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By the Cormittees on Fiscal Policy; and Governnental Oversight
and Productivity

309- 2131A-99

1 Abill to be entitled

2 An act relating to retirenent; creating s.

3 121.36, F.S.; creating an optional retirenent

4 program for enpl oyees who are regul ar nenbers

5 of the Florida Retirenment System providing

6 eligibility criteria; defining terms; providing
7 t hat enpl oyees may participate in the optiona

8 retirenent programin lieu of participating in
9 the Florida Retirenment System providing for

10 retention of retirenment service credits;

11 providing for transfer of the present val ue of
12 accrued benefits under the Florida Retirenent
13 System providing requirenents for electing the
14 optional program providing for contributions
15 to the optional program prescribing vesting

16 requi renments; providing for paynent of

17 benefits; providing for the Division of

18 Retirenment of the Departnent of Managenent

19 Services to adninister the program prescribing
20 criteria for selecting i nvestnent providers and
21 products and for investnent options and

22 products; providing for performance reviews;

23 prescribing contract requirenents; requiring

24 that the State Board of Adninistration provide
25 advi ce and assi stance to the division and

26 revi ew proposal s; providing for conpliance with
27 federal revenue | aws; providing an investnent
28 policy statenent; anmending s. 112.363, F.S.

29 excluding participants fromeligibility for

30 certain health insurance subsidies; prescribing
31 standards for contracts and descriptive
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materials; providing that the act fulfills an

i nportant state interest; anmending s. 121.021

F.S.; nodifying definitions to provide for

6-year graded vesting for all nenbers; anending

ss. 112.363, 121.0515, 121.052, 121. 053,

121. 055, 121.081, 121.091, 121.1115, 121.1122,

121.121, F.S., to conform providing a

contingency for inplenentation of the program

providing for indexing benefits for early

term nators; increasing the enpl oyer

contribution rate for nenbers of the Regul ar

Class of the Florida Retirenent System

anending s. 216.136, F.S.; creating a Florida

Retirenment System Actuarial Assunption

Conf erence; providing duties and principals;

providing an effective date.

Be It Enacted by the Legislature of the State of Florida:
Section 1. Section 121.36, Florida Statutes, is

created to read
121.36 Optional retirenent programfor nenbers of the

regul ar cl ass. --

(1) OPTI ONAL RETI REMENT PROGRAM
ESTABLI SHED. --Effective July 1, 2001, the Division of
Retirenment shall establish an optional retirenent program for

nenbers of the Regular Class of the Florida Retirenent System

under which contracts providing retirenent benefits nay be

purchased for eligible enployees who elect to participate in

the program The benefits to be provided for or on behal f of

participants in such optional retirenent programshall be
2
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provi ded through individual contracts, which may be fixed,

vari able, or a conbination thereof, in accordance with s.

401(a) of the Internal Revenue Code. Any individual contract

nmust contain a statenent of the plan on its face page, and

nmust i nclude, but need not be limted to, a statenent of

ownership, the contract benefits, inconme options, linitations,

expense charges, and surrender charges, if any. The state

shall contribute, as provided in this section, toward the

pur chase of such optional benefits.
(2) DEFINITIONS.--As used in this section, the term
(a) "Approved provider" or "provider" neans the State

Board of Adnministration or a private-sector conpany that is

sel ected and approved by the division to offer contracts to

partici pants of the Regular Cass Optional Retirenment Program

Pri vat e-sect or conpani es include nonprofit investnent

nmanagenent conpani es, insurance conpani es, depositories, and

nut ual fund conpani es.

(b) "Contract" neans an individual contract or an

i ndividual certificate issued for a group contract. The term

"execute a contract" includes execution of an individua

contract and execution of a group contract by the Division of

Retirement with i ssuance of an individual certificate.

(c) "De mininms account" refers to total vested

account contributions and accumul at ed earni ngs under the

Regul ar O ass Optional Retirenment Program of not nore than

$5, 000.

(d) "Eligible enployee" neans an enpl oyee, as defi ned
ins. 121.021(11), who is a nenber of, or is eligible for
nenbership in, the Regular Class of the Florida Retirenent

System However, the term does not include any enpl oyee who is

a participant of, or is eligible to participate in, any other
3

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




Florida Senate - 1999 (corrected copy) CS for CS for SB

356
309- 2131A-99

1| optional retirenent program aut horized under this chapter, nor
2| does the terminclude any renewed nenber of the Florida

3| Retirenent Systemunder s. 121.122 or any nenber participating
41 in the Deferred Retirenent Option Program under s.

51 121.091(13).

6 (e) "Enployer" neans an enpl oyer, as defined in s.

71 121.021(10), of an eligible enployee.

8 (f) "Participant" nmeans an eligible enpl oyee who

9] elects to participate in the Regular Cass Optional Retirenent
10| Program and enrolls in such optional programas provided in
11 | subsection (4).

12 (g) "Regular Cass Optional Retirenent Progrant or

13 |"optional progranmt neans the alternative defined-contribution
14 | retirenent program established under this section

15 (h) "Vested" or "vesting" neans the guarantee that a
16 | participant is eligible to receive a full or partial

17 | retirenent benefit upon conpletion of the required years of

18 | service under the Regular Cass Optional Retirenment Program
19 (3) ELIGBILITY; RETIREMENT SERVICE CREDIT. - -
20 (a) Participation in the Regular O ass Optional
21| Retirenent Programis limted to eligible enpl oyees.
22 (b) An eligible enployee who is a nenber of the
23| Florida Retirenent Systemat the tine of his or her election
24| to participate in the Regular Cass Optional Retirenent

25| Program shall retain all retirenent service credit earned

26 | under the Florida Retirenent System at the rate earned.

27 | However, election to participate in the Regular O ass Optional
28 | Retirenment Programterninates the active nenbership of the

29 | enployee in the Florida Retirenent System and the service of
30| a participant in the Regular Cass Optional Retirenent Program
31| will not be creditable under the Florida Retirenent System

4
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nor will the participant be eligible for disability retirenent

under the Florida Retirenent System

(c) Notwithstandi ng paragraph (b), each existing

enpl oyee who elects to participate in the Regular C ass

Optional Retirement Program and establishes one or nore

i ndi vidual participant accounts under the programnay elect to

transfer to the optional programa sumrepresenting the

actuarial equival ent present val ue of the enpl oyee's accrued

service benefit under the Florida Retirement System Upon such

el ection, the actuarial present value for the participant

shal | be deternined using the discount rate and ot her

actuarial assunptions used to value the Florida Retirenent

System Trust Fund at the tine the anount to be transferred is

determ ned and di sregardi ng any vesting requirenent that woul d

ot herwi se apply under the Florida Retirenment System As

directed by the participant, the division shall transfer the

appropriate amounts to the designated accounts. The division

shal | establish transfer procedures by rule. Upon such

transfer, all service credit previously earned under the

Florida Retirement Systemshall be nullified for purposes of

entitlenent to a future benefit under the Florida Retirenent

System Transfers are nonconm ssi onabl e, nust be nade

expeditiously, and may be in the formof securities or cash
(4) PARTI Cl PATI ON. - -
(a) Wth respect to eligible enpl oyees who are

enployed in a regularly established position on July 1, 2001

1. Any such enployee may elect to participate in the

Regul ar O ass Optional Retirenent Programin lieu of retaining

his or her nenbership in the Regular Cass of the Florida

Retirenent System The election nust be nade in witing and

nmust be filed with the division and the personnel officer of
5
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the enployer within 90 days after July 1, 2001, or, in the

case of an active enployee who is on a | eave of absence on

July 1, 2001, within 90 days after the conclusion of the | eave

of absence. Upon maki ng such el ection, the enpl oyee shal

becone a participant of the Regular Cass Optional Retirenent

Program and the enpl oyee's nenbership in the Florida

Retirenment Systemwill terminate. The enployee's enrollnent in

the Regular Cass Optional Retirenent Programwill be

effective the first day of the nonth for which a full nonth's

enpl oyer contribution is nade to the optional program

2. Any such enployee who fails to elect to participate

in the Regular Cass Optional Retirenment Programwithin the

prescribed 90 days is deened to have elected to retain

nenbership in the Florida Retirenent System

(b) Wth respect to enpl oyees who becone eligible to

participate in the Regular Cass Optional Retirenent Program

by reason of enploynent in a regularly established position

commencing after July 1, 2001

1. Any such enployee shall, by default, be enrolled in

the Florida Retirenent System at the commencenent of

enpl oynent, and nay, within 90 days after enpl oynent

commences, elect to participate in the Regular Cass Optional

Retirenment Program The enpl oyee's el ection nust be nmade in

witing and nust be filed with the personnel officer of the

enpl oyer.
a. |If the enployee files such election before the

initial payroll is submitted for the enpl oyee, enrollnent in

the Regular Cass Optional Retirenment Programwill be

effective on the first day of enpl oynent.

b. If the enployee files such election within 90 days
after enploynent commences, but after the initial payroll is
6
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submtted for the enployee, enrollnent in the optional program

will be effective on the first day of the nonth for which a

full nonth's enpl oyer contribution is nade to the optiona

program
2. Any such enployee who fails to elect to participate

in the Regular Cass Optional Retirenment Programwithin the

prescribed 90 days is deened to have elected to retain

nenbership in the Florida Retirenent System

(c) Wth respect to eligible enpl oyees who becone

eligible to participate in the Regular Cass Optional

Retirenment Program by reason of a change in eligibility status

occurring on or after July 1, 2001

1. Upon a change in eligibility status, the enpl oyer

nmust provide witten notice to the enpl oyee stating that, due

to the change in eligibility status, the enpl oyee has the

option to participate in the Regular Cass Optional Retirenent

Programin lieu of retaining nenbership in the Florida

Retirenment System Regular Cass, if he or she exercises the

option within 90 days after the notification date.

2. Any such enployee nay, within 90 days after the

notification date, elect to participate in the Regular Cd ass

Optional Retirement Program The enpl oyee's el ection nust be

made in witing and nust be filed with the personnel officer

of the enployer. |If the enployee files an election to

participate in the Regular Cass Optional Retirenent Program

within the prescribed 90 days, enrollnment in the optional

programwi ||l be effective on the first day of the nonth for

which a full nonth's enployer contribution is nade to the

opti onal program

3. Any such enployee who fails to elect to participate

in the Regular Cass Optional Retirenment Programwithin the
7
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1| prescribed 90 days is deened to have elected to retain

2 | menbership in the Florida Retirenent System

3 (d) The provisions of paragraph (a), paragraph (b), or
4 | paragraph (c) to the contrary notw t hstandi ng:

5 1. Any eligible enployee who elects to participate in
6 | the Regular Cass Optional Retirement Programbut fails to

7 | execute a contract with one of the approved providers within

8] 90 days after enrollnment in the optional program or who fails
9| to properly notify, within the prescribed 90 days, the

10 | division that such contract has been executed, shall be deened
11| to have executed an annuity contract with the State Board of
12 | Adninistration, and all appropriate contributions shall be

13| transferred to the State Board of Administration for

14 | allocation to the participant's account.

15 2. Any participant of the Regular Cass Optional

16 | Retirenent Program who, before executing the required contract
17 | and notifying the division, terninates enpl oynent or otherw se
18 | experiences a change in eligibility status such that he or she
19 is no longer eligible to participate in the optional program
20| is deened to have el ected nenbership in the Florida Retirenent
21| System Such nenbership is retroactive to the date of

22 | enrollnment, and all appropriate contributions will be nade to
23| the Florida Retirenent System Trust Fund and the Health

24 | I nsurance Subsidy Trust Fund.

25 (e) The election to participate in the Regular C ass

26 | Optional Retirenment Programis irrevocable for as long as the
27 | enpl oyee holds a position eligible for participation in the

28 | optional program and ot herwi se continues to neet the

29 | requirenents of this section

30 (5) CONTRI BUTI ONS. - -

31

8
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(a)1. Each enpl oyer shall contribute on behal f of each

participant in the Regular Cass Optional Retirenent Program

an anount equal to 8.21 percent of the enpl oyee's gross

sal ary. The enpl oyer shall forward to the division the

required contributions for each participant of the optiona

program and the division shall forward the contributions to

t he desi gnated providers contracting for paynent of benefits

for the participant, |ess an anpunt approved by the

Legi sl ature, which shall be deducted by the division to

provide for the admi nistration of the program However, such

contributions nmay not be forwarded to a provider and do not

begin to accrue interest until the enpl oyee has executed a

contract and notified the division

2. Contributions by each enpl oyer and each partici pant

which are required for social security coverage under the

federal Social Security Act nust be namintained for each

participant in the Regular Cass Optional Retirenent Program

in addition to the retirenent contributions specified in this

subsecti on.
(b) Each participant in the Regular C ass Optional

Retirenment Program who has executed a contract nmmy contri bute,

on a posttax basis, to his or her account under the Regul ar

Cl ass Optional Retirenment Program subject to federa

requi renents applicable to defined-contribution plans under s.

401(a) of the Internal Revenue Code. Interest and investnment

earni ngs on such contributions will accrue on a tax-deferred

basis until the proceeds are distributed. Partici pant

contributions shall be nade by way of salary deduction

undertaken by witten agreenent between the partici pant and

his or her enployer, and nmay not exceed the anount contri buted

by the enpl oyer on behalf of the participant. The enpl oyer
9
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1| shall forward to the division the designated contributions for
2 | each participant of the optional program and the division

3| shall forward the contributions to the desi gnated approved

4 | provider or providers contracting for paynent of benefits for
5] the partici pant under the program

6

7| Contributions made under the optional program shall be

8 | deposited in the Regular Cass Optional Retirenent Program

9| Trust Fund established in the State Treasury and adni ni stered
10| by the Division of Retirenent, and paynents shall be made

11| therefromto the approved providers on behal f of the Regul ar
12 | dass Optional Retirenent Program partici pants.

13 (c) |If a participant in the Regular Cass Optional

14 | Retirenent Program has the opportunity, through his or her

15| enpl oyer, to participate in a tax sheltered annuity plan

16 | aut hori zed under s. 403(b) of the United States Interna

17 | Revenue Code, a deferred conpensation plan authorized under s.
18 | 457 of the United States Internal Revenue Code, or a cash or
19 | deferred arrangenent avail able pursuant to s. 401(k) of the
20| United States Internal Revenue Code, the participant my,

21 | through salary reduction or deduction, contribute on a pre-tax
22 | basis to such other plan, subject to federal limtations.

23 (d) Enployers are responsible for notifying

24 | participants regarding maxi numcontribution levels pernitted
25 | under the Internal Revenue Code. Individual participants are
26 | responsible for nonitoring their own enpl oyee contributions to
27 | the Regular Cass Optional Retirenent Program and enpl oyer
28 | contri buti ons nade on their behalf, to ensure that

29 | contribution totals do not exceed federally pernitted

30 | maximuns. If a participant contributes to any other

31| tax-deferred plan as provi ded under paragraph (c), he or she

10
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1|is responsible for ensuring that total contributions nade to

2| the optional programand to any other such plan do not exceed
3| federally pernmtted maxi nuns.

4 (6) VESTI NG REQUI REMENTS. --A participant will be fully
5] or partially vested in the Regular C ass Optional Retirenent

6 | Program only upon execution of a contract with an approved

7 | provider. Subject thereto:

8 (a) Wth respect to participant contributions, plus

9] interest and earnings thereon, participants are fully and

10 | i medi ately vest ed.

11 (b) Wth respect to enployer contributions nade on

12 | behalf of the participant, plus interest and earni ngs thereon
13| credit toward vesting under the optional programshall be

14 | gradual |y earned, as foll ows:

15 1. A participant who conpletes 2 years of service

16 | under the optional program shall be considered to be

17 | 20-percent vested and is entitled to receive an

18 | enpl oyer-funded benefit based on 20 percent of the enpl oyer

19 | contributions nmade to the participant's account, plus interest
20 | and earni ngs thereon

21 2. A nenber who conpletes 3 years of service under the
22 | optional programshall be considered to be 40-percent vested
23| and is entitled to receive an enpl oyer-funded benefit based on
24 | 40 percent of the enployer contributions nade to the

25 | participant's account, plus interest and earnings thereon

26 3. A nenber who conpletes 4 years of service under the
27 | optional programshall be considered to be 60-percent vested
28| and is entitled to receive an enpl oyer-funded benefit based on
29| 60 percent of the enployer contributions nade to the

30| participant's account, plus interest and earnings thereon

31

11
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1 4. A nenber who conpletes 5 years of service under the
2 | optional program shall be considered to be 80-percent vested
3land is entitled to receive an enpl oyer-funded benefit based on
4] 80 percent of the enployer contributions made to the

5] participant's account, plus interest and earni ngs thereon

6 5. Any nenber who conpletes 6 years of service under

7| the optional programshall be considered to be 100- percent

8| vested, or fully vested, and is entitled to receive an

9 | enpl oyer-funded benefit based on 100 percent of the enpl oyer
10| contributions nmade to the participant's account, plus interest
11 | and earni ngs thereon

12 (7) BENEFITS. --Under the Regular O ass Optional

13 | Retirenent Program

14 (a) Benefits shall be provided through individua

15| contracts, or individual certificates issued for group

16 | contracts, in accordance with s. 401(a) of the Interna

17 | Revenue Code.

18 (b) Benefits shall accrue in individual accounts that
19 | are participant-directed, portable, and funded by enpl oyer and
20 | enpl oyee contributi ons and earni ngs thereon

21 (c) Benefits shall be payable in accordance with the
22 | following terms and conditi ons:

23 1. Benefits shall be payable only to a fully or

24 | partially vested participant as provided in subsection (6), or
25| to his or her beneficiaries as designated by the partici pant
26 | in the contract with an approved provider

27 2. Benefits shall be paid only by the designated

28 | approved provider in accordance with the terms of the

29 | contracts applicable to the participant.

30 3. To begin receiving the enpl oyer-funded benefits,

31| the participant nust be terminated fromall enploynent with

12
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all Florida Retirenent System enpl oyers, as provided in s.

121.021(39). If a participant elects to receive his or her

enpl oyer-funded benefits upon ternination of enploynent, in

accordance with the terns and conditions of the applicable

provider contract, the participant nust submit a witten

application to the division indicating his or her preferred

di stribution date and sel ecting an aut hori zed net hod of

di stribution as provided in paragraph (d). The division shal

forward a copy of such application to each approved provider

with which the partici pant has a contractual relationship

under the optional program The participant nmay defer receipt

of enpl oyer-funded benefits until he or she chooses to make

such application.

4. Benefits funded by the participant's persona

contributions nmay be paid out by an approved provider, within

the limts provided in the contract between the partici pant

and the provider, subject to federal requirenents. The

partici pant shall notify the provider regarding the preferred

payrment date, the anpunt to be paid out, and the provisions

under which he or she wants to receive such benefits. Paynent

of participant-funded benefits may be deferred until the

partici pant chooses to provide such notice.

5. In the event of a participant's death, npneys

accunul ated by or on behalf of the participant, |ess

wi thhol ding taxes renmitted to the Internal Revenue Servi ce,

will be distributed to the participant's designated

beneficiary or beneficiaries, or to the participant's estate,

as if the participant retired on the date of death, as

provided in paragraph (e). No other death benefits will be

avail able for survivors of participants under the Regul ar

Cl ass Optional Retirenent Program except for such benefits,
13
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or coverage for such benefits, as are separately afforded by

the enployer, in the enployer's discretion

(d) Upon receipt by the division of a properly

executed application for distribution of benefits, the total

accunul at ed enpl oyer-funded benefit shall be payable to the

partici pant, as:

1. Alifetine annuity payable to the participant. This

payrment option is not available in the case of a de nininis

account ;
2. A cash-out of a de mininms account of $5, 000 or

| ess, in accordance with rul es adopted by the division; or

3. Adirect rollover distribution whereby all accrued

benefits, plus interest and i nvestnent earnings, are paid from

the participant's account directly to the custodi an of an

eligible retirement plan, as defined in s. 402(c)(8)(B) of the

I nternal Revenue Code, on behalf of the participant.

(e) Survivor benefits shall be payabl e as:

1. Alifetine annuity payable to the deceased

participant's designated beneficiaries. This paynent option is

not available in the case of a de mnims account;

2. A lunp-sumdistribution payable to the

beneficiaries, or to the deceased partici pant's estate;

3. An eligible rollover distribution on behalf of the

survi vi ng spouse of a deceased partici pant, whereby al

accrued benefits, plus interest and investnment earnings, are

paid fromthe deceased participant's account directly to the

custodi an of an individual retirenent account or an individua

retirenent annuity, as described in s. 402(c)(9) of the

I nternal Revenue Code, on behalf of the surviving spouse; or

4, A partial |unp-sum paynent whereby a portion of the

accrued benefit is paid to the deceased participant's
14
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survi vi ng spouse or other designated beneficiaries, |ess

wi thhol ding taxes renmitted to the Internal Revenue Servi ce,

and the remmi ning amount is transferred directly to the

custodi an of an individual retirenent account or an individua

retirenent annuity, as described in s. 402(c)(9) of the

I nternal Revenue Code, on behalf of the surviving spouse. The

proportions nust be specified by the participant or the

survi vi ng spouse.

Thi s paragraph does not abrogate other applicable provisions

of state or federal |aw providing for paynent of death

benefits.
(f) The benefits payable to any person under the

Regul ar O ass Optional Retirenent Program and any

contributions accunul at ed under such program are not subject

to assi gnnent, execution, attachnent, or any |egal process,

except for qualified donestic-relations orders by a court of

conpetent jurisdiction, incone-deduction orders as provided in

s. 61.1301, and federal incone tax |evies.
(8) ADM NI STRATI ON OF PROGRAM - -
(a) The Regular Cass Optional Retirenent Program

aut hori zed by this section shall be admi nistered by the

di vi sion and affected enpl oyer agencies. The division shal

adopt rules establishing the role and responsibilities of

affected state and | ocal governnent agencies in admnistering

the Regular Cass Optional Retirenent Program

(b)1. The division may select and contract with a

third-party adnministrator to provide adninistrative services,

including, but not linmted to, services relating to:

consolidated billing; individual and collective recordkeepi ng

and accounting; asset purchase, control, and saf ekeepi ng; and
15
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1| direct disbursenent of funds to and from approved providers,

2 | enpl oyers, participants, and beneficiaries.

3 2. The division shall also select and contract with a
4| third-party organi zati on to devel op and di ssem nate

5| educational materials and provi de educational services to

6 | enpl oyers, eligible enpl oyees, participants, and beneficiaries
7]in order to maintain conpliance with United States Departnent
8 | of Labor regul ati ons under section 404(c) of the Enpl oyee

9| Retirenent Incone Security Act of 1974 and to assi st enpl oyees
10| in their choice of defined-benefit or defined-contribution

11| retirenent alternatives. Such materials and services nmay

12 | include, but are not linmted to, providing retirenent-planning
13 | education; explaining the differences between the

14 | defined-benefit retirement plan and the defined-contribution
15| retirenent plan; and offering financial-planning gui dance on
16 | matters such as investnent diversification, investnent risks,
17 | investnent costs, and asset allocation. An approved provider
18 | may not performthis function, but may provide i nfornation

19 | concerning its products and services.

20

21| As a cost of administration, the division nmay conpensate any
22 | such contractor for its services, in accordance with the terns
23| of the contract, as is deened necessary or proper by the

24 | division and the contractor

25 (c) The division may authorize an approved provider to
26 | make direct disbursenent of funds under the optional program
27| to a participant or other beneficiary.

28 (9) I NVESTMENT PROVI DERS; | NVESTMENT OPTI ONS OR

29 | PRODUCTS; PERFORVANCE REVI EW - -

30 (a) The division shall devel op policy and procedures

31| for selecting investnent providers and products from which

16
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contracts may be purchased under the program The State Board

of Adm nistration nay advise the division and nake

reconmendations with regard to sel ecting investnent providers

and products under subsection (11). In accordance with such

policy and procedures, the division shall, through a

conpetitive-bidding process, designate up to nine providers,

one of which may be the State Board of Adninistration, and

shal | approve the formand content of all investnent

contracts. Potential provider conpanies may el ect to subnit

conpetitive bids or proposals to serve only a specific segnent

of optional program participants, such as K-12 public schoo

di strict enpl oyees, and nothing in this section shall prohibit

the division fromsel ecting one or nore such providers as part

of the nine providers.

(b) In evaluating and sel ecting private-sector

provi der conpani es and products for the Regular C ass Optional

Retirenment Program the division shall establish criteria

under which it will consider the relative capabilities and

qgual i fications of each proposed provider conpany. In

devel opi ng such criteria, the division shall consider

1. Experience in Florida and ot her states providing

retirenent annuities or trusteed nutual fund arrangenents

under defined-contribution pension plans.

2. Financial strength and stability, as evidenced by

t he highest ratings assigned by nationally recogni zed rating

servi ces.
3. Intrastate and interstate portability of the

product offered, including early wthdrawal options.

4, Conpliance with the Internal Revenue Code.

5. The cost-effectiveness of the products provided,

and the |l evels of service supporting them relative to their
17
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1| benefits and their characteristics, including, wthout
2| limtation, the level of risk borne by the provider
3 6. The provider conpany's ability and willingness to
4] coordinate its activities with Florida Retirenent System
5] enpl oyers and the division, and to supply to such enpl oyers
6| and the division the information and data they require.
7 7. The nethods available to participants to interact
8| with the provider conpany, including the neans by which
9| participants nay access account information, direct investnent
10| of contributions, make changes to their accounts, transfer
11 | noneys between avail abl e i nvestnent vehicles, and transfer
12 | noneys between provi der conpanies, and shall consider any fees
13| that apply to such activities.
14 8. The provider conpany's policies with respect to the
15 | transfer of individual account bal ances, contri butions, and
16 | earnings thereon, both internally anbng i nvestnent products
17 | offered by the provider conpany and external ly between
18 | provider conpanies, as well as any fees, charges, reductions,
19| or penalties that may be appli ed.
20 (d) The division shall consider investnent options or
21 | products it considers appropriate to give participants the
22 | opportunity to accunulate retirenment benefits, subject to the
23| foll owi ng
24 1. The Regular Cass Optional Retirenent Program nust
25| offer a diversified m x of investnent products.
26 2. lnvestnent options or products offered by the group
27 | of approved providers may include nmutual funds, group annuity
28 | contracts, individual retirenent annuities, interests in
29 | trusts, and other such financial instrunents.
30 (e) The division shall periodically reviewthe
31| performance of each approved provi der and each approved

18
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product to ensure continued conpliance with established

selection criteria and with division policy and procedures.

Providers or products nmay be term nated, subject to contract

provi si ons.
(f) Contracts nust be renegotiated every 8 years in

order to provide new or different services or products.
(10) CONTRACT REQUI REMENTS. - - The divi sion shall ensure
that each participant is provided a quarterly statenent that

accounts for the contributions nmade by and on behal f of such

participants; the interest and investnent earnings thereon

and any fees, penalties, or other deductions that apply

thereto. At a m ni mrum such statenments nust:

1. Indicate the participant's self-directed investnent

opti ons.
2. State the market value of the account at the close

of the current quarter and previ ous quarter

3. Show account gains and | osses for the period.

4, |tenize account contributions for the quarter

5. Indicate any account changes due to adjustnment of

contribution |evels, reallocation of contributions, bal ance

transfers, or wthdrawals.

6. Set forth any fees, charges, penalties, and other

deductions that apply to the account.

| nvest nent providers shall provide annual sunmary reports to

t he di vi si on.

(11) STATE BOARD OF ADM NI STRATI ON TO PROVI DE ADVI CE
AND ASSI STANCE. --The State Board of Administration shal
assist the division in inplenenting and admi nistering the

Regul ar O ass Optional Retirenent Program

19
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(a) At the request of the division, the board shal

revi ew proposal s submtted by vendors seeking to becone

approved providers for the Regular Cass Optional Retirenent

Program and shall subnit to the division its recommendati ons

regardi ng such vendors, based on

1. An evaluation of specific investnent products

proposed to be offered, taking into account each product's

track record in neeting its investnent return objectives net

of all related fees, expenses, and charges, including, but not

limted to, investnent nmanagenent fees, |oads, distribution

and nmarketing fees, custody fees, recordkeeping fees,

educati on fees, annuity expenses, and consulting fees; and

2. Oganizational factors, including, but not limted

to, financial solvency, organizational depth, and experience

in providing institutional investnent services.

(b) Once providers have been sel ected and approved,

the board shall periodically reviewinvestnent product

perfornmance and rel ated organi zational factors of the approved

providers. The board shall advise the division on the

acceptability of all investnent products proposed to be

of fered through contracts to the partici pants and nmay advi se

t he division of any changes necessary to ensure that the

Regul ar O ass Optional Retirenent Programoffers a diversified

m x of investnent products.

(c) The State Board of Administration shall devel op

and submit to the division its recommendati ons regardi ng the

formand content of contracts to be offered under the Regul ar

Class Optional Retirenment Program In developing its

recommendati ons, the board nust consi der

20
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1. The nature and extent of the rights and benefits to

be afforded participants in relation to the required

contributions under the program and

2. The suitability of the rights and benefits to be

afforded participants to the needs of the participants and the

interests of enployers in the recruitnent and retention of

el i gi bl e enpl oyees.

(d) The State Board of Administration shall review

proposal s subnitted by vendors seeking to contract with the

di vision to provide financial advice on retirenent planning.

The board shall eval uate such proposals based on an assessnent

of cost, product quality, independence from noney-nmanagenent

organi zati ons, and organi zational factors, including, but not

limted to, custoner-service orientation, financial solvency,

organi zati onal depth, and experience in providing i nvestnent

advi sory and consulting services. Once a vendor is sel ected

and approved for this purpose, the board shall periodically

review the performance and organi zati onal aspects of the

approved contractor and shall subnit to the division

reconmrended changes necessary to ensure that program

partici pants receive appropriate and cost-effective investnent

advi ce.

The | nvestnent Advi sory Council shall review any

reconmendati ons of the board prior to subnmittal to the

di vision. The division shall make the final determ nation as

to whether any investnent provider or product, any contractor

or any and all contract provisions will be approved for the

program Upon the recomendation of the Board of Trustees of

the State Board of Administration that it offer an optiona

retirenent programthat it admnisters, the Division of
21
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1| Retirenent shall comm ssion an independent third-party firmto
2| conduct a review of the product to be offered so as to effect
3| substantial conpliance with the provisions of this subsection.
4 (12) FEDERAL REQUI REMENTS. - -

5 (a) Provisions of this section shall be construed, and
6 | the Regular C ass Optional Retirenent Program shall be

7| adm nistered, so as to conply with the Internal Revenue Code
8| Title 26 U S.C., and specifically with plan qualification

9] requirenents inposed on governnental plans under s. 401(a) of
10 | the Internal Revenue Code.

11 (b) Any section or provision of this chapter which is
12 | susceptible to nore than one construction nust be interpreted
13| in favor of the construction nost likely to satisfy

14 | requirenents inposed by s. 401(a) of the Internal Revenue

15 | Code.

16 (c) Contributions payable under this section for any
17 | linmtation year may not exceed the maxi num anount all owabl e
18 | for qualified defined-contribution pension plans under

19 | applicable provisions of the Internal Revenue Code. If an

20 | enpl oyee who has el ected to participate in the Regular d ass
21| Optional Retirenment Program participates in any other plan

22 | that is nmamintained by the participating enpl oyer, benefits

23 | that accrue under the Regular C ass Optional Retirenent

24 | Program shall be considered prinmary for any aggregate

25| limtation applicable under s. 415 of the Internal Revenue

26 | Code.

27 (13) I NVESTMENT POLI CY STATEMENT. - -

28 (a) Investnent products and providers selected for the
29 | regul ar class optional retirenent systemshall be in

30| conformance with the Regular Cass Optional Retirenent System
31| Investnent Policy Statenent, herein referred to as the

22
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Statenent," as devel oped by the executive director of the

State Board of Administration, approved by the board, and

submtted to the Division of Retirenent. The Statenent nust

i nclude, anobng other itens, the investnent objectives of the

Regul ar O ass Optional Retirenent System nmnager sel ection

and nonitoring guidelines; and perfornance neasurenent

criteria. As required fromtine to tine, the executive

director of the State Board of Adninistration may present

reconmrended changes in the Statenment to the board for

approval .
(b) Prior to any recomended changes in the Statenent

bei ng presented to the State Board of Administration, the

executive director of the board shall present such changes to

the I nvestment Advisory Council for review. The council shal

present the results of its reviewto the board prior to the

board's final approval of the Statenent or changes in the

St at enent .

(14) STATEMENT OF FI DUCI ARY STANDARDS AND
RESPONSI BI LI TI ES. - -

(a) Investnent of regular class optional retirenent

program assets shall be made for the sole interest and

excl usi ve purpose of providing benefits to program

partici pants and beneficiaries and defrayi ng reasonabl e

expenses of adnministering the program The progranis assets

are to be invested with the care, skill, and diligence that a

prudent person acting in a |like manner woul d undertake. The

perfornance of the above investnent duties shall conply with

the fiduciary standards set forth in the Enpl oyee Retirenent
I nconme Security Act of 1974 at 29 U . S.C. s. 1104(a) (1) (A
through (C). In case of conflict with other provisions of |aw

23
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1| authorizing investnents, the investnent and fiduciary

2| standards set forth in this subsection shall prevail.

3 (b) The programis investnent fiduciaries shall not be
4 | liable for |losses to a participant's or beneficiary's account
5| that result fromthe participant's or beneficiary's exercise
6| of control. The assets of the regular class optiona

7| retirenent programshall be nmaintained in conpliance with the
8| United States Departnent of Labor regul ati on under section

9] 404(c) of the Enpl oyee Retirenent |Incone Security Act of 1974
10| and all applicable | aws governing the operation of the

11 | program

12 Section 2. Subsection (2) of section 112.363, Florida
13| Statutes, 1998 Supplenent, is anended to read:

14 112. 363 Retiree health insurance subsidy.--

15 (2) ELIGABILITY FOR RETI REE HEALTH | NSURANCE

16 | SUBSI DY.--A person who is retired under a state-adninistered
17 | retirenent system or a beneficiary who is a spouse or

18 | financial dependent entitled to receive benefits under a

19 | state-adnministered retirenent system is eligible for health
20 | i nsurance subsidy paynents provided under this section; except
21 | that pension recipients under ss. 121.055(1)(b)2., 121. 36,

22 | 121.40, 238.07(16)(a), and 250.22, recipients of health

23 | i nsurance coverage under s. 110.1232, or any other special

24 | pension or relief act shall not be eligible for such paynents.
25| Paynent of the retiree health insurance subsidy shall be made
26 | only after coverage for health insurance for the retiree or
27 | beneficiary has been certified in witing to the Division of
28 | Retirenment. Participation in a forner enployer's group health
29 | insurance programis not a requirement for eligibility under
30| this section. However, participants in the State Community
31| Coll ege System Optional Retirenent Program as provided in s.

24
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1| 121.051(2)(c), the Senior Managenent Service Optional Annuity

2| Programas provided in s. 121.055(6),and the State University

3| System Optional Retirenment Programas provided in s. 121.35

4 | shall not receive the retiree health insurance subsidy

5| provided in this section. The enployer of such participant

6 | shall pay the contributions required in subsection (8) to the

7 | annuity program provided in s. 121.051(2)(c),s.

8] 121.055(6)(d),or s. 121.35(4)(a), as applicable.

9 Section 3. In any solicitation or offer of coverage
10 | under an optional retirement program a provider conpany shal
11 | be governed by the contract readability provisions of section
12 | 627. 4145, Florida Statutes, notw thstandi ng section
13| 627.4145(6)(c), Florida Statutes. In addition, all descriptive
14 | materials nmust be prepared under the assunption that the
15| partici pant is an unsophisticated i nvestor. Provider conpanies
16 | nust maintain an internal systemof quality assurance, have
17 | proven functional systens that are date-cal cul ati on conpliant,
18 | and be subject to a due-diligence inquiry that proves their
19 | capacity and fitness to undertake service responsibilities.

20 Section 4. Paragraph (e) is added to subsection (3) of
21| section 112. 363, Florida Statutes, 1998 Supplenent, to read:
22 112. 363 Retiree health insurance subsidy.--

23 (3) RETIREE HEALTH | NSURANCE SUBSI DY AMOUNT. - -

24 (e) Beginning July 1, 2001, each eligible retiree or

25| if the retiree is deceased, his or her beneficiary who is

26 | receiving a nonthly benefit fromsuch retiree's account and
27 | who is a spouse, or a person who neets the definition of joint
28 | annuitant in s. 121.021(28), shall receive a nonthly retiree
29 | health insurance subsidy paynent equal to the nunber of years
30| of creditable service, as defined in s. 121.021(17), conpl eted
31| at the tine of retirenent multiplied by $5. No eligible

25
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retiree or heneficiary nmay receive a subsidy paynent of nore

than $150 or less than $30. If there are nultiple

beneficiaries, the total paynment nay not be greater than the

payrment to which the retiree was entitl ed.

Section 5. Subsections (29) and (45) of section
121.021, Florida Statutes, 1998 Suppl enent, are anmended to
r ead:

121.021 Definitions.--The foll owi ng words and phrases
as used in this chapter have the respective neanings set forth
unless a different neaning is plainly required by the context:

(29) "Nornal retirenent date" neans the first day of
any nonth followi ng the date a nenber attains one of the
fol |l owi ng stat uses:

(a) If a Regular d ass nenber, the nenber

1. Conpletes 6 36 or nore years of creditable service
and attai ns age 62; or

2. Completes 30 years of creditable service,
regardl ess of age, which may include a nmaxi mum of 4 years of
mlitary service credit as long as such credit is not clained
under any other system

(b) If a Special Ri sk Cass nenber, the nenber:

1. Conpletes 6 36 or nore years of creditable service
in the Special Risk Oass and attai ns age 55;

2. Conpletes 25 years of creditable service in the
Special Ri sk Cass, regardl ess of age; or

3. Conmpletes 25 years of creditable service and
attains age 52, which service may include a maxi num of 4 years
of mlitary service credit as long as such credit is not
cl ai red under any other systemand the remmining years are in
t he Special Ri sk O ass.

26
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(c) |If a Senior Managenent Service O ass nenber, the
menber :

1. Conpletes 6 # years of creditable service in the
Seni or Managenent Service Class and attains age 62; or

2. Completes 30 years of any creditable service,
regardl ess of age, which may include a maxi mum of 4 years of
mlitary service credit as long as such credit is not clained
under any other system

(d) If an El ected State—-C€ounty Oficers' O ass nenber
t he nenber:

1. Conpletes 6 8 years of creditable service in the
El ected State and County O ficers' Cass and attains age 62;
or

2. Completes 30 years of any creditable service,
regardl ess of age, which may include a maxi mum of 4 years of
mlitary service credit as long as such credit is not clained
under any other system

"Normal retirenent age" is attained on the "normal retirenent
date."

(45) (a) "Vested" or "vesting" neans the guarantee that
a nenber is eligible to receive a future retirenent benefit
upon conpletion of the required years of creditable service
for the enpl oyee's class of nenbership, even though the nenber
may have terninated covered enpl oynent before reaching nornma
or early retirement date. Being vested does not entitle a
nmenber to a disability benefit; provisions governing

entitlenent to disability benefits are set forth under s.

121. 091( 4) baset—on—a—disabi-tty—ecausetd—by—an—injury—-or
" I F . . F I I .

27
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(b) Effective July 1, 2001, a graded vesting system

shall be inplenented for the Florida Retirenent System whereby

any nenber who is enployed in a regularly established position

on or after July 1, 2001, will earn credit toward vesting as

descri bed in paragraph (a), as foll ows:

1. Any such nenber conpleting 2 years of creditable

service shall be considered to be 20 percent vested and shal

be entitled to a future benefit based on 20 percent of the

retirenent credit earned for his or her service.

2. Any such nmenber conpleting 3 years of creditable

service shall be considered to be 40 percent vested and shal

be entitled to a future benefit based on 40 percent of the

retirenent credit earned for his or her service.

3. Any such nmenber conpleting 4 years of creditable

servi ce shall be considered to be 60 percent vested and shal

be entitled to a future benefit based on 60 percent of the

retirenent credit earned for his or her service.

4. Any such nenber conpleting 5 years of creditable

service shall be considered to be 80 percent vested and shal

be entitled to a future benefit based on 80 percent of the

retirenent credit earned for his or her service.

5. Any such nmenber conpleting 6 years of creditable

service shall be considered to be 100 percent vested, or fully

vested as described in paragraph (a).

| nactive nmenbers will not be considered fully or partially

vested solely by operation of the provisions of this

par agraph. Any nenber who is not enployed in a regularly

establi shed position on July 1, 2001, will be deened partially

or fully vested as provided in this paragraph only upon

subsequent enpl oynment in a covered position for 1 work year
28
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except that no nenber nmay be required to conplete nore years

of creditable service than woul d have been required for that

nmenber to vest under retirenent laws in effect before July 1,
2001.

Section 6. Paragraph (a) of subsection (7) of section
121. 0515, Florida Statutes, 1998 Suppl enent, is amended to
read:

121. 0515 Special risk nenbership; criteria;
desi gnati on and renoval of classification; credits for past
service and prior service; retention of special risk nornma
retirement date.--

(7) RETENTI ON OF SPECI AL RI SK NORMAL RETI REMENT
DATE. - -

(a) A special risk nenber who is noved or reassigned
to a nonspecial risk |law enforcenent, firefighting, or
correctional admnistrative support position with the sane
agency, or who is subsequently enployed in such a position
with any | aw enforcenent, firefighting, or correctional agency
under the Florida Retirenent System shall participate in the
Speci al Ri sk Administrative Support C ass and shall earn
credit for such service at the sane percentage rate as that
earned by a regular nenber. Notwi thstanding the provisions of
subsection (4), service in such an administrative support
position shall, for purposes of s. 121.091, apply toward
satisfaction of the special risk normal retirenent date, as
defined in s. 121.021(29)(b), provided that, while in such
position, the nenber remmins certified as a | aw enforcenent
officer, firefighter, or correctional officer; renains subject
to reassignnent at any tinme to a position qualifying for
speci al risk menbership; and conpl etes an aggregate of 6 16 or

29

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




Florida Senate - 1999 (corrected copy) CS for CS for SB

356
309- 2131A-99

1| nore years of service as a designated special risk nenber

2| prior to retirenent.

3 Section 7. Paragraph (d) is added to subsection (5) of
4| section 121.052, Florida Statutes, 1998 Suppl enent, and

5| subsection (8) and paragraphs (b) and (c) of subsection (12)

6| of that section are anended, to read:

7 121. 052 Menbership class of elected officers.--

8 (5) UPGRADED SERVI CE; PURCHASE OF ADDI TI ONAL CREDIT. - -
9 (d) Any nenber of the Florida Retirenent System who

10 | serves as the el ected mayor of a consolidated | oca

11 | governnent, which government by its charter has chosen status
12 ) as a nmunicipality rather than a county government for purposes
13| of the state retirenent system adninistered under this

14 | chapter, may el ect nenbership in the Elected State and County
15 ) Oficers' Cass established by this section for the duration
16 | of the termof office. Any such mayor or former nmayor shall be
17 | eligible for nenbership in this class for the termof office,
18 | provided the nenber or the |ocal governnent enpl oyer pays the
19 | retirenent contributions that woul d have been paid had actua
20 | participation conmenced at that tine, plus interest at 6.5
21 | percent conpounded each June 30 fromdate of participation
22 | until date of paynent. No retirenment credit will be all owed
23 | under this subsection for any such service which is used to
24 | obtain a benefit under any local retirenent system
25 (8) NORMAL RETI REMENT DATE; VESTI NG REQUI REMENT. - - A
26 | nenber of the El ected State—and—County Oficers' Cass shal
27 | have the sanme normal retirenent date and vesting requirenent
28 | as provided def+ned in s. 121.021(29) and (45)for a nenber of
29 | the regular class of the Florida Retirenent Systen—exeept
30 | that—onty—8—years—of—ecredi-table—service—i+n—this—etass—are
31 | reeded—to—attatn—thenormal—reti+rerent—date—spect-Hed—n—-s+—
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122162129 (=a). Any public service conm ssioner who was
renoved fromthe Elected State Oficers' Cass on July 1,

1979, after attaining at |east 8 years of creditable service
in that class shall be considered to have reached the nornma
retirenent date upon attaining age 62 as required in s.
121.021(29) (a).

(12) BENEFITS. --

(b) The benefit provisions of s. 121.091(2)-(6), (8),
(9), and (11), relating to benefits payable for dual nornma
retirenent ages, early retirenent, disability retirenent
ternm nation benefits, optional forns of retirenent,
desi gnati on of beneficiaries, enploynent after retirenent, and
net hod of conputing actuarial equival ent, respectively, shal

al so apply to nenbers of the El ected State—antd—Cotunty

O ficers' O assr—except—that—enty—8—years—of—credi-tabte
servi-ce—+n—this—elass—are needed—to—attatnthebenefits
speeiet—n—s—121+-094(3)—~and—{5)r. These provisions shall be
construed in such nmanner as to nmake them conpatible with the
provi sions of this section.

(c) The benefit provisions of s. 121.091(7), relating
to death benefits, shall apply to nenbers of the El ected State
ant—County O ficers' Class and shall be construed in such
manner as to nmake them conpatible with the provisions of this
sect i on—however—ohty—8—years—of—creditablre—serviee—+nthis
etass—areneeded—to—obtarn——such—benetits, except that:

1. If any elected official dies in office who would
have been vested under the El ected State—antd—County Officers
C ass, any other class of the Florida Retirenment System or
any other state-adninistered retirenent system if the
official had lived to conplete his or her termof office, the
official's spouse nmay elect to |l eave the official's retirenent
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1| contributions in the retirement trust fund and pay into said
2| fund any required contributions which would have been paid by
3| the officer or the enployer had the officer lived to conplete
4| the termof office.

5 2. |If a deceased nenber's surviving spouse as

6 | descri bed in subparagraph 1. previously received a refund of
7| the nenber's contributions made to the retirenent trust fund,
8 | the surviving spouse nmay pay into the retirenent trust fund an
9 | ampbunt equal to the deceased nenber's contributions previously
10 | refunded, together with interest at 4 percent conpounded

11 | annual ly on the amount of such refunded contributions fromthe
12 | date of refund until July 1, 1975, and at 6.5 percent

13 | conpounded annually thereafter to the date of payment, plus
14 | such additional contributions as nay be required under

15 | subparagraph 1., in order to becone vested, as applicable.

16

17 | Upon conclusion of the termof office to which the deceased
18 | officer was el ected, a spouse who pays into the retirenent

19 | trust fund such additional or refunded contributions, plus

20| interest, shall be eligible to receive a nonthly benefit in
21| the sanme manner as the surviving spouse of a nenber who dies
22 | after accunul ating the required nunber of years of creditable
23| service as described herein.

24 Section 8. Paragraph (a) of subsection (1) of section
251 121.053, Florida Statutes, 1998 Supplenent, is anended to

26 | read:

27 121.053 Participation in the El ected State—antd—County
28 | Oficers' Cass for retired nmenbers. --

29 (1) (a) Any nenber who retired under any existing

30| systemas defined in s. 121.021(2), and receives a benefit

31| thereof, and who serves in an office covered by the El ected
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State—and—County Oficers' Class for a period of at least 6 8

years, shall be entitled to receive an additional retirenent
benefit for such elected officer service prior to July 1,
1990, under the El ected State—and—County Oficers' O ass of
the Florida Retirenent System as follows:

1. Upon conpletion of 6 8 or nore years of creditable
service in an office covered by the El ected State—and—County
Oficers' Cass, s. 121.052, such nenber shall notify the
adm nistrator of his or her intent to purchase el ected officer
service prior to July 1, 1990, and shall pay the nenber
contribution applicable for the period being clained, plus 4
percent interest conpounded annually fromthe first year of
service clainmed until July 1, 1975, and 6.5 percent interest
conmpounded annually thereafter, until full paynent is nmade to
the Florida Retirenment System Trust Fund; however, such nenber
may purchase retirenment credit under the El ected State—and
County Officers' Class only for such service as an el ected
of ficer.

2. Upon paynent of the anmount specified in
subparagraph 1., the enployer shall pay into the Florida
Retirenment System Trust Fund the applicable enpl oyer
contribution for the period of elected officer service prior
to July 1, 1990, being clainmed by the nenber, plus 4 percent
i nterest conpounded annually fromthe first year of service
clainmed until July 1, 1975, and 6.5 percent interest
conpounded annually thereafter, until full paynent is nmade to
the Florida Retirenment System Trust Fund.

Section 9. Paragraph (b) of subsection (4) of section
121. 055, Florida Statutes, 1998 Supplenent, is anmended to
read:
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121. 055 Seni or Managenent Service Class.--There is
hereby established a separate class of nenbership within the
Florida Retirement Systemto be known as the "Seni or
Managenent Service Class," which shall becone effective
February 1, 1987.

(4)

(b) Service in an eligible position prior to February
1, 1987, or after January 31, 1987, shall satisfy the
requi renment of attaining the nornmal retirenment date as defined
ins. 121.021(29) for a Senior Managenent Service Cl ass
nmenber, provided the enployee is a nenber of the Senior
Managenent Service C ass after January 31, 1987. A nenber of
this class who fails to conplete 6 # years of creditable
service in an eligible position shall be required to satisfy
the requirenents for the normal retirenent date for a regul ar
nmenber as provided in s. 121.021(29).

Section 10. Paragraph (i) of subsection (1) of section
121.081, Florida Statutes, 1998 Supplenent, is anmended to
read:

121. 081 Past service; prior service;
contributions.--Conditions under which past service or prior
service may be clainmed and credited are:

(1)

(i) An enployee of a state agency who was a nenber of
a state-admnistered retirenent system and who was granted
educational | eave with pay pursuant to a witten educationa
| eave-wi t h-pay policy may clai msuch period of educationa
| eave as past service subject to the foll owing conditions:

1. The educational |eave nmust have occurred prior to
Decenber 31, 1971;
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2. The nenber nust have conpleted at |east 6 16 years
of creditable service excluding the period of the educationa
| eave;

3. The enpl oyee nust have returned to enploynent with
a state agency enployer who participated in the retirenent
system which return was inmedi ately upon ternination of the
educational |eave, and nust have renmi ned on the enployer's
payroll for at |least 30 cal endar days following the return to
enpl oynent ;

4. The enpl oyee nust be a nenber of the Florida
Retirenent Systemat the tine he or she clains such service

5. Not nore than 24 nonths of creditable service may
be clainmed for such period of educational |eave with pay;

6. The service nust not be clai ned under any ot her
state or federal retirenment system and

7. The nmenber nmust pay to the retirenment trust fund
for claimng such past-service credit an anpbunt equal to 8
percent of his or her gross annual salary imediately prior to
t he educational |eave with pay for each year of past service
clainmed, plus 4 percent interest thereon conpounded annually
each June 30 fromthe first year of service clainmed until July
1, 1975, and 6.5 percent interest thereafter on the unpaid
bal ance conpounded annually each June 30 until paid.

Section 11. Paragraphs (a) and (j) of subsection (4)
of section 121.091, Florida Statutes, 1998 Suppl enent, are
amended to read:

121. 091 Benefits payabl e under the system--Benefits
may not be paid under this section unless the nenber has
ternm nated enpl oynent as provided in s. 121.021(39)(a) or
begun participation in the Deferred Retirenent Option Program
as provided in subsection (13), and a proper application has
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been filed in the manner prescribed by the division. The
di vi sion may cancel an application for retirenent benefits
when the nenber or beneficiary fails to tinely provide the
i nformati on and docunents required by this chapter and the
division's rules. The division shall adopt rules establishing
procedures for application for retirenent benefits and for the
cancel |l ation of such application when the required information
or docunents are not received

(4) DI SABILITY RETI REMENT BENEFIT. - -

(a) Disability retirenent; entitlenent and effective
date. - -

1. A nenber who becones totally and permanently
di sabl ed, as defined in paragraph (b), after conpleting 5
years of creditable service, or a nenber who becones totally
and pernmanently disabled in the line of duty regardl ess of

service, shall be entitled to a nonthly disability benefit+:

2. If the division has received fromthe enpl oyer the
requi red docunentation of the nmenber's ternination of
36
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1| enploynent, the effective retirenent date for a nenber who

2| applies and is approved for disability retirenment shall be

3 | established by rule of the division

4 3. For a nmenber who is receiving Wrkers' Conpensation
5| paynents, the effective disability retirenent date may not

6 | precede the date the nenber reaches Maxi num Medi ca

7| Inmprovenent (MM), unless the nenber terninates enpl oynent

8| prior to reaching MM .

9 (j) Disability retirenment of justice or judge by order
10 | of Suprene Court.--

11 1. If a nenber is a justice of the Suprene Court,

12 | judge of a district court of appeal, circuit judge, or judge
13| of a county court who has served for 6 16 years or nore as an
14 | el ected constitutional judicial officer, including service as
15) a judicial officer in any court abolished pursuant to Art. V
16 | of the State Constitution, and who is retired for disability
17 | by order of the Suprene Court upon reconmmendation of the

18 | Judicial Qualifications Comi ssion pursuant to the provisions
19 ) of Art. V of the State Constitution, the nenber's Option 1
20 | nonthly benefit as provided in subparagraph (6)(a)l. shall not
21| be less than two-thirds of his or her nonthly conpensation as
22 | of the nenber's disability retirenment date. Such a nenber may
23 | alternatively elect to receive a disability retirenent benefit
24 | under any other option as provided in paragraph (6)(a).
25 2. Should any justice or judge who is a nenber of the
26 | Florida Retirenent Systembe retired for disability by order
27 | of the Suprene Court upon recomendation of the Judicial
28 | Qualifications Comission pursuant to the provisions of Art. V
29| of the State Constitution, then all contributions to his or
30 | her account and all contributions made on his or her behal f by
31| the enployer shall be transferred to and deposited in the
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CGeneral Revenue Fund of the state, and there is hereby
appropriated annually out of the General Revenue Fund, to be
paid into the Florida Retirement System Fund, an anpunt
necessary to pay the benefits of all justices and judges
retired fromthe Florida Retirenent System pursuant to Art. V
of the State Constitution.

Section 12. Paragraph (b) of subsection (1) of section
121. 1115, Florida Statutes, is anended to read:

121.1115 Purchase of retirenent credit for
out-of -state and federal service.--Effective January 1, 1995,
a nenber of the Florida Retirenent System may purchase
creditabl e service for periods of public enploynent in another
state and receive creditable service for such periods of
enpl oynent. Service with the Federal Governnent, including any
mlitary service, may be clained. Upon conpletion of each year
of service earned under the Florida Retirenent System a
nmenber may purchase up to 1 year of retirenment credit for his
or her out-of-state service, subject to the follow ng
provi si ons:

(1) LIMTATIONS AND CONDI TIONS. --To receive credit for
the out-of-state service

(b) The nenber nust have conpleted a mnimumof 6 16
years of creditable service under the Florida Retirenent
System excluding out-of-state service and in-state service
cl ai mred and purchased under s. 121.1122.

Section 13. Paragraph (a) of subsection (2) of section
121. 1122, Florida Statutes, 1998 Suppl enent, is amended to
read:

121.1122 Purchase of retirenent credit for in-state
public service and in-state service in accredited nonpublic
school s and col |l eges, including charter schools and charter
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1| technical career centers.--Effective January 1, 1998, a nenber
2| of the Florida Retirenent System may purchase creditable

3| service for periods of certain public or nonpublic enploynent
4 | perforned in this state, as provided in this section.

5 (2) LIMTATIONS AND CONDI TI ONS. - -

6 (a) A nmenber is not eligible to receive credit for

7| in-state service under this section until he or she has

8| conpleted 6 6 years of creditable service under the Florida
9| Retirenent System excluding service purchased under this

10 | section and out-of-state service clained and purchased under
11| s. 121.1115.

12 Section 14. Paragraph (a) of subsection (1) of section
13 ] 121.121, Florida Statutes, 1998 Supplenent, is anmended to

14 | read:

15 121.121 Authorized | eaves of absence.--

16 (1) A nenber nmay purchase creditable service for up to
171 2 work years of authorized | eaves of absence if:

18 (a) The nenber has conpleted a mninumof 6 16 years
19 | of creditable service, excluding periods for which a | eave of
20 | absence was aut hori zed;
21 (b) The leave of absence is authorized in witing by
22 | the enpl oyer of the nenber and approved by the adm nistrator
23 (c) The nenber returns to active enploynent performng
24 | service with a Florida Retirenent System enployer in a
25| regularly established position i mediately upon term nation of
26 | the | eave of absence and remmi ns on the enployer's payroll for
27 | 1 cal endar nonth, except that a nenber who retires on
28 | disability while on a nedical |eave of absence shall not be
29 | required to return to enploynent. A nenber whose work year is
30| less than 12 nonths and whose | eave of absence ternminates
31| between school years is eligible to receive credit for the
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| eave of absence as long as he or she returns to the
enpl oynent of his or her enployer at the begi nning of the next
school year and renmins on the enployer's payroll for 1
cal endar nonth; and

(d) The nenber nakes the required contributions for
service credit during the | eave of absence, which shall be 8
percent until January 1, 1975, and 9 percent thereafter of his
or her rate of nmonthly conpensation in effect inmediately
prior to the coonmencenent of such |leave for each nmonth of such
period, plus 4 percent interest until July 1, 1975, and 6.5
percent interest thereafter on such contributions, conpounded
annual |y each June 30 fromthe due date of the contribution to
date of paynent. Effective July 1, 1980, any |eave of absence
purchased pursuant to this section shall be at the
contribution rates specified ins. 121.071 in effect at the
time the leave is granted for the class of nmenbership from
which the | eave of absence was granted; however, any nenber
who purchased | eave-of -absence credit prior to July 1, 1980,
for a |l eave of absence froma position in a class other than
the regul ar nenbership class, nay pay the appropriate
addi tional contributions plus conpound interest thereon and
receive creditable service for such | eave of absence in the
nmenbership class fromwhich the nenber was granted the | eave
of absence.

Section 15. The Legislature finds that a proper and

legitinmate state purpose is served when enpl oyees and retirees

of the state and of its political subdivisions, and the

dependents, survivors, and beneficiaries of such enpl oyees and

retirees, are extended the basic protections afforded by

governnental retirenent systens that provide fair and adequate

benefits that are managed, adninistered, and funded in an
40
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1| actuarially sound manner, as required by Section 14 of Article
2| X of the State Constitution and part VII of chapter 112,

3| Florida Statutes. Therefore, the Legislature determ nes and

4 | declares that this act fulfills an inportant state interest.

5 Section 16. The Regular O ass Optional Retirenent

6 | Program created by this act shall be inpl enented begi nni ng

71 July 1, 2001, contingent upon the Division of Retirenent

8| receiving a favorable determnation letter and a favorable

9| private-letter ruling fromthe Internal Revenue Service before
10| the end of the regular session of the Legislature held in

11 | 2001.

12 Section 17. Paragraph (b) of subsection (5) of section
13| 121.091, Florida Statutes, is anended to read

14 121. 091 Benefits payabl e under the system--Benefits
15| may not be paid under this section unless the nenber has

16 | term nated enploynent as provided in s. 121.021(39)(a) or

17 | begun participation in the Deferred Retirenment Option Program
18 | as provided in subsection (13), and a proper application has
19 | been filed in the manner prescribed by the division. The

20 | division may cancel an application for retirenent benefits

21 | when the nenber or beneficiary fails to tinely provide the

22 | informati on and docunents required by this chapter and the

23 | division's rules. The division shall adopt rules establishing
24 | procedures for application for retirenent benefits and for the
25 | cancel lation of such application when the required information
26 | or docunments are not received.

27 (5) TERM NATI ON BENEFI TS. - -

28 (b) A nmenber whose enploynent is ternminated for any

29 | reason other than death or retirenent after beconi ng vested

30| may elect to receive a deferred nonthly benefit which shal

31| begin to accrue on the first day of the nonth of normal or
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1| early retirenment and shall be payable on the | ast day of that
2 | nonth and each nonth thereafter during his or her lifetine.

3 | The amobunt of nonthly benefit shall be conputed in the sane

4 | manner as for a normal retirenent benefit in accordance wth
5| subsection (1) or early retirenment benefit in accordance with
6|s. 121.021(30), but based on average nmonthly conpensati on and
7| creditable service as of the date of termi nation, which

8 | conpensation shall be indexed fromthe date of ternination to
9| the date of retirement by 3 percent per annum

10 Section 18. Subsection (11) is added to section

11 ] 216. 136, Florida Statutes, 1998 Supplenent, to read:

12 216. 136 Consensus estinmating conferences; duties and
13 | principals.--

14 (11) FLORI DA RETI REMENT SYSTEM ACTUARI AL ASSUMPTI ON
15 | CONFERENCE. - -

16 (a) Duties.--The Florida Retirement System Actuari al
17 | Assunption Conference shall by consensus devel op offici al

18 | information with respect to the econoni ¢ and noneconom ¢

19 | assunptions and fundi ng nethods of the Florida Retirenent

20 | System necessary to performthe study. Such information shal
21| include an analysis of the actuarial assunptions and actuari al
22 | nethods and a determ nati on of whether changes to the

23 | assunptions or nethods need to be made due to experience

24 | changes or revised future forecasts.

25 (b) PRINCIPALS. --The principals of the conference

26 | shall include the budget director of the Ofice of Planning
27 | and Budgeting, the executive director of the State Board of
28 | Adnministration, the director of the Division of Retirenent,
29 | the Coordinator of the Ofice of Econom ¢ and Denographic

30 | Research, the staff director of the Senate Comm ttee on

31| Budget, the executive director of the House of Representatives
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1| Fiscal Responsibility Council, the staff director of the
2| Senate Conmmittee on Governnental Oversight and Productivity,
3] and the staff director of the House of Representatives
4| Conmmittee on Governnental Operations. The executive director
5] of the State Board of Adnministration shall preside over
6 | sessions of the conference.
7 Section 19. This act shall take effect July 1, 2001
8 | except that this section and sections 1 and 16 shall take
9| effect July 1, 1999; however, the Regular Cass Optional
10 | Retirenent Programcreated by this act shall not be
11 | i npl enented, nor shall the provisions of this act which
12 | provide for inproved vesting and indexi ng of deferred benefits
13 | under the Florida Retirenment Systemtake effect, unti
14 | legislation is enacted to properly fund such benefit
15 | i mprovenents through adjustnents to the contribution rates for
16 | the various nenbership classes of the Florida Retirenent
17 | System as required by Article X, Section 14, of the State
18 | Constitution.
19
20
21
22
23
24
25
26
27
28
29
30
31
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR

2 CS/ SB 0356

3

4 | Adds a new definition for the term"“contract" that includes an
i ndi vidual contract or individual certificates Issued as part

5| of a group contract.

6| Requires the third party contractor for educationa
information to_ provide information beyond the initial ]

7 | enrol I nent choice. The bill further requires such information
to neet the requirenents under Enpl oyee Retirenent |ncone

8| Security Act of 1974.

9 | Makes | anguage on the types of investnment products. that
providers offer perm ssive as there may not be a viable

10| provider for all of the listed investnent products.

11| Allows the Division of Retirenent, or the third party
contractor for educational information, to PFOVIde quarterly

12 | statements to participants to ensure consistent and,
consol | dat ed reportlng to enployees. The bill clarifies the

13 | type of reports providers of investnent products nust nake to

14 enpl oyees.
Requires the State Board of Administration to provide an

15| investnent policy statenent to guide the Division of
Retirement's selection of investnent providers and products

16 | In addition, the anendment states that the state's fiduciary
responsibilities and _investnent duties wll congly wth

17 ibgzdards under the Enpl oyee Retirenent |ncone Security Act of

18 '
Provi des that nmenbers of the FRS that are nayors or forner.

19 | mayors of a consolidated |ocal governnent that by charter is a
nmuni cipality rather than a countfy can el ect nenbership in the

20| FRS for the tine served as mayor at their own or the |oca

01 governnent's expense
The bill requires that the salary fiPures for_ early

22 | termnators of the defined benefit plan used in the average
final conpensation cal culation be indexed by 3 percent per

23| year fromthe date of termnation to retirenent.

24 | Creates the Florida Retirenent System Actuarial Assunption
Conference to reconmmend. a consensus contribution rate for the

25 | prograns under the Florida Retirenent System

26 | Mbkes the effective date of the bill at JUIY 1, 2001 except

7 for sections 1 and 17 that would take effect July 1, 1999.

28

29

30

31
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