up to 95 days) to extracurricular activities and still receive retirement benefits.

Rhode Island:

http://www.ersri.org/splash.jsp

DB plan.  

No DROP/PLOP options.
Additional Incentives:

· Higher multipliers used based on number of years of service.  The more an employee works, the higher the multiplier becomes.  

	State Employees & Teachers
	Municipal Employees

	Years 1 - 10: 1.7%
	All Years: 2%

	Years 11 - 20: 1.9%
	 

	Years 21 - 34: 3%
	 

	Year 35: 2%
	 


· Employees may return to work on a part time basis and still keep their full pension/salary.  For state employees, the limit is 75 days.  Teachers may come back as a substitute for up to 90 days.  Retired teacher returning to regular status may work up to 72 full working days.  

· Maximum earnings limit is $12,000 per year.  

South Carolina:

http://www.scrs.state.sc.us/

Offers DB and DC.  

DC plan:

· DC falls under optional retirement plan (ORP) which is a 401a.  Members have 15 days from their date of hire to decide between the DB and the ORP plan.  If a member doesn’t decide, then they will automatically be enrolled in the traditional DB plan.  

· Employer invest 7.55%, 5.0% of this amount goes to the investment provider of your choice, and 2.55% goes to the retirement plan to cover the administrative cost an unfunded accrued liabilities of the system incurred by the fund.

· Has no disability coverage as opposed to a DB that does offer disability coverage.  

DROP offered.

Teacher’s DROP:

· Retirees from the system for calculation of normal benefit.  Employee continues employment not beyond 5 years.  

· Retirement is deferred into the DROP account.  No interest is paid on the account.  

· Employer pays into the system.  Employee doesn’t.

· After termination, the payment of the DROP account is payable as a lump-sum distribution or rollover to a qualified plan.  

· No interest paid on the DROP amount.  COLAs are paid on the DROP amount.  

· If a member doesn’t terminate their employment within one month of the predetermined date as agreed upon then the member will only receive their normally calculated retirement benefit determined before enrolling in the DROP.  

Additional Incentives:

· Retirees may return to work after 60 days of retirement and still receive full benefits and salary but there are earnings restrictions (up to $50,000 per year).

· Teachers may bypass the earnings restrictions if there is a critical shortage area identified.  
· Police Officers:  may return to work after 15 calendar days of retirement without suffering any retirement forfeiture.  

South Dakota:

http://www.state.sd.us/sdrs/

DB plan. 

No DROP/PLOP options.

Additional Incentives:

· Different Formula used depending on the member’s date of retirement.   A higher multiplier is used for service credit earned after 7/1/02.  

Standard Formula:     Enhanced Benefit
1.625% x Final Average Salary x Credited Service before July 1, 2002
PLUS Base Benefit 1.55% x Final Average Salary x Credited Service after July 1, 2002 

OR 

Alternate Formula:    Enhanced Benefit
2.325% x Final Average Salary x Credited Service before July 1, 2002
PLUS Base Benefit
2.25% x Final Average Salary x Credited Service after July 1, 2002
LESS
80% of Primary Social Security 
· The Alternate Formula is financed by an additional employer contribution of 6.2 percent of the member’s salary that exceeds the maximum taxable amount for Social Security in any calendar year. 

· Retirees can’t collect retirement and full salary at all.  Benefits stop if a retired employee returns to the state employment system.  

Tennessee:

http://www.treasury.state.tn.us/tcrs/index.htm

Has a DB and DC plan.  DC acts as a deferred compensation 401K/457/403 b system.  

· Retirement Formula:  FAS x Credited Service x SSIL

· Social Security Integration Level (SSIL) is an average of social security wage bases. It allows the benefit formula to provide a slightly higher benefit rate on a portion of the AFC. Since social security benefits are weighted in favor of the lower paid employee, TCRS weights benefits slightly in the other direction so that total benefits can be more level in terms of percentage of income replaced. The social security integration level is $33,000 for 2000 and $35,400 for 2001. Since the social security wage base increases each year, it is expected that the SSIL will continue to increase in future years. 

Five Percent Improvement (Group I Teachers and State Government)

· After the applicable formula is applied, each retiree's base benefit is increased by five percent. This increase applies to monthly retirement or disability benefits as well as to monthly death benefits. It does not apply to lump-sum distributions. 

· Maximum Benefit: The benefit may not exceed 94.5 percent of the member's average final compensation.

No DROP/PLOP

Additional Incentives:
Members can return to work after a 60 day break- and still collect retirement and salary up to 100 days per fiscal year.  

Texas:
http://www.ers.state.tx.us/

http://www.trs.state.tx.us/

DB plan and DC plan.

Higher education employees are also offered ORP.  (Optional Retirement Program).

DC plan is Texa$aver (a deferred compensation type program). 

Offers DROP/PLOP.  

Teacher’s DROP:

· Teacher can work while accumulating funds in DROP account to be distributed at retirement through a lump sum payment, yearly or monthly payments over a 5 or 10 year period until exhausted.  

· Irrevocable for member unless they die, the DROP period expires or the member retires.  Member contributions are non-refundable under any circumstances unless noted. 

· Once the DROP period ends, the employee can continue to work and will assume new retirement membership to recalculate a second retirement.   

· DROP benefit amount is 60% of monthly standard annuity formulated amount.  

· 5.0 % interest is earned on the DROP account per year until the account is exhausted.  

· Members are required to contribute to TRS during employment in addition to the DROP.  

PLOP: normal retirement eligibility applies, keeps employees longer.  

· Lump sum in 12 month increments available in addition to the regular retirement annuity.  

· Members may select a partial lump-sum distribution not to exceed an amount equal to 36 months of a standard service retirement annuity. When this option is selected, the member’s annuity will be actuarially reduced to reflect that distribution and will be computed so that no actuarial loss results to TRS.

· A lump-sum amount equal to 12 months of a standard annuity may be taken at the same time as the member’s first monthly annuity payment. A lump-sum amount equal to 24 months may be taken in either one or two annual payments. A lump-sum amount equal to 36 months may be taken in one, two or three annual payments.

Additional Incentives:

· After a one month break, retirees received full pension benefits and salary in teacher shortage areas. 

· Employees over 65, their Social Security won’t be affected by returning to work. 

· Eligible retired certified peace officers and custodial officers (CPO/CO) will see their multiplier rise to 2.8% for those with 20 years of CPO/CO service as of January 2002.  
Utah:

http://www.urs.org/

Offers DB and DC plan.  DC is deferred compensation 401K and 457.

No DROP/PLOP.

Additional Incentives:

· Retirees can return to work and keep their full retirement benefits and salaries but have earnings limitations according to Social Security guidelines. 

Vermont:

http://www.tre.state.vt.us/Retirement/vsrs.html

http://www.tre.state.vt.us/Retirement/strs.html

DB and DC offered.  DC is deferred compensation option of 401K or 457.

No DROP/PLOP

Additional Incentives:

· Retirees cannot work for the State of Vermont unless they are under contract or working as a temporary employee.
· If retirees do return to work and are not contracted or temporary then retirees receive full pension and salaries that are subject to earnings/and working hours limitations, caps out at 60% of the retiree’s salary. 

· If the employee wants to get a full salary, they have to discontinue pension benefits at their reentry into the workplace.  Once the retiree returns to retirement, then their standard annuity will be recalculated again.
· Teachers can only earn up to 50% of the current average teacher's earnings or work more than the maximum period for substitute teachers, your retirement benefit will be "frozen" and the benefit you earn after reemployment will be added to the previous "frozen" benefit.
Portability of Contributions:

· Members within the plan can transfer their contributions as long as the transfer is to another Vermont system and within one year of leaving the original system.  
Virginia:
http://www.varetire.org/default.html

DB and DC plan and cash match plan.  

DC is an Optional Retirement Plan (deferred compensation 457 plan) offered to higher educational employees and political appointees.

Cash Match:

Members who contribute to the deferred compensation program may be eligible for a cash match.  Employer contributes to account on a semi-monthly basis in the amount of 50 % of the member’s contribution amount, or $20 per pay period, whichever is less. If the member is an employee of a participating political subdivision, the employer makes a contribution in the amount determined by the governing body.
No DROP

Offers PLOP for retention purposes.

· Members must meet normal retirement eligibility.  Can receive 12 -36 months for partial lump sum in exchange for a reduced lifetime benefit amount.  Partial lump sum program available after you are eligible for normal retirement so, it works to entice the employee into staying longer than their normal retirement age/years of credit.  

· Member must have worked for one full year after qualifying for a non-reduced retirement and have been in services for at least one full year after 01/01/01.  

· Benefit is rounded down if a member doesn’t complete a whole year.  For example, if a member were to only serve 2.5 years, the lump sum would be rounded down to 2.0 years.  

· Member can earn additional years of salary and service credit, which benefits their retirement formula because you are earning higher earnings for the benefit formula calculation.  

Additional Incentives:

· Retired teachers can return to teaching while continuing to receive retirement benefits.  

· Teachers must be retired for at least 30 days before returning to work. The bill also specifies that these teachers will have one-year contracts.

Washington:

http://www.wa.gov/DRS/drs.html

http://www.wa.gov/DRS/member/trs/index.htm

Offers DB and DC plan through a hybrid.

If a member was hired after 3/1/02, they have 90 days then are automatically enrolled in the hybrid of both the DB and DC .

DC:

· You may receive gain sharing payments in January of even numbered years, if eligible. 

· You must have earned service credit during the 12-month window from September 1 to August 31 of the year immediately preceding the distribution, and had a balance of at least $1,000 in your member account on August 31 of the year immediately preceding the distribution; or 

· Be in receipt of the defined benefit component of PERS Plan 3; or 

· Be in receipt of the defined contribution component of Plan 3, and you must 

(a) have completed 10 service credit years; or
(b) have completed five service credit years including 12 service credit months after age 54; or 

· You must have had a balance of at least $1,000 in your member account on August 31 of the year immediately preceding the distribution, and 

(a) have completed 10 service credit years; or
(b) have completed five service credit years including 12 service credit months after age 54; or

· You must have had a balance of at least $1,000 in your member account on August 31 of the year immediately preceding the distribution, and have completed five service credit years by March 1, 2002 and transferred to PERS Plan 3. 

· Third party administered (ICMA-Retirement Corporation administers). 

· Taking payment of your contributions has no effect on your defined benefit component of Plan 3. Once you meet the Plan's service credit and age requirements, you are eligible for a defined benefit payment.

· Taxed at 20% of the lump sum or partial payment plus 10% early withdrawal penalty if funds withdrawn before the member reaches age 59 1/2. 

Currently, there are six contribution rate options: depending on hire date and type of plan the member initially enrolled in.  

	Option A: 
	5% fixed rate at all ages

	Option B:
	5% Up to age 35 
6% ages 35 to 44 
7.5% ages 45 and older

	Option C:
	6% up to age 35 
7.5% ages 35 to 44 
8.5% ages 45 and older 

	Option D:
	7% fixed rate at all ages

	Option E:
	10% fixed rate at all ages

	Option F:
	15% fixed rate at all ages


Additional Incentives:

· After 30 days, teachers may return to work and receive full pension plus salary to a maximum of 1500 hours per fiscal year.

· Limited to a one year contract agreement for teachers.

· Social Security earnings limits may affect how much a person works.  

West Virginia:
http://www.state.wv.us/admin/cprb/

http://www.state.wv.us/admin/cprb/RSTEACHBEN.htm

http://www.state.wv.us/admin/cprb/RSTEACHCON.htm

Offers a DB and DC.  DC in the form of a 457 deferred compensation program.  

DC:  Members contribute 4.5% and employers contribute 7.5% to seven different investment options which include government securities mutual funds, common stocks mutual funds, guaranteed insurance contract mutual funds and individually allocated annuities.

Additional incentives:

· Retirees may return to work after a 6 month break in service and collect pension plus salary but face earnings restrictions/hour restrictions.  Can earn up to $15,000 per calendar year and work up to 120 days per calendar year.  

· Allows retired teachers to return without a break in service if identified as a critical shortage and teach up to 120 days per school year while collecting retirement benefits and full salary.  Subject to a one year contract.  

Wisconsin:

http://badger.state.wi.us/agencies/etf/ben/benl2p1.htm

http://www.swib.state.wi.us/

Offers both the DB and DC plan.  DC plan is a money purchase option for members falling under a deferred compensation plan.  

· When an employee is ready to retire, the system calculates which option will provide the most benefit to the employee and pays whichever one is highest.  

· Employees are immediately vested under the WRS plan options. 

· Normal retirement age is 65 for general category employees, 62 for elected officials and state executives, age 54 for protective employees with less than 25 years of service and age 53 for other protective employees.   

DB plan:  

If service before 1/01/00:

For general employees, then uses 1.765%

elected/state executives or  if protective and under social security then uses 2.165%.

If protective and not under social security, then uses 2.665%

If service after 1/01/00 then:

For general is 1.6%, elected/state/protective and under social security is 2.0%

not protective and not under social security, then 2.5% 

Money Purchase (DC plan)

Participant is guaranteed a benefit with a present value equal to twice the member’s present account value plus interest.  

Employer matches the employee contribution  

Formula benefit:

The formula is calculated using the three highest years of earnings, credited service years, a multiplier determined by the category of employment for the employee and an actuarial adjustment factor for early retirement, if applicable.  

With a Money Purchase, the member receives their full benefit if they reach the minimum age requirements.  There is no actuarial reduction for early retirement.  (Minimum age is 50 for a protective employee and 55 for all others.  If they don’t meet the age requirement, then the employer portion is forfeited).    

EXAMPLE:  Comparison of the DB to DC plan - for an employee age 65, with 25 years of service.
Traditional Plan:  

3 highest years: 31,200 + 32,100 + 33,600 = 

average turns out to be 2692 = monthly benefit averaged 

Assuming the maximum annuity payout is 70%.  (Actuarially determined).

2692 x .70% = maximum formula benefit payable

25 (yrs)   x   2692   x 1.76%  = 1187.85

$1187.85 is the employees calculated retirement benefit they are eligible for at retirement.  

Money Purchase Plan:

Employee Accumulated Account Balance:  $60,500

Equal Amount from the Employer Accumulated Account:  $60,500

60,500 + 60,500 = 121,000         

X   

Money Purchase Benefit Factor (.712% for age 65, general employee category)

=   861.52 

$861.52 is the employees calculated retirement benefit they are eligible for at retirement.

In this case, the member would be given the higher benefit calculation of 1187.85 per month. 

No DROP/PLOP.

Additional Incentives:

Supplemental Income Stream

· A loan option in a government 457 plan.   Supplemental Income Stream type loan option for its members who are working a “bridge job” to offset the transition from full time employment into full retirement.  

· In essence, providing members to obtain a loan or withdraw from their 457 plans similar to a hard ship loan to supplement the loss of their income earnings from a job that perhaps paid more or when a member may be working less hours.   

· IRS laws allow a member to be issued distribution of 457 contributions without the member being terminated once an employee has reached the plan’s identified “normal” retirement age.  It is not clear on the exact age though.  

How the Supplemental Income Stream would work:

· Only eligible governmental 457 plans can adopt this option.  IRS Section 72 (p) must also be complied with if administered. 

· Member has to demonstrate an ability to repay the loan.  

· Would have to apply, acknowledge fees involved, truth in lending agreement provided.  

· Must be bona fide and for the employee’s benefit only.  Must involve an application process similar to a 401 hardship based loan.    

· Loan is considered a distribution unless:  provisions are made to require the loan to be repaid just like any other lender would require (must have enforcement and repayment schedule).

· Administrative cost will fall on members using the option.

· Third party would administer.  

· Cost: 

· $50 application fee, $2 per deduction for payroll repayment.  Non payroll repayment would have a higher rate, i.e. $5 plus NSF fees if applicable.

· Members borrow assets from the 457 account and arrange for a repayment schedule with after-tax income.

· Must be repaid within 5 years unless it was a primary residence.  

· Payments made at least quarterly.  Can be paid monthly or per pay period.  (Wire transfer, check or payroll deduction).   

· Interest of at least prime + 1% applies.  The payment is then deposited back into the member’s account.

· The minimum loan amount would be $1000 and the loan can’t exceed 50% of the value of the balance in the account.  

· Default:  non-payment of scheduled payment within 30 days.  

· At termination, loans in default are treated as a distribution and included in the gross income.  Member will be able to set up a payment arrangement of up to 90 days to repay any outstanding balances.  If payment not repaid, then will be reported as a taxable distribution.    

· Limited to one outstanding loan for the plan.  

Pros of the SIS:

· Younger employees will participate if they know that the fund is accessible if needed in the future.  

· Employees will defer greater amounts of income into the plan because they know the fund can be accessed if an unexpected emergency arises.  

· Older employees can use this as an additional tool for planning retirement or to transition into retirement

· Participants that fail to qualify for a financial hardship may qualify for a SIS loan instead.  

Cons of the SIS:

Misguides the goal of saving for retirement and members may not have anything later on for retirement when needed.  

Administration may be difficult and costly.  

The cost of the lost investment opportunity if using the money for current projects such as paying for a child’s education, purchasing a new home, etc. The money won’t be there to invest tomorrow. 

Paying off the loan would require members to use after tax dollars and cost more.

Any outstanding loan balance would be taxed at distribution.  

Reemployment:  Other issues

· Current law requires a 30 day break in service prior to returning to work, would like to eliminate this wait.

· Hour limitation.  Members can’t work more than one third of the full time during one year without having to give up their retirement benefit and reenter the retirement system.    

· Bridge job approach:  Allow an employee to transition from full time employment into full retirement by taking a job that requires less effort physically or mentally, working less hours. 

Continuation of employer paid benefits:

· Wisconsin is looking at other retention methods such as continuing a retiree’s health, life and disability insurance without requiring official termination of service if members agree without a break in service. 

· Wisconsin’s study indicated that when employees return to the workforce, they have the option to become contributing member’s to the system again, and would require the employer to begin paying out employer paid benefits.  So, what happens is the employer still bases their budget as though the employee were going to opt to become a contributing member again and therefore, providing the health benefit wouldn’t have a significant cost impact on the employer as many would assume.  

· Also suggested that a stand alone health insurance plan be developed for those returning to employment.  Proposed that an employee’s accumulated sick leave balance (plus any employer match) is multiplied by the final hourly rate of pay to determine the balance available to pay health insurance premiums during retirement. (p. 23 Wisconsin Transitional Retirement Study, March 2001).

· If using the conversion of sick leave concept, determine the hourly rate by examining the last 5 years of an employee’s earnings rather than their time as a bridge job employee.   

· Other approaches to sick leave conversion included annually indexing the sick leave account balance after retirement using the CPI or medical CPI.

· Allowing employees to pay a portion of the health insurance premium such as 50% or 100%, with the remaining cost being paid out of pocket. 

· Provide additional flexibility to escrow the sick leave account balance if the employee terminates before reaches retirement age.  

Other Retention Options:

· Allowing a second member account to be set up based on the “bridge employment.” Or to allow a separate 457 to be arranged to enhance the retirement benefit at the end of the bridge job.

· The employee can put pre-taxed dollars into a second 457.  The employer would match up to a certain dollar amount.    

· Examining the policy of only requiring a break in service for retirees returning to the same employer and lifting the break for employees not returning to their previous employer.  

Wyoming:

http://retirement.state.wy.us/

DB plan. Vesting is at 4 years.  

No DROP/PLOP options.
Additional Incentives:

· Members must have a “qualified” break in service, at least six months break, before they can return to service. 

· Must work less than 6 months in a 12 month period.

· Must work less than 20 hours per week.  

· Higher multiplier used.  For the first 15 years of service, the multiplier is 2.125%  2.25% of the member's highest average salary for all years after fifteen (15)
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