INITIAL REPORT TO THE LEGISLATURE
Department of the Treasury
Board of Trustees of the Louisiana State Employees’ Retirement System
Part I. Louisiana State Employees' Retirement System
DROP Program
(LAC 58:I.2713)
The Department of the Treasury, Board of Trustees of the Louisiana State Employees’
Retirement System (“LASERS”) proposes amendment of a provision in Chapter 27 of Part I of
LAC Title 58. The proposed rule change is required to comply with changes in federal law made
by the Secure Act, which became law in December of 2019. The Act changed the time when a
Required Minimum Distribution (“RMD”) must be made from Deferred Option Retirement Plan
(“DROP”) accounts of LASERS retirees. The age was moved from age 70 ½ to age 72. Section
2713 must be amended to conform to that change. The proposed rule change complies with and
is enabled by R.S. 11:515. The intent is to put the rule changes into place on December 20, 2020.

Cindy Rougeou
Executive Director

Chapter 27. DROP Program
Subchapter C. Withdrawal
§2713.

Time for Disbursement

A.‐B. …
C. When a retiree reaches age 72, mandatory annual distributions shall begin in accordance with
IRS regulations. The amount of the distributions will be recalculated annually. The mandatory
distribution is based on the retiree's age and DROP account balance using the table above.
D.
AUTHORITY NOTE: Promulgated in accordance with R.S. 11:515.
HISTORICAL NOTE: Promulgated by the Department of Treasury, Board of Trustees of the State
Employees' Retirement System, LR 22:373 (May 1996), amended LR 25:2466 (December 1999), LR
29:1121 (July 2003), LR 30:2079 (September 2004), LR 32:1070 (June 2006), LR 35:2476 (November
2009), LR 46: .

RETIREMENT
B. Plan year shall mean fiscal year. The actual posting of
interest shall not be performed until the system actuary's
report is approved by the Public Retirement Systems
Actuarial Committee.

provided to LASERS, in writing, no later than November 15
of that year.
4. Delayed Withdrawal. The participant may choose
not to withdraw the DROP account until some later date;
however, the account must be disbursed within the time
period shown in §2713.

C. Interest shall not be paid on funds transferring to the
Self-Directed Plan. DROP participants who are vested under
LAC 58:I.4103 who choose to transfer their funds to the
SDP shall not be paid DROP interest under this Section
beginning on the date LASERS receives the participant's
request for transfer. DROP participants who were not vested
under LAC 58:I.4103 shall not be paid DROP interest under
this Section.

AUTHORITY NOTE: Promulgated in accordance with R.S.
11:515.
HISTORICAL NOTE: Promulgated by the Department of
Treasury, Board of Trustees of the State Employees' Retirement
System, LR 22:373 (May 1996), amended LR 25:2465 (December
1999).

§2713. Time for Disbursement

AUTHORITY NOTE: Promulgated in accordance with R.S.
11:515.
HISTORICAL NOTE: Promulgated by the Department of
Treasury, Board of Trustees of the State Employees' Retirement
System, LR 22:373 (May 1996), amended LR 31:946 (April 2005),
LR 32:1070 (June 2006), LR 35:2476 (November 2009).

A. The DROP account must be totally disbursed within
the expected lifetime of the participant in accordance with
federal laws. The expected lifetime is determined based on
the age of the participant on the date of termination. All
funds from the DROP account must be withdrawn in
accordance with the Internal Revenue Services Guidelines.

§2717. Changes in Withdrawal
A. The type of withdrawal or the amount may be
changed upon written notice. Requests for change received
in the office of LASERS by the fifteenth of one month shall
be effective the following month.

B. Disbursements from the DROP accounts shall be
made on the first day of each month; if the first is a weekend
or holiday, the disbursement shall be made on the following
workday.

B. The participant must indicate whether federal income
taxes should be withheld from the amount disbursed. The tax
instructions must be provided by the participant before a
disbursement can be made.

C. When a retiree reaches age 70 1/2, mandatory annual
distributions shall begin in accordance with IRS regulations.
The amount of the distributions will be recalculated
annually. The mandatory distribution is based on the retiree's
age and DROP account balance using the table above.

C. The forms for selecting the method of disbursement
and the tax instructions shall be provided to the participant at
the time of termination, or upon request.

D. Requested withdrawals from DROP accounts which
would leave a balance in that account of $500 or less shall
be processed as a request for disbursement of the entire
balance. All such withdrawal requests shall result in the
closing of the account. LASERS may, at its option, conduct
audits to identify DROP accounts with a balance of $500 or
less and may disburse the entire amount to the person in
whose name the account exists or to their beneficiary after
giving notice of at least 30 days prior to disbursement.

AUTHORITY NOTE: Promulgated in accordance with R.S.
11:515.
HISTORICAL NOTE: Promulgated by the Department of
Treasury, Board of Trustees of the State Employees' Retirement
System, LR 22:373 (May 1996).

Subchapter D. "New" DROP
Editor's Note: To the extent that the above provisions are not
impacted by the following Sections, they shall apply to the
new DROP. Any of the above provisions which conflict with
the following provisions under the new DROP, the following
provisions shall control.

AUTHORITY NOTE: Promulgated in accordance with R.S.
11:515.
HISTORICAL NOTE: Promulgated by the Department of
Treasury, Board of Trustees of the State Employees' Retirement
System, LR 22:373 (May 1996), amended LR 25:2466 (December
1999), LR 29:1121 (July 2003), LR 30:2079 (September 2004),
LR 32:1070 (June 2006), LR 35:2476 (November 2009).

§2719. Eligibility
A. Members who become eligible for retirement on or
after January 1, 1996 will only be eligible for the new
DROP. Members who were eligible for retirement on or
prior to December 31, 1995 will have the option of joining
either DROP, unless they have been eligible for regular
retirement in excess of three years and 60 days.

§2715. Interest
A. Interest shall not be credited to a participant's
subaccount during the period of participation and shall be
based on the balance of the account at the end of each
month. All amounts which remain credited to the
individual's subaccount after termination of participation in
the plan, which is not transferred to a self-directed
subaccount under R.S. 11:451.1, shall be credited with
interest at the end of each plan year at a rate equal to the
realized return on the system's portfolio for that plan year as
certified by the system actuary in his actuarial report, less
1/2 of 1 percent.
Louisiana Administrative Code

January 2020

AUTHORITY NOTE: Promulgated in accordance with R.S.
11:515.
HISTORICAL NOTE: Promulgated by the Department of
Treasury, Board of Trustees of the State Employees' Retirement
System, LR 22:373 (May 1996).

§2721. Participation in New DROP
A. A member will be eligible for DROP as soon as he is
eligible for retirement.
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United States Code Annotated
Title 26. Internal Revenue Code (Refs & Annos)
Subtitle A. Income Taxes (Refs & Annos)
Chapter 1. Normal Taxes and Surtaxes (Refs & Annos)
Subchapter D. Deferred Compensation, Etc. (Refs & Annos)
Part I. Pension, Profit-Sharing, Stock Bonus Plans, Etc. (Refs & Annos)
Subpart A. General Rule (Refs & Annos)
26 U.S.C.A. § 401, I.R.C. § 401
§ 401. Qualified pension, profit-sharing, and stock bonus plans
Effective: March 27, 2020
Currentness

(a) Requirements for qualification.--A trust created or organized in the United States and forming part of a stock bonus,
pension, or profit-sharing plan of an employer for the exclusive benefit of his employees or their beneficiaries shall constitute
a qualified trust under this section--

(1) if contributions are made to the trust by such employer, or employees, or both, or by another employer who is entitled to
deduct his contributions under section 404(a)(3)(B) (relating to deduction for contributions to profit-sharing and stock bonus
plans), or by a charitable remainder trust pursuant to a qualified gratuitous transfer (as defined in section 664(g)(1)), for the
purpose of distributing to such employees or their beneficiaries the corpus and income of the fund accumulated by the trust
in accordance with such plan;

(2) if under the trust instrument it is impossible, at any time prior to the satisfaction of all liabilities with respect to employees
and their beneficiaries under the trust, for any part of the corpus or income to be (within the taxable year or thereafter) used
for, or diverted to, purposes other than for the exclusive benefit of his employees or their beneficiaries (but this paragraph
shall not be construed, in the case of a multiemployer plan, to prohibit the return of a contribution within 6 months after the
plan administrator determines that the contribution was made by a mistake of fact or law (other than a mistake relating to
whether the plan is described in section 401(a) or the trust which is part of such plan is exempt from taxation under section
501(a), or the return of any withdrawal liability payment determined to be an overpayment within 6 months of such
determination));

(3) if the plan of which such trust is a part satisfies the requirements of section 410 (relating to minimum participation
standards); and

(4) if the contributions or benefits provided under the plan do not discriminate in favor of highly compensated employees
(within the meaning of section 414(q)). For purposes of this paragraph, there shall be excluded from consideration employees
described in section 410(b)(3)(A) and (C).
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(5) Special rules relating to nondiscrimination requirements.--

(A) Salaried or clerical employees.--A classification shall not be considered discriminatory within the meaning of
paragraph (4) or section 410(b)(2)(A)(i) merely because it is limited to salaried or clerical employees.

(B) Contributions and benefits may bear uniform relationship to compensation.--A plan shall not be considered
discriminatory within the meaning of paragraph (4) merely because the contributions or benefits of, or on behalf of, the
employees under the plan bear a uniform relationship to the compensation (within the meaning of section 414(s)) of such
employees.

(C) Certain disparity permitted.--A plan shall not be considered discriminatory within the meaning of paragraph (4)
merely because the contributions or benefits of, or on behalf of, the employees under the plan favor highly compensated
employees (as defined in section 414(q)) in the manner permitted under subsection (l).

(D) Integrated defined benefit plan.--

(i) In general.--A defined benefit plan shall not be considered discriminatory within the meaning of paragraph (4)
merely because the plan provides that the employer-derived accrued retirement benefit for any participant under the
plan may not exceed the excess (if any) of--

(I) the participant’s final pay with the employer, over

(II) the employer-derived retirement benefit created under Federal law attributable to service by the participant with
the employer.
For purposes of this clause, the employer-derived retirement benefit created under Federal law shall be treated
as accruing ratably over 35 years.

(ii) Final pay.--For purposes of this subparagraph, the participant’s final pay is the compensation (as defined in section
414(q)(4)) paid to the participant by the employer for any year--

(I) which ends during the 5-year period ending with the year in which the participant separated from service for the
employer, and

(II) for which the participant’s total compensation from the employer was highest.
© 2020 Thomson Reuters. No claim to original U.S. Government Works.
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(E) 2 or more plans treated as single plan.--For purposes of determining whether 2 or more plans of an employer satisfy
the requirements of paragraph (4) when considered as a single plan--

(i) Contributions.--If the amount of contributions on behalf of the employees allowed as a deduction under section 404
for the taxable year with respect to such plans, taken together, bears a uniform relationship to the compensation (within
the meaning of section 414(s)) of such employees, the plans shall not be considered discriminatory merely because the
rights of employees to, or derived from, the employer contributions under the separate plans do not become
nonforfeitable at the same rate.

(ii) Benefits.--If the employees’ rights to benefits under the separate plans do not become nonforfeitable at the same
rate, but the levels of benefits provided by the separate plans satisfy the requirements of regulations prescribed by the
Secretary to take account of the differences in such rates, the plans shall not be considered discriminatory merely
because of the difference in such rates.

(F) Social security retirement age.--For purposes of testing for discrimination under paragraph (4)--

(i) the social security retirement age (as defined in section 415(b)(8)) shall be treated as a uniform retirement age, and

(ii) subsidized early retirement benefits and joint and survivor annuities shall not be treated as being unavailable to
employees on the same terms merely because such benefits or annuities are based in whole or in part on an employee’s
social security retirement age (as so defined).

(G) Governmental plans.--Paragraphs (3) and (4) shall not apply to a governmental plan (within the meaning of section
414(d)).

(6) A plan shall be considered as meeting the requirements of paragraph (3) during the whole of any taxable year of the plan
if on one day in each quarter it satisfied such requirements.

(7) A trust shall not constitute a qualified trust under this section unless the plan of which such trust is a part satisfies the
requirements of section 411 (relating to minimum vesting standards).

(8) A trust forming part of a defined benefit plan shall not constitute a qualified trust under this section unless the plan
provides that forfeitures must not be applied to increase the benefits any employee would otherwise receive under the plan.
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(9) Required distributions.--

(A) In general.--A trust shall not constitute a qualified trust under this subsection unless the plan provides that the entire
interest of each employee--

(i) will be distributed to such employee not later than the required beginning date, or

(ii) will be distributed, beginning not later than the required beginning date, in accordance with regulations, over the
life of such employee or over the lives of such employee and a designated beneficiary (or over a period not extending
beyond the life expectancy of such employee or the life expectancy of such employee and a designated beneficiary).

(B) Required distribution where employee dies before entire interest is distributed.--

(i) Where distributions have begun under subparagraph (A)(ii).--A trust shall not constitute a qualified trust under
this section unless the plan provides that if--

(I) the distribution of the employee’s interest has begun in accordance with subparagraph (A)(ii), and

(II) the employee dies before his entire interest has been distributed to him,
the remaining portion of such interest will be distributed at least as rapidly as under the method of distributions
being used under subparagraph (A)(ii) as of the date of his death.

(ii) 5-year rule for other cases.--A trust shall not constitute a qualified trust under this section unless the plan provides
that, if an employee dies before the distribution of the employee’s interest has begun in accordance with subparagraph
(A)(ii), the entire interest of the employee will be distributed within 5 years after the death of such employee.

(iii) Exception to 5-year rule for certain amounts payable over life of beneficiary.--If--

(I) any portion of the employee’s interest is payable to (or for the benefit of) a designated beneficiary,

(II) such portion will be distributed (in accordance with regulations) over the life of such designated beneficiary (or
over a period not extending beyond the life expectancy of such beneficiary), and
© 2020 Thomson Reuters. No claim to original U.S. Government Works.
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(III) such distributions begin not later than 1 year after the date of the employee’s death or such later date as the
Secretary may by regulations prescribe,
for purposes of clause (ii), the portion referred to in subclause (I) shall be treated as distributed on the date on
which such distributions begin.

(iv) Special rule for surviving spouse of employee.--If the designated beneficiary referred to in clause (iii)(I) is the
surviving spouse of the employee--

(I) the date on which the distributions are required to begin under clause (iii)(III) shall not be earlier than the date on
which the employee would have attained age 72, and

(II) if the surviving spouse dies before the distributions to such spouse begin, this subparagraph shall be applied as
if the surviving spouse were the employee.

(C) Required beginning date.--For purposes of this paragraph--

(i) In general.--The term “required beginning date” means April 1 of the calendar year following the later of--

(I) the calendar year in which the employee attains age 72, or

(II) the calendar year in which the employee retires.

(ii) Exception.--Subclause (II) of clause (i) shall not apply--

(I) except as provided in section 409(d), in the case of an employee who is a 5-percent owner (as defined in section
416) with respect to the plan year ending in the calendar year in which the employee attains age 72, or

(II) for purposes of section 408(a)(6) or (b)(3).
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