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FISCAL IMPACT 
HB 2796 seeks to create a Deferred Retirement Option Plan (DROP) for 
eligible members of Downstate Firefighters’ Pension Funds.  HB 3765, as 
amended by HA 3, from the 103rd General Assembly, was studied by CGFA’s 
consulting actuary.  A summary chart of the impact on employer 
contributions for the cities of Aurora and Rock Falls is shown below.  A flow-
chart of the different iterations of DROP legislation from the 103rd General 
Assembly can be found in Appendix I.  The full actuarial study for the DROP 
plan from HB 3765 can be found in Appendix II. 
 

 
  

 
 

Fund Year Baseline DROP Impact Impact % DROP Impact Impact %

2023 14,277.0$          16,436.1$          2,159.1$            15.1% 16,085.4$          1,808.4$            12.7%

2024 14,308.6$          16,557.7$          2,249.0$            15.7% 16,192.3$          1,883.7$            13.2%

2025 14,520.0$          16,863.4$          2,343.3$            16.1% 16,482.6$          1,962.5$            13.5%

2026 14,749.5$          14,436.3$          (313.2)$              -2.1% 14,162.2$          (587.3)$              -4.0%

2027 15,028.9$          14,869.6$          (159.3)$              -1.1% 14,623.4$          (405.5)$              -2.7%

2023 285.3$               323.3$               38.0$                 13.3% 319.0$               33.7$                 11.8%

2024 288.2$               327.7$               39.5$                 13.7% 323.2$               35.0$                 12.2%

2025 296.2$               337.4$               41.2$                 13.9% 332.7$               36.5$                 12.3%

2026 304.6$               288.0$               (16.6)$               -5.5% 285.2$               (19.5)$               -6.4%

2027 315.1$               312.4$               (2.7)$                 -0.9% 309.7$               (5.4)$                 -1.7%

Rock Falls Fire

Impact of DROP on Article 4 Funds
Municipal Contribution

($) in Thousands Scenario 1 (100% Enter, 5 Years in DROP) Scenario 2 (80% Enter, 3 Years in DROP)

Aurora Fire
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SUBJECT MATTER:   HB 2796 amends the Downstate Firefighters’ Article of the Illinois 
Pension Code to create a Deferred Retirement Option Plan (DROP) for eligible members of 
Downstate Firefighters’ Pension Funds.  More detail is provided below. 
 
COMMENT:   
 
DROP Explanation 
 

• Deferred Retirement Option Plans (DROP) are designed to encourage continued 
employment past the eligible retirement age for a period of time (usually 3-5 years). 
Below is a summary of the salient features of DROP plans: 

o Workers continue to draw a salary but are considered retired (for annuity 
purposes);  

o The pension annuity amount the worker is entitled to receive starting on the date 
they are considered “retired” (DROP date) is credited to the member’s individual 
DROP account; and  

o Upon completion of the DROP period, the member’s DROP account balance is 
available in a lump-sum amount, which can be distributed in any of the following 
ways:  
 a one-time payment; 
 a payment plan over time; 
 a payment rolled into an IRA. 

 
HB 2796 DROP Provisions 
 

• Beginning January 1, 2026, a DROP plan will be made available for eligible members, 
regardless of Tier, of the Downstate Firefighters’ Pension Fund.  Eligible participants 
must: 

o be in active service; 
o have attained age 50; and 
o have at least 20 years of creditable service in the Fund. 

• Participation in the DROP is limited to once per member, and the election to participate 
must be made by the participant within 3 years after becoming eligible; 

• The start date of participation in the DROP shall be the first day of a calendar month and 
not less than 30 nor more than 90 days after filing the application; 

• The DROP duration is 3 years; 
• Participation in the DROP shall continue until one of the following occurs: 

o Termination of service; 
o Death of member; 
o Disability for which the member receives a benefit; or 
o Expiration of 3 years from the date the member began participation. 

• Individual DROP accounts shall consist of: 
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o The monthly retirement annuity the participant would have been eligible to receive 
if the participant had terminated service on the date of participation in the DROP, 
as well as any increases the member would be eligible for; 

o Employee contributions paid by the participant during the DROP period; and 
o Interest on the balance of the account will accrue at a rate of 7% per annum, paid 

and compounded monthly, throughout the DROP participation period. 
• Upon expiration or termination of the member’s participation in the DROP, the member 

will receive the retirement annuity that they would have received had they retired on the 
date they entered the DROP with applicable automatic increases accrued during the 
DROP duration. 

• Members have the option of receiving the balance of their DROP account in a monthly 
annuity or a lump-sum after expiration of their participation. 

o Lump-sum payments may be rolled over into an IRA or another qualified tax-
deferred retirement plan (e.g., 401(k), 457, 403(b)). 

o Annuities shall be a fixed amount and not subject to annual or other increases. 
o If a member receiving a DROP benefit in the form of an annuity re-enters service, 

said annuity payments shall be suspended until the member’s subsequent 
retirement. 

o If the member dies while participating in the DROP, the DROP benefit shall be 
paid as a lump-sum to the survivor or the deceased member’s estate. 

o If the member dies while receiving a DROP benefit in the form of an annuity and 
the account balance exceeds the total amount of DROP payments received, the 
excess shall be refunded to the survivor or the deceases member’s estate. 

• During participation in the DROP, a member remains eligible to apply for a disability 
benefit, and upon acceptance of a disability benefit, a member shall: 

o terminate participation within the DROP; 
o be credited with employee contributions and creditable service for the period of 

participation in the DROP; 
o see their letter of resignation from service voided; and 
o forfeit all DROP account funds, which will be returned to the Downstate 

Firefighters’ Pension Fund. 
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Appendix I 
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