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AN ACT in relation to public enpl oyee benefits.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Pension Code is anended by
adding Sections 4-105e and 4-109.3 and changing Sections
4-109 and 4-118 as fol | ows:

(40 ILCS 5/4-105e new
Sec. 4-105e. Deferred Retirenent Option Pl an. "Deferred

Retirement Option Plan" or "DROP plan" neans the Deferred

Retirement Option Plan established under Section 4-109. 3.

(40 ILCS 5/4-109) (fromCh. 108 1/2, par. 4-109)

Sec. 4-109. Pension.

(a) A firefighter age 50 or nore with 20 or nore years
of creditable service, whois no longer in service as a
firefighter, shall receive a nonthly pension of 1/2 the
mont hly salary attached to the rank held by himor her in the
fire service at the date of retirenment. The nonthly pension
shall be increased by 1/12 of 2.5% of such nonthly salary for
each additional nonth over 20 years of service through 30
years of service, to a maxi num of 75% of such nonthly sal ary.

For a firefighter who retires at the conclusion of

participation in the DROP plan, calculation of the anount of

the retirement pension shall be based on the firefighter's

salary and accunulated service on the date he or she began

participation in the DROP plan, but the npnthly retirenent

pensi on shall not be less than the |last nonthly anpunt

payable to the DROP account wunder subdivision (h)(1) of

Section 4-109. 3.

The changes made to this subsection (a) by this

anmendatory Act of the 91st GCeneral Assenbly apply to al
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pensions that becone payable wunder this subsection on or
after January 1, 1999. Al'l pensions payable wunder this
subsection that began on or after January 1, 1999 and before
the effective date of this anmendatory Act shal | be
recal cul ated, and the anmount of the increase accruing for
that period shall be payable to the pensioner in a |lunp sum

(b) A firefighter who retires or 1is separated from
service having at Jleast 10 but Iless than 20 years of
creditable service, who is not entitled to receive a
disability pension, and who did not apply for a refund of
contributions at his or her last separation from service
shall receive a nonthly pension upon attainnent of age 60
based on the nonthly salary attached to his or her rank in
the fire service on the date of retirenent or separation from
service according to the foll ow ng schedul e:

For 10 years of service, 15% of sal ary;

For 11 years of service, 17.6% of salary;

For 12 years of service, 20.4% of salary;

For 13 years of service, 23.4% of salary;

For 14 years of service, 26.6% of salary;

For 15 years of service, 30% of salary;

For 16 years of service, 33.6% of salary;

For 17 years of service, 37.4% of salary;

For 18 years of service, 41.4% of salary;

For 19 years of service, 45.6% of salary.

(Source: P.A 91-466, eff. 8-6-99.)

(40 ILCS 5/4-109. 3 new)
Sec. 4-109. 3. Deferred Retirenent Option Pl an.

(a) The Deferred Retirenent Option Plan created by this

Section is available only if the corporate authorities of the

enpl oying nunicipality have adopted and filed with the board

of the pension fund a resolution or ordi nance approvi ng the

establishnent of a DROP plan for eliqgible firefighters of the
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pension fund. The approval resolution or ordinance nust

specify whether the nmaxinum period of a firefighter's

participation in the plan shall be 3 years, 4 vyears, or 5

The corporate authorities of a nmunicipality may rescind

its approval and discontinue the DROP plan by adopting and

filing with the board a resolution or ordi nance di sconti nuing

the DROP plan. The discontinuation of a DROP pl an neans that

no additional firefighters nmay elect to participate in the

plan on or after the effective date of the discontinuation.

The di sconti nuati on of a DROP plan does not affect

participation in the plan by any firefighter who began

participating in the DROP plan before the effective date of

t he di sconti nuati on.

Approval and discontinuation of a DROP plan by a

municipality, and the decision to consider, establish, or

di scontinue a DROP plan, are within the sole discretion of

the corporate authorities of the nunicipality. Nei t her the

decision to establish or discontinue a DROP plan, nor the

impact of any such decision, is a nandatory subject of

bargai ning under the Illinois Public Labor Rel ati ons Act.

(b) To be eligible to participate in the DROP plan, a

firefighter nust (i) be in active service, (ii) have attained

age 50, and (iii) have at least 20 vears of creditable

service in the Fund. A firefighter nay participate in the

DROP pl an only once.

(c) An election to participate in the DROP plan must be

made within 3 vears after beconing eliqgible under subsection

(b) or wthin 3 vyears of approval of the DROP plan by the

enpl oyer, whichever is later. The election, once nmade, is

i rrevocabl e.

The election to participate in the DROP plan shall be

made in witing on forns provided for that purpose by the

Board and shall be filed with the Board. The application
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must indicate the date upon which participation in the DROP

plan is to begin, which shall be the first day of a cal endar

nmonth and not | ess than 30 days nor nmore than 90 days after

the date of filing the application.

As a part of the application, the firefighter nust file

with the Board and with his or her enployer an irrevocable

letter of resignation fromenploynent, effective on the date

of termnation of the firefighter's participation in the DROP

plan (unless that termnation results from acceptance of a

di sability benefit).

(d) Afirefighter's participation in the DROP pl an shal

commence on the date specified in the application and shal

end upon (i) termnation of service, (ii) death of the

firefighter, (iii) disability for which the firefighter

receives a benefit under Section 4-110, 4-110.1, or 4-111, or

(iv) conpletion of the maxi mum period of participation in the

DROP plan that is permtted under the enpl oyer's approval

ordi nance, whi chever occurs first.

(e) Afirefighter who is participating in the DROP plan

shall be considered an active firefighter for the purposes of

this Article, including Section 4-121, but shall be subject

to the special conditions of the DROP pl an.

A firefighter shall continue to make the contributions

that are required for active firefighters during his or her

participation in the DROP plan. These contributions shall be

accunul ated in the firefighter's DROP account and shall be

treated as being "picked up" within the nmeani ng of Section

4-118.2 of this Code and Section 414(h)(2) of the |Internal

Revenue Code of 1986, as anended.

A firefighter who is participating in the DROP pl an shal

not receive service credit for the period of that

participation, and the salary earned during that period shal

be disregarded in calculating the firefighter's benefits

under this Article.
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(f) A firefighter who participates in the DROP plan may

term nate service at any time during participation in the

DROP  pl an. A firefighter who participates in the DROP pl an

must terninate service on the last day of participation in

the DROP pl an, unless participation in the DROP plan i s ended

due to acceptance of a disability benefit.

(g) A firefighter who is participating in the DROP pl an

remains eligible to apply for a disability benefit under

Section 4-110, 4-110.1, or 4-111, but participation in the

DROP pl an ceases upon acceptance of the disability benefit.

If participation in the DROP plan is ended due to acceptance

of a disability benefit, (1) the disabled firefighter shal

be credited with enployee contributions and creditable

service for the period of participation in the DROP plan, (2)

the firefighter's letter of resignation fromservice that is

required to be filed at the tine of application to

participate in the DROP plan is void, and (3) the amunts in

the disabled firefighter's DROP account are forfeited to the

(h) The Fund shall maintain a separate DROP account for

the benefit of each firefighter who becones a participant in

the DROP plan. The Fund shall pay into the firefighter's

DROP account:

(1) for each nmont h of t he firefighter's

participation in the DROP plan, an anmobunt equal to the

monthly retirenent pension that the firefighter would

have been eligible to receive if the firefighter had

termnated service and beqgun receiving a retirenent

pension on the date his or her participation in the DROP

pl an began, but calculating the amount of any increase

that woul d accrue under Section 4-109.1(d) to exclude the

peri od before attai nnent of age 55;

(2) the enpl oyee contri butions pai d by the

firefighter during the period of participation in the
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DROP pl an: and

(3) interest on the balance in the DROP account, at

the rate of 6% per annum paid and conpounded nonthly,

t hroughout the period of participation in the DROP pl an.

The DROP account shall cease earning interest when the

firefighter's participation in the DROP pl an ends.

DROP accounts shall be treated as separate accounts for

accounti ng pur poses, but the actual assets shall be

commingled with the other assets of the pension fund for

i nvest nent purposes, rather than kept in separate investnent

accounts.

(i) In addition to the retirenent pension under Section

4-109, a firefighter who termnates service and retires at

t he conclusion of his or her participation in the DROP plan

shal | receive, upon retirenent, a DROP benefit equal to the

bal ance in the firefighter's DROP account at the tine of

retirenent.

At the tine of application for a retirenment pension, the

firefighter shall elect to receive the DROP benefit in the

form of either a lunp sum or an actuarially equival ent

annuity for life. If a lunp sum paynent is elected, it may

be taken in the form of cash or a cash equivalent or be

rolled over into an individual retirenent account (IRA) or a

qualified retirenent plan. A DROP benefit payable in the

formof an annuity shall be in a fixed anpbunt not subject to

annual or other increases; the ampbunt of the annuity shall be

calculated in the nmnner prescribed by the Departnent of

| nsurance. A DROP benefit shall be treated as a retirenment

benefit for the purposes of Section 1-119 (Q LDRGOs).

(1) If a firefighter receiving a DROP benefit in the

formof an annuity re-enters service, the DROP benefit

annuity paynents shall be suspended until the firefighter's

subsegquent retirenent.

(k) If afirefighter dies while participating in the
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DROP plan, the DROP benefit shall be paid as a lunp sumto

t he surviving spouse or other survivor of the firefighter

entitled to a pension under Section 4-114 or, if there is no

such survivor, then to the deceased firefighter's estate.

(1) If aretired firefighter dies while receiving a DROP

benefit in the formof an annuity, and the DROP account

bal ance at the tine of retirenment exceeds the total anount of

DROP benefit annuity paynents received, the excess shall be

refunded to the surviving spouse or other survivor of the

firefighter entitled to a pension under Section 4-114 or, if

there is no such survivor, then to the deceased firefighter's

estate.

(40 ILCS 5/4-118) (fromCh. 108 1/2, par. 4-118)

Sec. 4-118. Financing.

(a) The city council or the board of trustees of the
muni ci pality shall annually levy a tax upon all the taxable
property of the nunicipality at the rate on the dollar which
will produce an anmount which, when added to the deductions
fromthe salaries or wages of firefighters and revenues
avai lable fromother sources, wll equal a sumsufficient to
nmeet the annual actuarial requirenents of the pension fund,
as determ ned by an enrolled actuary enployed by the Illinois
Department of Insurance or by an enrolled actuary retained by
the pension fund or nmunicipality. For the purposes of this
Section, the annual actuarial requirenents of the pension
fund are equal to (1) the normal cost of the pension fund, or
17.5% of +the salaries and wages to be paid to firefighters

for the year involved, whichever is greater (except that for

the 5 vyears followng the vear in which a nunicipality

approves a DROP plan, the nunicipality nay direct that all or

a portion of the nornal cost shall not be considered wth

respect to that nunicipality), plus (2) the annual anount

necessary to anortize the fund' s unfunded accrued liabilities
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over a period of 40 years from July 1, 1993, as annually
updat ed and determ ned by an enrolled actuary enpl oyed by the
I[1linois Departnent of Insurance or by an enrolled actuary
retai ned by the pension fund or the nunicipality. The anount
to be applied towards the anortization of the unfunded
accrued liability in any vyear shall not be Il ess than the
annual amount required to anortize the wunfunded accrued
l[tability, including interest, as a |level percentage of
payrol |l over the nunber of years remaining in the 40 year
anortization period.

(b) The tax shall be levied and collected in the sanme
manner as the general taxes of the municipality, and shall be
in addition to all other taxes now or hereafter authorized to
be | evied upon all property wthin the nmunicipality, and in
addition to the anount authorized to be |evied for general
pur poses, under Section 8-3-1 of the Illinois Minicipal Code
or under Section 14 of the Fire Protection District Act. The
tax shall be forwarded directly to the treasurer of the board
within 30 business days of receipt by the nmunicipality (or,
in the case of anpbunts added to the tax | evy under subsection
(f), wused by the municipality to pay t he enpl oyer
contributions required under subsection (b-1) of Section
15- 155 of this Code).

(c) The board shall make available to the nmenbership and
t he general public for inspection and copying at reasonable
times the nost recent Actuarial Valuation Bal ance Sheet and
Tax Levy Requirenment issued to the fund by the Departnent of
| nsur ance.

(d) The firefighters' pension fund shall consist of the
foll ow ng noneys which shall be set apart by the treasurer of
the municipality: (1) all noneys derived from the taxes
| evi ed hereunder; (2) contributions by firefighters as
provi ded under Section 4-118.1; (3) all rewards in noney,

fees, gifts, and enolunents that nmay be paid or given for or
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on account of extraordinary service by the fire departnent or
any nenber thereof, except when allowed to be retained by
conpetitive awards; and (4) any noney, real estate or
personal property received by the board.

(e) For the purposes of this Section, "enrolled actuary”
means an actuary: (1) who is a nenber of the Society of
Actuaries or the American Acadeny of Actuaries; and (2) who
is enrolled wunder Subtitle Cof Title Ill of the Enployee
Retirement Inconme Security Act of 1974, or who has been
engaged in providing actuarial services to one or nore public
retirement systenms for a period of at |east 3 years as of
July 1, 1983.

(f) The corporate authorities of a municipality that
enploys a person who is described in subdivision (d) of
Section 4-106 may add to the tax |levy otherwi se provided for
in this Section an anmount equal to the projected cost of the
enpl oyer contributions required to be paid by t he
municipality to the State Universities Retirenment System
under subsection (b-1) of Section 15-155 of this Code.
(Source: P.A 90-576, eff. 3-31-98.)

Section 99. Effective date. This Act takes effect wupon

becom ng | aw.
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