Fl ori da House of Representatives - 1999 HB 1607

By Representatives Starks, Brummer, Sublette, Feeney,
Johnson and Posey

1 Abill to be entitled

2 An act relating to the City of Orlando, O ange
3 County, relating to the pension fund of the

4 fire departnent of the city; anending chapter

5 23444, Laws of Florida, 1945, as anended;

6 expandi ng the definition of issue and child to
7 include full-tinme students under the age of 26
8 and physically and/or nentally handi capped

9 children regardl ess of age with the additiona
10 cost thereof being borne by the nenbers;

11 provi di ng benefits to dependent parents, to

12 allow for nmultiple designated beneficiaries and
13 providing for the return of deductions to the
14 estate of a deceased nenber without

15 beneficiaries with the additional actuari al

16 cost thereof being borne by the nenbers;

17 providi ng an additional cost-of-living increase
18 for nenmbers and beneficiaries with the

19 addi tional actuarial cost thereof being borne
20 by the nenbers; providing for a deferred
21 retirenent option plan as an inprovenent to
22 present pension benefits with the additiona
23 cost thereof being borne by the nenbers;
24 providi ng for enpl oyer pick up of nenber
25 contributions; providing an effective date.
26
27| Be It Enacted by the Legislature of the State of Florida:
28
29 Section 1. Section 2 of chapter 23444, Laws of
30| Florida, 1945, as anended, by chapter 72-573, Laws of Florida,
31| is anended to read
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Section 2. (1) Menbers of said Fire Departnent shal
be construed as including all officers and firefighters
Hrermen—and—+reworen regularly enployed in said departnent,
and whose enpl oynent shall be regular and continuous and not

of a tenporary character, provided, however, the secretaries,
st enogr aphers, and swi tchboard operators shall not be covered
by the provisions of this act. For the purposes of this act

the term"w dow' shall include wi dower; reference to the
mascul i ne pronoun shall include the feninine and vice versa;
the term"issue" shall include a nenber's natural and adopted

children as well as children in gestation
(2) After the effective date of this act, and
notwi t hst andi ng anything to the contrary in this act or this

pl an, and further notw thstandi ng any requirenent of the act

or the plan that a child or issue be under the age of 18, the

term"issue" or "child" shall include: children that are

full-tine students under the age of 26; and, physically and/or

nental | y handi capped children for their natural lives. A

physically and/or nmentally handi capped child includes children

primarily dependent upon the nenber or retiree due to a nental

or physical condition which requires, or otherw se woul d have

required, the nenber or retiree to provide prinmary support.

Any actuarially determ ned additional cost resulting from

including full-tinme students and handi capped children within

the definition of issue shall be borne by the nenbers of the

firefighters pension plan
Section 3. Section 13 of chapter 23444, Laws of
Fl orida, 1945, as anended, by chapter 74-556, Laws of Florida,
is amended to read:
Section 13. (1) |If a deceased nenber of the said fire
departnent, active or retired, shall |eave no spouse wtow
2
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surviving himor her and shall not |eave surviving himor her
a child or children in being and his or her issue and under

t he age of 18 eighteen—<(18)years, but shall |eave a parent or
parents fether surviving himor her who are s entirely
dependent upon said nenber for support, his or her parent or

parents fether shall receive the sane pension to which his or
her spouse wdow woul d have been entitled, unless and unti
such parent or parents becone wother—becones sel f-supporting
or remarries. In the event the parents are no |longer nmarried,

t he pension shall be divided and paid, on a per capita basis,

to each parent; should one parent becone sel f-supporting,

remarry, or die, the entire anount of the pension shall be

paid to the other parent.

(2) |If said deceased nenber shall not have received
any noneys #ontes under section 12 or section 18 of this
pensi on act, as anended, and shall |eave no surviving w dow or
wi dower, child under the age of 18 eighteen—{18)years or
dependent parent or parents wother, then one-hal f {t/2yof the
anount that has been deducted from said nenber's sal ary under

this act up to the effective date of section 3 of chapter

72- 633, Laws of Florida, Speetrat—A~Aets—of—2197%2 and all of said

deducti ons made thereafter shall be paid that the certain
i ndi vi dual or individual s whe—has—been previ ously designated
by sai d deceased nenber. Such designation shall be in witing

and shall be filed with the secretary of the pension board; it
shal | designate a choice of one or nore persons, naned

sequentially or jointly as bheneficiaries in the event of the

nenber or retiree's death; said designations may be revoked by

the nmenber or retiree filing a new witten designation with

the secretary of the pension board. irndieate—onty—one—{1)

iAti-vi-that—but—shaH—be—echanged—upon—the—witten—+reguest—of
3
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1| the—+enrber—In the event the deceased nenber shall not have

2 | designated an individual or individuals to receive the

3| aforesai d deductions, or in the event the said designated

4 | individual or individuals shall predecease said nenber or

5] shall die within 30 thirty(36)days of the date of death of
6 | the said nenber, then the aforesaid deductions shall be paid
7| to the deceased nenber's estate. remain—wth—and-—becore—the

8 .

9

10

11 (3) Any actuarially determ ned additional cost

12 | resulting fromanendnments to this section extending benefits
13| to dependent parents in subsection (1) and providing for

14 | nultiple beneficiaries and deductions paid to the estate in
15| t he absence of designated beneficiaries in subsection (2),
16 | shall be borne by the nmenbers of the firefighters' pension
17 | plan.

18 Section 4. Section 19 of chapter 23444, Laws of

19| Florida, as created by chapter 88-518, Laws of Florida, is
20 | anended to read:

21 Section 19. (1) After—the—effectivedate—of—this—aet-
22 | Any nenber of the Orlando Fire Departnent who, on or after
23| July 7, 1988, and prior to the effective date of this act,
24 | retired reti+res prior to age 62 with 25 or nore years of

25| credited service shall receive a triennial cost-of-living

26 | i ncrease of 5 percent conpound starting 3 years after

27 | retirenment and ending with the last triennial anniversary of
28 | retirenment prior to age 65. Ary—actuartaty—determined

29 | additional—ecost—resutting—fromthis—additional—benefit—shat+
30 | be—bornre—by—thernenbers—of—thetHrefighters—pensionpran—
31
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1 (2) On or after the effective date of this act, any

2 | menber of the Orlando Fire Departnment who retires, or in the
3| event of his death, his beneficiaries, shall receive an annua
4] cost-of-living increase of 2 percent conpound starting on the
5] first anniversary of the receipt of benefits under this plan
6 | and on each subsequent anniversary date of the receipt of

7 | benefits under this plan. The anniversary date for

8 | beneficiaries receiving a pension as a result of the death of
9] aretiree who was receiving a benefit at the tine of his death
10| shall be the date on which the retiree began to receive his
11

12

13

17 | efHHectivedate—of this—act—

18 (3) Any actuarially determ ned additional cost

19 | resulting fromthe benefits in this section shall be borne by
20 | nenbers of the firefighters' pension plan

21 Section 5. A new section 21 is added to chapter 23444,
22 | Laws of Florida, as anended, to read:

23 Section 21. (1) DEFERRED RETI REMENT OPTI ON PLAN. - - The
24 | Deferred Retirenent Option Plan, hereinafter referred to as
25| the DROP, allows any nenber who has elected to participate in
26 | the DROP, hereinafter referred to as a DROP participant, to
27 | receive a lunp-sum paynent, or other paynent, in addition to a
28 | nonthly pension, upon termination of enploynent. No benefits
29 | shall be paid under this section unless the DROP parti ci pant
30 | has term nated enpl oynent.

31

5
CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIRPLO O ®~NOO®UuDWNPRER O

Fl ori da House of Representatives - 1999 HB 1607
204-208- 99

(2) DRCOP ELIGBILITY.--Any nenber may elect to
participate in the DROP foll owing the date upon which the

nenber first becones eligible for a nonthly pension as

provided for in section 12, hereinafter referred to in this

section as a "service retirenent pension." A nenber nay

participate in the DROP only once.
(3) DROP PARTI Cl PATI ON. - -
(a) An eligible nenber may participate in the DROP for

a period not to exceed a maxi num of 36 nonths.

Not wi t hst andi ng, DROP partici pati on nay not conti nue beyond

the date when the nenber's conbined years of credited service

and tine in the DROP equals 360 nonths, except for those

nenber's entering the DROP in the wi ndow period set forth in

subsection (13).

(b) A nenber may apply to participate in the DROP hy

submtting an application to the board of trustees, which

shal |l include the foll ow ng:

1. A witten election to participate in the DROP

2. Selection of the DROP participation and ternination

dates, that satisfy the limtation stated in subsection (2)

and paragraph (a). Such ternmination date shall be in a binding

letter of resignation with the city, establishing a deferred

term nati on date.

3. A properly conpleted DROP application for a service

retirenent pension.

4. A properly conpl eted designati on of naned

beneficiaries in the event the nenber dies while participating
in the DROP.
5. Any other information as may be required by the

board of trustees.

6
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(c) A DRCP participant may increase or decrease the

original DROP participation period subject to the nmaxi num

limtation stated in paragraph (a). A 30-day witten notice to

the board of trustees is required for this el ection

(d) The DRCP participant shall be a retiree under the

provi sions of the pension plan. However, participation in the

DROP does not alter the DROP participant's enpl oynent status

and such DROP participant shall not term nate enpl oynent unti

the DROP participant's deferred resignation is effective and

separation from enpl oynent occurs.

(e) A DRCP participant shall not accrue additiona

credited service under the pension plan after the effective

date of DROP participation, except as provided for in

par agraph (10)(d) and subsection (12).

(4) BENEFI TS PAYABLE UNDER THE DROP. - -

(a) Effective with the date of DROP participation, the
DROP participant's initial nonthly service retirenent pension

including credited service and average nonthly sal ary, shal

be deternined and fixed. Such service retirenent pension

together with annual cost-of-living adjustnents thereto, and

earni ngs shall be credited to the DROP participant's DROP

account no less than nonthly. Such earnings shall be credited

as provided in subsection (7).

(b) The effective date of DROP participation for a

partici pant who has el ected to receive benefits under the

pensi on plan shall be the first day of the nonth sel ected by

the menber to begin retirenent under the pension plan and

participation in the DROP

(c) The service retirenent pension and earnings
t hereon shall be credited to the DROP participant's DROP

7
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account periodically, as pension benefit paynents woul d have

ot herwi se been made.

(5) DROP TYPES. --A nenber eligible for a service
retirenent pension nmay elect a Forward DROP, a Back DROP, or a
Conbi ned DROP

(a) Forward DROP.--Under a Forward DROP a nenber nay
retire, deferring receipt of the service retirenent pension

whil e continuing enploynent with the city. In that case, the

deferred nonthly service retirenent pension shall be credited
to the DROP participant's DROP account on behal f of the DROP
partici pant, as provided in subsection (4), for the specified

period of the DROP participation, as provided in subsection

(3). Upon term nation of enploynent, the DROP partici pant

shal | receive the bal ance of his DROP account and begin to

receive the nonthly service retirenent pension

1. A DROP participant renmins an enpl oyee and receives

all the benefits of being an enpl oyee during the DROP

participation period. A DROP participant shall be subject to

ternmination of enpl oynent during the DROP participation period

to the sane extent as he was prior to participating in the
DROP

2. Effective with the start date of a DROP
participant's Forward DROP partici pation, a nenber's

contribution and the normal cost contribution to the pension

fund by the city, on behalf of the nenber, shall cease.
(b) Back DROP.--Under a Back DROP a nenber nmay retire
with a retroactive date of retirenent. A nenber may not

select a retroactive retirenent date earlier than the date

upon which the nenber first becane eligible for a service

retirenent pension, and in no event shall the retroactive date

of retirenent be nore than 36 nonths prior to the date of Back
8
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DROP el ection. The nonthly service retirenent pension shal

be determ ned as of the retroactive retirenent date. The

menber shall then be credited with an account balance in his

DROP account that is equal to the account bal ance he woul d

have had if he had tinely elected a Forward DROP under

paragraph (a) on the retroactive retirenent date. Upon

ternmi nation of enpl oynent the DROP participant shall receive

t he bal ance of his DROP account and shall begin to receive the

nonthly service retirenent pension adjusted to reflect the

retroactive retirenent date.
(c) Conbined DROP. - -Under a Conbi ned DROP a nenber nay
el ect a Back DROP for a period of |less than 36 nonths and a

consecutive Forward DROP period, provided the sum of the Back
DROP and Forward DROP periods does not exceed 36 nonths. The
Back DROP portion of the Conbined DROP shall be cal cul ated as
set forth in paragraph (b), and the Forward DROP portion shal

be calculated as set forth in paragraph (a). Upon ternination

of enpl oynent, the DROP participant shall receive the bal ance

of his DROP account and shall begin to receive the nonthly

service retirenent pension adjusted to reflect the retroactive

retirenment date.
(6) DROP ACCOUNTS. - -
(a) Individual DROP accounts shall be established to

account for each DROP participant's accrued DROP benefits, but

there shall be no segregation of funds for any DROP

participant. The accounting shall record the credited nonthly

service retirenent pension, as determned in subsection (5),

i ncluding cost-of-living increases, as provided for in section
19(2). In the case of a Back DROP, the anpbunt of a nenber's
contributions nade during the Back DROP period shall be

9
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1| credited to the DROP participant's DROP account. The DROP

2 | account shall be adjusted as provided in subsection (7).

3 (b) Upon request, the board of trustees shall provide
41 to any nenber information showing the full value of any

5| antici pated DROP benefits, as well as how sane woul d be

6| calculated, in the event such DROP is el ected.

7 (7) DROP BENEFI TS EARNI NGS AND REPORTI NG. - -

8 (a) A DRCP participant's DROP account shall accrue

9] earnings at the actual rate of investnent return realized by
10 | the pension fund and with the sane frequency.

11 (b) A DRCP account shall be adjusted to refl ect

12 | earnings until such time as the DROP account is distributed in
13| full to the DROP participant or his beneficiaries.

14 (c) The board of trustees shall report to each DROP
15| partici pant at |east annually, or upon request of the DROP
16 | partici pant, accrued DROP benefits in his DROP account; the
17 | report shall also reflect investnent performnce,

18 | contributions, and any other itens that materially affected
19 | the DROP benefit.

20 (8) COST-OF- LI VING ADJUSTMENT. - - A DROP participant's
21 | nonthly service retirenent pension shall be increased as

22 | provided for in section 19(2).

23 (9) BENEFI TS PAYABLE UPON TERM NATI ON OF DROP. - - Upon
24 | the DROP participant's term nati on of enploynent, for any

25 | reason, whether by resignation, discharge, disability, or

26 | death, the nmonthly service retirenent pension and the bal ance
27 | of the DROP account shall be paid to the DROP participant, or
28 | if deceased, the DRCOP participant's beneficiaries, as provided
29 | herein.

30 (10) PAYMENT CONDI TI ONS AND COPTI ONS. - - Upon t he DROP
31| participant's term nation of enploynent, for any reason,

10
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whet her by resignation, discharge, disability, or death, the

board of trustees shall distribute the bal ance of DROP

participant's DROP account, subject to the foll owi ng

provi si ons:
(a) The board of trustees shall receive verification

fromthe city that such DROP partici pant has term nated

enpl oynent .
(b) Following the term nation of enploynent, the DROP

participant, or if deceased, such DRCP participant's

beneficiaries, shall elect on forns provided by the board of

trustees to receive paynent of the bal ance of the DROP account

in accordance with one of the options listed below. For a

DROP partici pant or beneficiaries who fail to elect a nethod

of paynent within 60 days of term nation of the DROP, the

board of trustees shall pay the balance of the DROP account in

one lunp sum as provided in subparagraph 1

1. Lunp sum--The bal ance of the DROP account, |ess

taxes remitted to the Internal Revenue Service, if any, shal

be paid to the DROP participant or beneficiaries.

2. Direct roll over.--The bal ance of the DROP account

shall be paid directly to the custodian of an eligible

retirenent plan as defined in s. 402(c)(8)(B) of the Interna

Revenue Code. However, in the case of an eligible rollover

distribution to the wi dow or wi dower as a beneficiary, an

eligible retirement plan is an individual retirenent account

or an individual retirenent annuity as described in s.
402(c)(9) of the Internal Revenue Code.
3. Partial lunp sum--A portion of the bal ance of the

DROP account shall be paid to the DROP partici pant or

beneficiaries, less taxes remtted to the Internal Revenue

Service, if any, and the renmi ni ng bal ance of the DROP account
11
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shall be transferred directly to the custodian of an eligible

retirenent plan as defined in s. 402(c)(8)(B) of the Interna

Revenue Code. However, in the case of an eligible rollover

distribution to the wi dow or wi dower as a beneficiary, an

eligible retirement plan is an individual retirenent account

or an individual retirenent annuity as described in s.

402(c)(9) of the Internal Revenue Code. The proportions shal

be specified by the DROP partici pant or beneficiaries.
4. Oher nethods.--The bal ance of the DROP account
shall be paid by a nethod that is in conpliance with the

I nternal Revenue Code and as adopted by the board of trustees.

(c) The formof paynent selected by the DROP

partici pant or beneficiaries conplies with the m ni mum

distribution requirenents of the Internal Revenue Code.
(d) A DRCP participant who fails to terninate
enpl oynent shall be deened not to be retired and the DROP

el ection shall be null and void. Pension plan nenbership shal

be reestablished retroactively to the date of the conmencenent
of the DROP. As provided for in subparagraph (5)(a)2., city
and nenber contributions shall cease during a Forward DROP

participation period, the city and the nenber shall pay into

t he pension fund those contributions that woul d have been

required during the period the nenber participated in a
Forward DROP or the Forward DROP portion of a Conbi ned DROP
plus the actual rate of investnment return realized by the

pensi on fund during said period; such paynent by the nenber

shall be a condition for the subsequent recei pt of any benefit

under the pension plan. Such DROP partici pant shall be

prohibited fromagain electing participation in the DROP, as

provided for in subsection (2).

12
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(11) RETI REE HEALTH | NSURANCE SUBSI DY. - - A DROP
participant is not eligible to apply for the retiree health

i nsurance subsi dy paynent until such participant has

terni nated enpl oynent and participation in the DROP
(12) DISABILITY.--1n the event a DRCOP parti ci pant
shal | becone pernmanently and totally disabled during the DROP

participation period, said DROP participant may apply for a

disability pension as provided for in section 7 or section 9,

as applicable. In the event a disability pension is granted,

the DROP participant's election shall be null and void.

Pensi on pl an nenbership shall be reestablished retroactively

to the date of the comrencenent of the DROP. As provided for

i n subparagraph (5)(a)2., city and nenber contributions shal

cease during a Forward DROP participation period, the city and

t he nmenber shall pay into the pension fund those contributions

that woul d have been required during the period the nenber

participated in a Forward DROP or the Forward DROP portion of

a Conbi ned DROP, plus the actual rate of investnent return

realized by the pension fund during said period; such paynment

by the nenber shall be a condition for receiving the

di sability pension. Such DROP participant shall be prohibited

fromagain electing participation in the DROP, as provided for

in subsection (2).
(13) ELIGBILITY EXCEPTI ONS. - -
(a) A one-tine window period shall occur for 60 days

fromthe effective date of the DROP as provided in subsection

(17).

(b) During the wi ndow period and subject to the other

eligibility conditions expressed herein, a nenber with nore

than 324 nonths of credited service nay elect to enter the

DROP and not be subject to the conbined years of credited
13
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service and DROP participation linmtation of 360 nonths. Said

nenber is subject to the naxi num DROP parti ci pation period of
36 nont hs.
(c) A nmenber with nore than 324 nonths of credited

service as of the effective date of DROP who does not elect to

participate in the DROP, as set forth above, during this

one-tinme wi ndow period shall forfeit the right to deviate from

the conditions for participation in the DROP set forth in

subsection (3).
(14) DEATH OF A DROP PARTI Cl PANT. - -
(a) Upon the death of a DROP participant, the naned

DROP beneficiaries shall be entitled to apply for and receive

t he bal ance of the DROP participant's DROP account as provided

in subsections (9) and (10). DRCP paynents to a beneficiary

shall be in addition to any other retirenent benefits payable

to the beneficiary.

(b) The nonthly service retirenent pension accrued to

the DROP account during the nonth of the DROP participant's

death shall be the final nonthly service retirenent pension

benefit credited for such DROP partici pant.

(c) Eligibility to participate in the DROP term nates
upon death of the DROP participant. |If the DROP partici pant
dies on or after the effective date of enrollnent in the DROP

but prior to the first nonthly service retirenent pension

benefit being credited to the DROP, pension plan benefits

shall be paid in accordance with applicable provisions of this

pensi on pl an.

(d) A DRCP participant's beneficiaries shall not be

eligible to receive survivor benefits as provided in sections
8 and 10.

14
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(15) A DROP participant shall not be deened to have
been reenpl oyed after retirenent as that termis used

el sewhere in the plan

(16) Any actuarially determ ned additional cost

resulting fromthe benefits in this section shall be borne by

the nmenbers of the pension plan. Further, the nenbers of the

pension plan will pay annually any actuarially deterni ned

ancillary costs resulting fromthe benefits in this section

(17) This section shall take effect contingent upon

the city or the board of trustees receiving a favorabl e

determnation letter and a favorable private letter ruling,

herei nafter referred to as favorable letters, fromthe

Internal Revenue Service. The city or the board of trustees

shall request fromthe Internal Revenue Service, within 90

days of the passage of this act:

(a) A witten determination letter stating that the

pensi on plan, as anended to include the DROP, continues to be

a qualified pension plan; and

(b) A private letter ruling stating:

1. That the pension plan, as anended to include the

DROP, is not a "defined contribution plan" as defined in ss.
414(i) and 415(k)(1) of the Internal Revenue Code, is not
subject to the separate |linmtations contained within s. 415(c)

and (e) of the Internal Revenue Code, and is not a "hybrid

pl an" as defined in s. 414(k) of the Internal Revenue Code;

2. That the pension plan, as anended to include the

DROP, is not a "cash or deferred arrangenent” within the

neani ng of s. 401(k) of the Internal Revenue Code; and

3. That the nmonthly retirenent benefits paid into the

DROP are not deenmed to be constructive recei pt of incone under

15
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1|s. 402(a) of the Internal Revenue Code and shall not be

2| taxable until actual distribution to the retiree.

3 (c) In the event favorable letters are not received,

4| this section shall not take effect.

5 Section 6. Section 22 of chapter 23444, Laws of

6| Florida, 1945, as anended, is anended to read:

7 Section 22. Any benefits paid under the provisions of
8| this act for any child shall, except as provided in section

91 2(1),cease when and if such child dies or is, or becones self
10 | supporting, marries or reaches the age of 18 etrghteen—{18)

11| years.

12 Section 7. A new section 24 is added to chapter 23444,
13 | Laws of Florida, 1945, as anended, to read:

14 Section 24. (1) Upon inplenentation, the city shall
15| solely for the purpose of conpliance with s. 414(h) of the

16 | I nternal Revenue Code, pick up, for the purposes specified in
17 | that section, nenber contributions required by the act for al
18 | salary earned by the nenber after inplenentation. Menber

19 | contributions picked up under the provisions of this section
20| shall be treated as city contributions for purposes of
21| determining incone tax obligations under the Internal Revenue
22 | Code; however, such picked up nenber contributions shall be
23| included in the deternination of the nenber's gross annua
24 | salary for all other purposes under federal and state | aws.
25 (2) Menbers' contributions picked up under this
26 | section shall continue to be designated nenber contributions
27 | for all purposes of the act and shall be considered as part of
28 | the nenber's salary for purposes of deternining the anpbunt of
29 | the nenber's contributions. The provisions of this section
30| are mandatory, and the nenber shall have no option concerning
31
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the pick up or to receive the contributed anounts directly

i nstead of having thempaid by the city to the pension fund.

(3) Inplenentation occurs upon authorization by the

board of trustees following receipt of a favorable letter of

determ nation as to the qualified plan status of the fund. In

no event may inplenentati on occur other than at the begi nning

of a pay peri od.

Section 8. This act shall take effect upon becoming a
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