Be it enacted by the People of the State of Maine as follows:





	Sec. 1.  Carriers to offer deferred retirement option program.  By January 1, 2006, the Department of Administrative and Financial Services, Bureau of Human Resources, Division of Employee Health and Benefits shall require a carrier of a deferred compensation plan for state employees to offer a deferred retirement option program, referred to in this Act as "DROP," in which state employees may participate.  The DROP must enable a state employee who has reached normal retirement age and chooses to participate to deposit up to 100% of the equivalent of that employee's retirement contributions into a DROP account, which must be structured in a manner such that the account accrues interest and any taxes on the account are deferred until the end of the DROP period.  The DROP period must be for no less than 3 years and no more than 5 years.  The Department of Administrative and Financial Services, Bureau of Human Resources, Division of Employee Health and Benefits shall adopt rules to implement this section.  Rules adopted pursuant to this section are routine technical rules as defined in the Maine Revised Statutes, Title 5, chapter 375, subchapter 2-A. 





	Sec. 2. Maine State Retirement System to allow participation in deferred retirement option program.  The Maine State Retirement System shall allow a state employee participating in the system who has reached normal retirement age to elect to participate in a deferred retirement option program after January 1, 2006.  An employee choosing to participate in a DROP must retire and be rehired in the same state position and deposit all or a portion of the equivalent of the employee's retirement contributions into a DROP account in accordance with rules adopted by the Department of Administrative and Financial Services, Bureau of Human Resources, Division of Employee Health and Benefits.  The Maine State Retirement System shall adopt rules to implement this section.  Rules adopted pursuant to this section are routine technical rules as defined in the Maine Revised Statutes, Title 5, chapter 375, subchapter 2-A.








SUMMARY





	This bill directs the Department of Administrative and Financial Services, Bureau of Human Resources, Division of Employee Health and Benefits to require that a carrier of a deferred compensation plan for state employees also provide a deferred retirement option program, referred to as "DROP," to state employees.  Under a DROP, a state employee retires and is rehired, and elects to deposit all or a part of the equivalent of the employee's retirement contributions into a pre-tax account for 3 to 5 years.  The bill directs the Division of Employee 
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Health and Benefits to adopt rules by January 1, 2006 to implement these programs, and directs the Maine State Retirement System to adopt rules allowing state employees who participate in the retirement system and have reached normal retirement age to elect to enroll in a DROP.
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