
HOUSE No. 2604
By Mrs. Menard of Somerset, petition of Joan M. Menard relative

to alternative superannuation retirement benefits for teachers. Public
Service.

In the Year One Thousand Nine Hundred and Ninety-Nine

An Act relative to alternative superannuation retirement

BENEFITS FOR TEACHERS.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION 1. Section 18 of Chapter 15 of the Massachusetts
2 General Laws, as appearing in the 1996 Official Edition, are
3 hereby amended by adding at the end thereof the following sen-
-4 tence;— Employees of the teachers’ retirement board shall be
5 members of the teachers’ retirement system.”

1 SECTION 2. Chapter 15 of the Massachusetts General Laws is
2 hereby amended by adding the following section;—
3 Section 188. The teachers’ retirement board is hereby autho-
-4 rized and directed, to establish an educational employees supple-
-5 mentary and voluntary employee retirement savings (SAVERS)
6 program. Said program shall be established and designed by the
7 board to meet the requirements of section 403(b) of the Internal
8 Revenue Code, The board may consult with the commissioner of
9 education and with the other necessary boards, committees, and

10 other governmental units in order to effectuate this program.
11 Said board shall select one or more providers for the
12 “SAVERS” program, may select a provider for the administrative
13 and support services, and shall enter into contracts with any such
14 providers in accordance with the laws governing the procurement
15 of services for executive agencies of the commonwealth, provided
16 that such procurement shall not be subject to the approval of the
17 commissioner of administration; provided, further, that the
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18 selected providers shall be authorized to conduct business within
19 the commonwealth.
20 The board shall adopt rules and regulations governing the
21 administration of and participation in its plan. Said rules and regu-
-22 lations must be received by the public employee retirement
23 administration commission.

1 SECTION 3. Section 1 of Chapter 32 is hereby amended by
2 striking out the definition of “Teacher” and inserting in place
3 thereof the following definition: —

4 “Teacher,” any person who is certified by the department of
5 education and whose position requires certification or any person
6 who holds the position of school psychologist, school psychiatrist,
7 school adjustment counselor, school social worker, director of
8 occupational guidance and placement appointed under section
9 thirty-eight A or thirty-eight D of chapter seventy-one, occupa-

-10 tional or physical therapist licensed by the board of allied health
i 1 professionals, principal, assistant principal, superintendent or
12 assistant superintendent; provided, that any such person is
13 employed as such by one or more school committees or boards of
14 trustees or by any combination of committees and boards on a
15 basis of not less than half time service in any public school as
16 defined in this section, but excluding any person serving as an
17 exchange teacher in any such public school unless he is a member
18 of the teachers” retirement system at the time of entry into such
19 service; and provided further that a teacher of adult education who
20 otherwise meets the requirements of this definition shall be
21 deemed to be a teacher so long as he is employed in an adult basic
22 education program operated in accordance with G.L. c. 69, sec-
-23 tion IH. “Teacher” shall not be deemed to include, nor shall sec-
-24 tions one to twenty-eight inclusive apply, to any person who is a
25 teacher in the public schools of the city of Boston, except to such
26 a teacher who on September first, nineteen hundred and twenty-
-27 three, was employed by the city of Boston and was then a member
28 of the teachers’ retirement system.

1 SECTION 4. Section 1 of Said Chapter 32 is hereby amended
2 by striking out in lines 475 through lines 480 the following words
3 “; provided, that “teacher” shall not be deemed to include, nor
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4 shall sections one to twenty-eight inclusive apply, to any person
5 who is a teacher in the public schools of the city of Boston, except
6 to such a teacher who on September first, nineteen hundred and
7 twenty-three, was employed by the city of Boston and was then a
8 member of the teachers’ retirement system

1 SECTION 5. The definition of “Regular Compensation” as
2 defined in Section 1 of Chapter 32, and as appearing in the 1996
3 Official Edition, is hereby amended by striking out the third
4 sentence.

1 SECTION 6. Section 1 of Chapter 32 of the General Laws, as
2 appearing in the 1996 Official Edition, is hereby amended by
3 adding the following definition:—
4 Actuarial Assumed Rate of Investment Return: the interest rate
5 assumption used in determining a retirement system’s pension
6 funding schedule.

1 SECTION 7. Paragraph (d) of subdivision (2) of section three
2 of said chapter 32 is hereby amended by striking out in line 18 the
3 words and” and by striking out lines 219 through lines 231.

1 SECTION 8. Clause (iv) of paragraph (a) of subdivision (2) of
2 section 3 of said Chapter 32 is hereby further amended by striking
3 out in lines 64-69 the following words “

; provided, that any such
4 person who becomes regularly employed, as determined by the
5 board as provided for in paragraph (d) of this subdivision, on a
6 part-time, provisional, temporary, temporary provisional, seasonal
7 or intermittent basis, shall become a member in service, if he is
8 classified in Group 1, upon the completion of six calendar months
9 of service, and any other such person”.

1 SECTION 9. Subdivision (8) of section 3of said Chapter 32 is
2 hereby amended by striking out paragraph (c).

1 SECTION 10. Subdivision (1) of section 4of chapter 32 of
2 the General Laws, as appearing in the 1996 Official Edition, is
3 hereby amended by inserting after paragraph (g) the following
4 paragraph;—
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5 (gVi) The period or periods during which any member in
6 service of the teachers’ retirement system was on unpaid leave of
7 absence or resigned prior to 1975 for the purposes of maternity
8 leave from the governmental unit in which the member was
9 employed and had established membership in a Massachusetts

10 contributory retirement system shall be allowed as creditable
11 service, on a proportionate basis which the board shall determine
12 according to rules and regulations adopted by the board and
13 approved by the commission; provided, that no credit shall he
14 allowed until such member has paid into the annuity savings fund
15 of the system before any retirement allowance becomes effective
16 for such member, in one sum, or in installments, upon such terms
17 and conditions as the board may prescribe, an amount equal to the
18 deductions that would have been withheld had the member con-
-19 tinued in service, as determined by the board, together with reg-
-20 ular interest; and provided, further, that no credit shall be allowed
21 and no payment shall be accepted until the member shall have
22 completed ten or more years of membership service. The max-
-23 imum creditable service allowable under this paragraph for any
24 member shall not exceed four years.

1 SECTION 11. Section four of said Chapter 32 is hereby
2 amended by adding after subdivision (2) the following sub-
-3 division:—
4 (2Vi) Filing, Verification and Purchasing of certain Prior
5 Service, (a) Each person becoming a member of the system shall,
6 within one year thereafter and under such rules and regulations
7 adopted by the board and approved by the public employee retire-
-8 ment administration commission, file a detailed statement of any
9 service rendered by him as an employee prior to the date of his

10 becoming a member for which he may claim credit as provided
1 1 for in subdivisions (3) to (8) inclusive, of section three, or in para-
-12 graph (c) of subdivision (2) or of any other applicable general or
13 special law. The board shall verify as soon as practicable after the
14 filing of any such statement of service, the service therein
15 claimed, and shall certify as creditable service all or such part of
16 the service claimed as may be allowable under such rules and reg-
-17 ulations as the board may adopt subject to the approval of the
18 actuary.
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19 (b) Within one year of notification by said board, the member
20 shall notify the board of his intention to purchase said certified
21 creditable service. If said member does not make intention to pur-
-22 chase said service within one year of notification, said member
23 shall be assessed an interest penalty not to exceed the actuarial
24 rate of investment return of said system.

1 SECTION 12. Paragraph (in) of subdivision (1) of Section 5 of
2 said Chapter 32, as appearing in the 1996 Official Edition, is
3 hereby amended by striking out the word “ten” in lines 186
4 and 189 and inserting in place thereof the word “five”.

1 SECTION 13. Subdivision (2) of section 5 of said Chapter 32
2 is hereby amended by striking out paragraph (c).

1 SECTION 14. Paragraph (b) of subdivision (2) of Section 10 of
2 said Chapter 32, as appearing in the 1996 Official Edition, is
3 hereby amended by striking out the word “six” in line 74 and
4 inserting in place thereof the word “five”.

1 SECTION 15, Paragraph {hVi) of said subdivision (2) of said
2 section 10 of said Chapter 32, is hereby amended by striking out
3 the word “ten” in line 94 and inserting in place thereof the word
4 “five”.

1 SECTION 16. Paragraph (a) of subdivision (1) of section 1 1 is
2 hereby amended by adding after the words “For any such
3 member” in lines 9, 13, the following words “except members of
4 the teachers’ retirement system and teachers in the city of Boston
5 retirement system,” and by adding after the words “Any other
6 member” in line 19 the following words “except members of the
7 teachers’ retirement system and teachers in the city of Boston
8 retirement system,” and is further amended by adding after the
9 fourth sentence the following “Any member of the teachers’

10 retirement system or a teacher in the city of Boston retirement
11 system entitled to a return of his accumulated total deduction shall
12 receive one hundred percent of the regular rate of interest payable.

1 SECTION 17. Section 12 of Chapter 32 is hereby amended by
2 striking out the first and second paragraphs of Option (d) of sub-
-3 division (2) and inserting in place thereof the following: —
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4 Option (d), Member Survivor Allowance. At any time a
5 member, upon his written notice on a prescribed form filed with
6 the board prior to his death, may nominate an eligible beneficiary
7 as set forth under option (c) of this section, who if such member
8 dies before being retired shall receive two-thirds of the yearly
9 amount of the option (c) allowance to which such member would

10 have been entitled had his retirement taken place on the date of
11 his death.
12 If such member dies before attaining age sixty and before being
13 retired, such nominated eligible beneficiary shall receive two-
-14 thirds of the retirement allowance to which such member would
15 have been entitled had he attained age sixty at the time of his
16 death and had his retirement taken place on the date of his death;
17 provided that said allowance shall be increased by one percent for
18 each year over five by which the spouse is older than the member
19 and shall be reduced by one percent for each year by which the
20 spouse is younger than the member by more than five years.

1 SECTION 1 8. Paragraph (c) of section 21 of said Chapter 32, is
2 hereby further amended, by adding at the end thereof the
3 following:— “provided, however that the state and teachers’
4 retirement boards in consultation with the actuary shall be
5 directed to prepare the actuarial valuation reports and periodic
6 experience investigations of their systems.”

1 SECTION 19. Paragraph (bVi) of subdivision (1) of section 22
2 of said chapter 32, as appearing, is amended by inserting, in
3 line 72, after the words “any system” the following words: —

4 except the teachers’ retirement system and any teacher who is a
5 member of the city of Boston retirement system,.

1 SECTION 20. Paragraph (i) of subdivision (1) of section 22 of
2 said Chapter 32 is hereby amended by inserting after the first
3 sentence the following sentences;— These amounts become delin-
-4 quent ten days after the due date or on the twentieth. Interest is
5 due on any delinquent amounts at the actuarially assumed interest
6 rate of the state and teachers’ retirement system computed from

the date the payment became delinquent
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1 SECTION 21. Paragraph (a) of subdivision (1) of section 22 of
2 said Chapter 32 is hereby amended by striking out clause (v) and
3 inserting in place thereof the following clause; —

4 (v) Prior to making the transfers provided in clause (iii) the
5 state and teachers’ retirement system shall transfer to the General
6 Fund an amount equal to the estimated amount, as certified to the
7 state and teachers’ retirement board by the office of state trea-
-8 surer, for those retirement related costs incurred by the office of
9 the state treasurer on behalf of the state and teachers’ retirement

10 system.

1 SECTION 22. Paragraph (b) of subdivision (6) of section 22
2 is hereby amended by adding at the end thereof the following
3 sentence: — For any calendar year beginning subsequent to
4 December thirty-first, nineteen hundred and ninety-eight, regular
5 interest for members of the teachers’ retirement system and
6 teachers who are members of the City of Boston retirement
7 system, shall mean interest credited at a rate of two thirds the
8 actuarial assumed rate of investment return for the teachers’
9 retirement system. The rate shall be taken to the nearest tenth of

10 one percent.

1 SECTION 23. Paragraph (a) of section 91 of chapter 32 is
2 hereby amended by adding after the words “retirement for dis-
-3 ability” in line 7 the words “or in accordance with section 91AA
4 of chapter thirty-two”.

1 SECTION 24. Chapter 32 of the General Laws is hereby
2 amended by adding the following section:—
3 Section 91 AA. Any retired member of any retirement system
4 shall be eligible to be reinstated or elect to participate in a retire-
-5 ment system established under this chapter if said retired member
6 repays to the system from which they retired an amount equal to
7 the total amount of any retirement allowance received by said
8 retired member with regular interest thereon. Such payment shall
9 be made in one sum or in installments as the board of retirement

10 shall prescribe.
11 Upon completion of such payment, said retired member shall be
12 entitled to creditable service for all periods of service for which
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13 deductions were made from said retired members regular compen-
-14 sation. Upon reinstatement as a member in service of a retirement
15 system, said member shall be eligible, upon the payment of reg-
-16 ular deductions together with interest thereon to establish cred-
-17 itable service with the retirement system or systems for the period
18 of service during which said member previously waived his retire-
-19 men! allowance. Such payment shall be made in one sum or in
20 installments as the board shall prescribe. In the event said member
21 shall again retire before the completion of made payments, said
22 member shall, in addition to credit for his actual membership
23 service rendered since the date of his reinstatement hereunder, be
24 entitled to credit for the portion of his payment actually made,
25 together with regular interest thereon to the date such retirement
26 becomes effective, bears to the total amount of what his make-up
27 payments, together with regular interest thereon to such latter
28 date. Any pension allowance, or other retirement benefit provided
29 hereunder shall be exclusive of and in the alternative to any other
30 pension, allowance, or other retirement benefit, including any pro-
-31 vided for under any other general or special law.

1 SECTION 25. Chapter 32 of the General Laws is hereby
2 amended by adding after section 28N the following section: —

3 Section 280. Notwithstanding the provisions of sections one to
4 twenty-eight, inclusive, to the contrary, any member of the state
5 teachers retirement system who has at least thirty years of cred-
-6 itable service shall, at his own request, be retired by said retire-
-7 merit board. Upon retirement under the provisions of this section
8 a member shall receive a retirement allowance to become effec-
-9 live on the date of his retirement. Payments under such allowance

10 shall be made as provided for in section twelve and thirteen and
11 the normal yearly amount thereof shall be determined by multi-
-12 plying the number of years and full months of creditable service
13 by a factor of two percent and by multiplying the average annual
14 rate of regular compensation received by such member during any
15 period of three consecutive years of creditable service for which
16 such rate of compensation was the highest, or on the average
17 annual rate of regular compensation received by such member
18 during the period or periods, whether consecutive or not, const!-
19 luting his last three years of creditable service preceding retire-
-20 ment, whichever is the greater. Any member retired under the
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21 provisions of this section who is a veteran as defined in section
22 one shall receive an additional yearly retirement allowance of fif-
-23 teen dollars for each year of creditable service or fraction thereof;
24 provided, however, that the total amount of said additional retire-
-25 ment allowance shall not exceed three hundred dollars in any case.

1 SECTION 26. Chapter 32 is hereby amended by adding after
2 section 28N the following section:—
3 Section 28 . Optional retirement program; participation.
4 (I)(a) Notwithstanding the provisions of chapter thirty-two of the
5 General Laws, or of any general or special law to the contrary the
6 teachers’ retirement board shall establish an optional retirement
7 program under which custodial accounts described in sec-
-8 tion 403(b)(7) of the Internal Revenue Code, as it may be
9 amended from time to time, or contracts providing retirement and

10 death benefits may be purchased for eligible members who elect
11 to participate in the program. The benefits to be provided for par-

-12 ticipants in such optional retirement program shall be provided
13 through such custodial accounts or individual or group annuity
14 contracts, which may be fixed or variable in nature, or a combina-
-15 tion thereof, provided that, at all times, those annuity contracts
16 issued by licensed insurers under the optional retirement program
17 shall provide the minimum values and guarantees required by the
18 laws governing such contracts in the commonwealth; and pro-
-19 vided, further, that the benefits shall be payable only to partici-
-20 pants in the program or their beneficiaries, and such benefits shall
21 be paid only by the selected providers in accordance with the
22 terms of the custodial accounts, annuity contracts or certificates
23 providing coverage to the participant; provided that such optional
24 retirement program shall not allow a participant to withdraw con-
-25 tributions while an active participant in the commonwealth’s
26 optional retirement program.
27 (b) Said board shall select at least two but no more than four
28 providers for the optional retirement program and enter into con-
-29 tracts with them in accordance with the laws governing the pro-
-30 curement of services for executive agencies of the commonwealth,
31 provided that such procurements shall not be subject to the
32 approval of the commissioner of administration; provided, further,
33 that the selected providers shall be authorized to conduct business
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34 within the commonwealth, and each and every provider or issuer
35 of annuity contracts under the optional retirement program which
36 is a life insurance company shall hold a certificate of authority to
37 do a life insurance business in the commonwealth, maintain the
38 minimum required capital and surplus required for life insurance
39 companies under the laws of the commonwealth, be a member of
40 the commonwealth’s life and health insurance guaranty associa-
-41 tion and be a member of the life and health insurance guaranty
42 associations in any and all jurisdictions where required by law
43 with similar retirement programs funded in whole or in part
44 through the provider’s annuities in which participants in the
45 optional retirement program might participate upon transfer of
46 employment; and provided, further, that said board shall coordi-
-47 nate the transfer of funds and information between payroll centers,
48 the selected providers and plan participants.
49 (c) The board shall promulgate regulations governing the
50 administration of and participation in the plan. Such regulations
51 shall be reviewed by the public employee retirement administra-
-52 tion commission.
53 (2)(a) Participation in the optional retirement program provided
54 by this section shall be limited to persons who are otherwise eli-
-55 gible for membership in the state employees’ retirement system as
56 established under the provisions of chapter thirty-two; provided,
57 that they are a superintendent, assistant superintendent or
58 principal.
59 (b) Elections to participate in the optional retirement program
60 shall be made as follows;

61 (i) Any eligible employee who is initially appointed on or after
62 the effective date of the optional retirement program may elect in
63 writing to participate in the optional retirement program within
64 ninety days of the effective date of the appointment. Any such
65 election shall be effective as of the effective date of appointment.
66 If an eligible employee fails to make an election as provided in
67 this paragraph, such employee shall become a member of the
68 teachers’ retirement system established under the provisions ot
69 said chapter thirty-two.
70 (ii) Any eligible employee who is a member of any retirement
71 system established under the provisions of said chapter thirty-two
72 on the effective date of the optional retirement program but who
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73 has less than ten years of creditable service on the effective date
74 of the optional retirement program may elect in writing to partici-
-75 pate in the optional retirement program within ninety days after
76 the effective date of the optional retirement program. Any such
77 election shall become effective on the first day of the pay period
78 next following such election, and shall constitute a waiver of all
79 retirement benefits to which the individual may be entitled as an
80 employee under any retirement system established under the pro-
-81 visions of said chapter thirty-two.
82 (iii) Any employee who is a member of any retirement system
83 established under the provisions of said chapter thirty-two but
84 who has less than ten years of creditable service on the date such
85 employee becomes eligible to participate in the optional retire-
-86 ment program may elect in writing to participate in such optional
87 retirement program within ninety days of the date said employee
88 becomes eligible. Any such election shall become effective on the
89 first day of the pay period next following such election, and shall
90 constitute a waiver of all retirement benefits to which the indi-
-91 vidual may be entitled as an employee under any retirement
92 system established under the provisions of said chapter thirty-two.
93 (iv) Any eligible employee electing to participate in the
94 optional retirement program shall be ineligible for membership in
95 the teachers’ retirement system as long as he remains continu-
-96 ously’ employed in any eligible position; provided, that the elec-
-97 tion by an eligible employee to participate in the optional
98 retirement program shall be irrevocable for so long as the
99 employee continues to meet the eligibility requirements; provided
100 further, however, if an employee becomes ineligible to continue in
101 the optional retirement program, the employee shall thereafter
102 participate in the teachers’ retirement system established in accor-
-103 dance with the provisions of said chapter thirty-two.
104 (3) (a) Any eligible employee electing to participate in the
105 optional retirement program shall not be required to make contri-
-106 butions to the teachers’ retirement system but shall contribute to
107 the optional retirement program an amount equal to the contribu-
-108 tion which would have been required had such employee been an

109 member of the teachers’ retirement system

110 (b) For each eligible employee electing to participa!
111 optional retirement program, the teachers’ retirement syst
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contribute an amount equal to three percent of each employee’s
regular compensation, as defined in section one of chapter thirty-
two, to the optional retirement program and a plan established to
provide life and disability benefits to all participants in die pro-
gram, provided, however, that not more than one percent of said
contribution shall be made to the plan established to provide said
life and disability benefits; and provided, further, that the balance
of said contribution shall be remitted to the appropriate provider
for application to the participating employee’s contract or custo-
dial account, less any monthly fees established by the board and
approved in advance by the state comptroller in order to cover the
reasonably necessary direct costs incurred by the board in estab-
lishing and administering the plan; and provided, further, that no
funds shall be invested in any bank or financial institution which
directly or through any subsidiary has outstanding loans to any
individual or corporation engaged in the manufacture, distribution
or sale of firearms, munitions, including rubber or plastic
bullets, tear gas, armored vehicles or military aircraft for use or
deployment in any activity in Northern Ireland, and no assets shall
be invested in the stocks, securities or other obligations of any
such company so engaged.
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(c) If any eligible employee is a member of any retirement
system established under the provisions of said chapter thirty-two
at the time such employee elects to participate in the optional
retirement program, the employee may direct that the amount of
the accumulated total deductions, and any interest to which the
employee would be entitled under said chapter thirty-two if the
employee withdrew from the system, credited to such employee’s
account in such retirement system be transferred directly to such
employee’s account in the optional retirement program. Any such
transfer shall be made in the form of a direct trustee-to-trustee
transfer in compliance with the requirements of subchapter D of
chapter one of the federal Internal Revenue Code.
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(d) The funds accumulated under the optional retirement
program shall be exempt from taxation. The rights of a participant
to a custodial account, an annuity, the annuity contracts or certifi-
cates providing coverage to participants, and all right in and to the
funds accumulated under the custodial accounts, annuity contracts
or certificates shall be exempt from taxation, including income
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151 taxes levied under the provisions of said chapter sixty-two. No
152 assignment of any right in or to any funds or annuities under the
153 optional retirement program shall be valid except such assignment
154 as may be made for the purpose of making restitution in the case
155 of dereliction from dUty by any participant as set forth in section
156 fifteen of said chapter thirty-two as long as such assignment does
157 not violate the restrictions of the Internal Revenue Code; provided
158 that nothing in this section shall prevent a participant’s custodial
159 account or annuity from being attached, taken on execution,
160 assigned, or subject to other process to satisfy a support order
161 under chapter two hundred and eight, two hundred and nine, or
162 two hundred and seventy-three as long as such order constitutes a
163 qualified domestic relations order under the terms of the Internal
164 Revenue Code.

1 SECTION 27. Chapter 32 of the General Laws is hereby
2 amended by deleting in Section 9(2)(a) the words “and does not
3 remarry” in line 50, and in Section 100 by striking the sentence
4 beginning on line 24, and the words “or remarriage” on lines 26
5 and 33. Further, the words “for as long as she remains unmarried”
6 inline 10 of section 101 shall be stricken.

1 SECTION 28. Section 102 of said Chapter 32, is hereby
2 amended by striking out paragraph (c) and inserting in place
3 thereof the following subdivision:—
4 (c) In any case where such former employee, spouse, or other
5 beneficiary is receiving an annual retirement allowance, pension
6 or annuity which is $20,000 or more exclusive of additional
7 annuity obtained by special purchase under paragraph (g) of sub-
-8 division (1) of section 22 or any similar law, the cost of living
9 adjustment shall be in an amount determined by applying the per-

-10 centum of change determined pursuant to paragraph (a) to the sum
11 of $20,000, Whenever a cost of living adjustment is granted pur-

-12 suant to said paragraph (a), the dollar amount of such increase as
13 determined in said paragraph (a) shall be added to each retirement
14 allowance, pension or annuity which is in excess of said
15 maximum base amount. The sum of the dollar amount of such cost
16 of living adjustments, together with the amount of retirement
17 allowance, pension or annuity to which the cost of living
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I 8 percentum. factor is applied and any amounts in excess of $20,000
19 shall become the fixed retirement allowance, pension or annuity
20 for all future purposes including the application of subsequent
21 cost of living adjustments in future years; provided, however, that
22 the limitations of this paragraph shall continue to apply.

1 SECTION 29. Chapter 32 of the Massachusetts General Laws
2 is hereby amended by adding the following section:—
3 Section 104 DEFERRED RETIREMENT OPTION
4 PROGRAM. (1)(a) In general, and subject to the provisions of
5 this section, the Deferred Retirement Option Program, hereinafter
6 referred to as the DROP, is a program under which an eligible
7 member of the Massachusetts Teachers’ Retirement System may
8 elect to participate, deferring receipt of retirement benefits while
9 continuing employment with his or her employer. The deferred

10 monthly benefits shall accrue in the Commonwealth Pension
11 Liability Fund on behalf of the participant, plus interest
12 compounded monthly, for the specified period of the DROP
13 participation, as provided in paragraph (c). Upon termination of
14 employment, the participant shall receive the total DROP benefits
15 and begin to receive the previously determined normal retirement
16 benefits. Participation in the DROP does not guarantee employ-
-17 ment for the specified period of DROP.
18 (a) Eligibility of member to participate in the DROP.
19 All active Teachers’ Retirement System members in a regularly
20 established position, are eligible to elect participation in the
21 DROP provided that:
22 1. Election to participate is made within 12 months immedi-
-23 ately following the date on which the member first reaches normal
24 retirement date, or, for a member who reaches normal retirement
25 date based on service before he or she reaches age 62. For a
26 member who first reached normal retirement date or the deferred
27 eligibility date described above prior to the effective date of this
28 section, election to participate shall be made within 12 months
29 after the effective date of this section. A member who fails to
30 make an election within such 12-month limitation period shall for-
-31 feit all rights to participate in the DROP. The member shall advise
32 his or her employer and the board in writing of the date on which
33 the DROP shall begin. Such beginning date may be subsequent to
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34 the 12-month election period, but must be within the 60-month
35 limitation period as provided in subparagraph (b)l.
36 The employer of a member electing to participate in the DROP,
37 or employers if dually employed, shall acknowledge in writing to
38 the board the date the member’s participation in the DROP begins
39 and the date the member’s employment and DROP participation
40 will terminate.
41 A DROP participant may change employers while participating
42 in the DROP, subject to the following:
43 a. A change of employment must take place without a break in
44 service so that the member receives salary for each month of con-
-45 tinuous DROP participation. If a member receives no salary
46 during a month, DROP participation shall cease unless the
47 employer verifies a continuation of the employment relationship
48 for such participant.
49 b. Such participant and new employer shall notify the board on
50 forms required by the board as to the identity of the new
51 employer.
52 c. The new employer shall acknowledge, in writing, the partici-
-53 pant’s DROP termination date, which may be extended but not
54 beyond the original 60-month period provided in subparagraph
55 (b) 1., shall acknowledge liability for any additional retirement
56 contributions and interest required if the participant falls to timely
57 terminate employment, and shall be subject to the adjustment
58 required in subparagraph (c)4.d.
59 (b) Participation in the DROP.
60 1. An eligible member may elect to participate in the DROP for
61 a period not to exceed a maximum of 60 calendar months immedi-
-62 ately following the date on which the member first reaches his or
63 her normal retirement date or the date to which he or she is eli-
-64 gible to defer his or her election to participate as provided in sub-
-65 paragraph (a)2. However, a member who has reached normal
66 retirement date prior to the effective date of the DROP shall be
67 eligible to participate in the DROP for a period of time not to
68 exceed 60 calendar months immediately following the effective
69 date of the DROP.
70 2. Upon deciding to participate in the DROP, the member shall
71 submit, on forms required by the board:
72 a. A written election to participate in the DROP
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b. Selection of the DROP participation and termination dates,
which satisfy the limitations stated in paragraph (a) and subpara-
graph 1. Such termination date shall be in a binding letter of resig-
nation with the employer, establishing a deferred termination date.
The member may change the termination date within the limita-
tions of subparagraph 1, but only with the written approval of his
employer;
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c. A properly completed DROP application for service
retirement as provided in this section;

80
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d. Any other information required by the board.82
The DROP participant shall be a retiree under the Teachers’

Retirement System for all purposes. However, participation in the
DROP does not alter the participant’s employment status and such
employee shall not be deemed retired from employment until his
or her deferred resignation is effective and termination occurs.
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(c) Benefits payable under the DROP.88
1. Effective with the date of DROP participation, the member’s

initial normal monthly benefit, including creditable service, age,
and average final compensation, and the effective date of retire-
ment shall be fixed. The beneficiary established under the
Teachers’ Retirement System shall be the beneficiary eligible to
receive any DROP benefits payable if the DROP participant dies
prior to the completion of the period of DROP participation. In the
event a joint annuitant predeceases the member, the member may
name a beneficiary to receive accumulated DROP benefits
payable. Such retirement benefit, the annual cost of living adjust-
ments provided in 5.102, and interest shall accrue monthly in the
CPLF. Such interest shall accrue at an effective annual rate of two
thirds of the actuarial assumed interest rate assumption of the
commonwealth’s pension funding schedule compounded monthly,
on the prior month’s accumulated ending balance, up to the month
of termination or death.
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2. The effective date of DROP participation and the effective
date of retirement of a DROP participant shall be the first day of
the month selected by the member to begin participation in the
DROP, provided such date is properly established, with the
written confirmation of the employer, and the approval of the
board, on forms required by the board.
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Normal retirement benefits and interest thereon shall continue
to accrue in the DROP until the established termination date of the

111
112
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113 DROP, or until the participant terminates employment or dies
114 prior to such date. Although individual DROP accounts shall not
115 be established, a separate accounting of each participant’s accrued
116 benefits under the DROP shall be calculated and provided to par-
-117 ticipants.
118 4. At the conclusion of the participant’s DROP, the board shall
119 distribute the participant’s total accumulated DROP benefits, sub-
-120 ject to the following provisions:
121 a. The board shall receive verification by the participant’s
122 employer or employers that such participant has terminated
123 employment.
124 b. The terminated DROP participant or, if deceased, such par-
125 ticipant’s named beneficiary, shall elect on forms provided by the
126 board to receive payment of the DROP benefits in accordance
127 with one of the options listed below. For a participant or benefi-
128 ciary who fails to elect a method of payment within 60 days of
129 termination of the DROP, the board will pay a lump sum as pro-
130 vided in sub-sub-subparagraph (1).
131 (i) Lump sum. All accrued DROP benefits, plus interest, less
132 withholding taxes remitted to the Internal Revenue Service, shall
133 be paid to the DROP participant or surviving beneficiary
34 (ii) Direct rollover. All accrued DROP benefits, plus interest,

135 shall be paid from the DROP directly to the custodian of an eli-
136 gible retirement plan as defined in s. 402(c)(8)(B) of the Internal
137 Revenue Code. However, in the case of an eligible rollover distri-
138 bution to the surviving spouse of a deceased participant, an eli-
139 gible retirement plan is an individual retirement account or an
140 individual retirement annuity as described in s. 402(c)(9) of the
141 Internal Revenue Code
142 (iii) Partial lump sum. A portion of the accrued DROP benefits
143 shall be paid to the DROP participant.or Surviving spouse, less
144 withholding taxes remitted to the Internal Revenue Service, and
145 the remaining DROP benefits shall be transferred directly to the
146 custodian of an eligible retirement plan as defined in
147 s.402(c)(8)(B) of the Internal Revenue Code. However, in
148 the case of an eligible rollover distribution to the surviving spouse
149 of a deceased participant, an eligible retirement plan is an
150 individual retirement account or an individual retirement annuity
151 as described in 5.402(c)(9) of the Internal Revenue Code
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The proportions shall be specified by the DROP participant or
surviving beneficiary.

152
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The form of payment selected by the DROP participant or sur-
viving beneficiary complies with the minimum distribution
requirements of the Internal Revenue Code.
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d. A DROP participant who fails to terminate employment shall
be deemed not to be retired, and the DROP election shall be null
and void. Teachers’ Retirement System membership shall be
reestablished retroactively to the date of the commencement of the
DROP, and each employee shall be required to pay to the CPLF
the difference between the DROP contributions paid in paragraph
(1) and the contributions required for the Teachers’ Retirement
System membership during the period the member participated in
the DROP, plus two thirds of the actuarial assumed interest rate of
return of the commonwealth’s pension funding schedule
compounded annually.
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6, The accrued benefits of any DROP participant, and any con-
tributions accumulated under such program, shall not be subject to
assignment, execution, attachment, or to any legal process what-
soever, except for qualified domestic relations orders by a court of
competent jurisdiction, income deduction orders, and federal
income tax levies.
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7. DROP participants shall not be eligible for disability retire-
ment benefits as provided in section six or section seven of said
Chapter 32.

174
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177 (d) Death benefits under the DROP.

1. Upon the death of a DROP participant, the named benefi-
ciary shall be entitled to apply for and receive the accrued benefits
in the DROP as provided in 3sub-subparagraph (c)4.b.
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2. The normal retirement benefit accrued to the DROP during
the month of a participant’s death shall be the final monthly
benefit credited for such DROP participant.
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Eligibility to participate in the DROP terminates upon death of
the participant. If the participant dies on or after the effective date
of enrollment in the DROP, but prior to the first monthly benefit
being credited to the DROP, Teachers’ Retirement System benefits
shall be paid.
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(e) Cost-of-living adjustment. On each July first, the partici-
pants’ normal retirement benefit shall he increased as provided in
section 102 if applicable.
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(g) Renewed membership. DROP participants shall not be eli-
gible for renewed membership in the Teachers’ Retirement
System.
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(h) Employment limitation after DROP participation. Upon sat-
isfying the definition of termination of employment as provided,
DROP participants shall be subject to such reemployment limita-
tions as other retirees. Reemployment restrictions applicable to
retirees as provided in chapter 32 shall not apply to DROP partici-
pants until their employment and participation in the DROP are
terminated.
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(k) Administration of program. The board shall make such rules
as are necessary for the effective and efficient administration of
this subsection. The board shall not be required to advise mem-
bers of the federal tax consequences of an election related to the
DROP but may advise members to seek independent advice.
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SECTION 30. A special commission is hereby established, for
2 the purpose of making an investigation and study of the changing

demographics of the teaching profession as we move into the3
twenty-first century. Said investigation and study shall include,4
but not be limited to, retirement benefit issues affecting teacher5

recruitment, retention, re-employment, portability, and vesting6
7 The commission shall consist of three members of the senate, two

of whom shall be appointed by the senate president and one of8
whom shall be appointed by the senate minority leader; three9
members of the house of representatives, two of whom shall be10
appointed by the speaker of the house of representatives; and one11
of whom shall be appointed by the house minority leader; the12
governor or his designee; the commissioner of education or his13
designee, who shall serve as chairman; the executive director of14

15 the Massachusetts Teachers’ retirement system; a representative
16 of a teacher union or association to be appointed by the governor;
17 and a representative of the Massachusetts Superintendents Asso-
18 ciation to be appointed by the governor from a list of nominations
19 submitted by the Massachusetts Association of School Super
20 intendents. Said commission shall report to the general court th
21 results of its study and its recommendations, together \

22 of legislation necessary to carry such recommendations int
23 by filing the same with the clerk of the house of representati
24 on or before March 1, 1999
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