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. By Representatives Sanderson, Sorensen, \Wallace, C. Geen
Wse, Crist, Maygarden, Jones, Dockery, Goodl ette, Lynn,
Morroni, Mirman; "Andrews, Arnall, Al exander, Farkas, Prieguez,
Haf ner, ' Lacasa, Sobel, Bl oom Ar genzi ano, Vi |l al obos, Garci a,
Feeney and Bilirakis

1 Abill to be entitled

2 An act relating to the Florida Retirenent

3 System creating s. 121.355, F.S.; providing

4 for an optional retirenment programfor al

5 menbers of the Florida Retirenent System

6 anendi ng ss. 112.363 and 121.081, F.S.

7 conformng to the act; providing an effective

8 dat e.

9

10| Be It Enacted by the Legislature of the State of Florida:

11

12 Section 1. Section 121.355, Florida Statutes, is

13 | created to read:

14 121. 355 Optional retirenent program --

15 (1) OPTIONAL RETI REMENT PROGRAM ESTABLI SHED. - - The

16 | Division of Retirenment shall establish an optional retirenent
17 | program under which contracts providing retirenent and death
18 | benefits may be purchased for eligible nenbers of the Florida
19 | Retirenent Systemwho elect to participate in the program The
20 | benefits to be provided for or on behalf of participants in
21 | such optional retirenent program shall be provided through

22 | individual contracts or individual certificates issued for

23 | group investnent contracts, which may be fixed, variable, or a
24 | conbi nation thereof. Any individual contract or certificate
25| shall state the investnent plan on its face page, and shal

26 | include, but not be limted to, a statenent of ownership, the
27 | contract benefits, investnent inconme options, linitations,

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

29 | shall contribute, as provided in this section, toward the

30 | purchase of such optional benefits.

31
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1 (2) ELIGBILITY FOR PARTI Cl PATI ON I N OPTI ONAL

2| PROGRAM --Participation in the optional retirenent program

3| provided by this section shall be linited to persons who are
4| otherwise eligible for nenbership in the Florida Retirenent

5] System and who are not participating in any other optional

6 | annuity program authorized under this chapter

7 (3) ELECTI ON OF OPTI ONAL PROGRAM - -

8 (a) Any eligible enpl oyee who is enployed on or before
9] July 1, 2000, may elect to participate in the optiona

10| retirenent programin lieu of participation in the Florida

11| Retirenent System Such election shall be nmade in witing and
12 | filed with the division and the personnel officer of the

13 | enpl oyer on or before June 1 of the year preceding the fisca
14 | year which the eligible enployee elects to participate in the
15| optional retirenment program Upon such el ection, participation
16 | in the optional programshall take effect on July 1 after the
17 | eligible enployee elects to participate in the optiona

18 | retirenent program and el ection to so participate shal

19 | terminate the nenbership of the enployee in the Florida
20| Retirenent System Any eligible enployee who fails to nake an
21| election to participate in the optional programby June 1
22 | shall be deened to have elected to retain nenbership in the
23| Florida Retirenent Systemfor the next fiscal year
24 (b) Any enpl oyee who becones eligible to participate
25| in the optional retirenent program by reason of initial
26 | enpl oynent comencing after July 1, 2000, may, within 90 days
27 | after the date of conmencenent of enploynent, elect to
28 | participate in the optional program Such el ection shall be
29 | made in witing and filed with the personnel officer of the
30 | enpl oyer. The eligible enpl oyees described in this paragraph
31| shall be enrolled in the Florida Retirenent Systemat the

2
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 631
228-197C- 99

commencenent of enploynent, with the exception of those

enpl oyees who file an election with the personnel officer of

the enpl oyer prior to the submission of the initial payrol

for the enpl oyee. For such enpl oyees, participation will be

effective on the first day of enploynent. |If an eligible

enpl oyee, as described in this paragraph, files an election to

participate in the optional programw thin 90 days after the

commencenent of enploynent, but after the submi ssion by the

enpl oyer of the initial payroll for the enpl oyee, the

enpl oyee's participation in the optional programw |l not be

effective until the first day of the nonth for which a ful

nonth' s enpl oyer contribution may be nade. Any eligible

enpl oyee who does not within 90 days after conmencenent of

such enpl oynment elect to participate in the optional program

shal|l be deened to have elected to retain nenbership in the

Florida Retirement Systemuntil the filing of appropriate

forns to participate in the optional retirenent program at

whi ch point optional participation shall not take effect unti

the foll owi ng payroll period.

(c) Participants shall be fully and i medi ately vested

in the optional retirement programfromthe initial date of

enpl oynent only upon execution of an investnent contract.

(d) The election by an eligible enployee to

participate in the optional retirenent programshall be

irrevocable for so long as the enpl oyee continues to neet the

eligibility requirenents specified in subsection (2), except

as provided in paragraph (f).

(e) An eligible enployee who is a nenber of the

Florida Retirement Systemat the tine of election to

participate in the optional retirenment programshall have the

option to transfer all retirenent service credit earned under
3
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the Florida Retirenent System at the rate earned to the

optional retirement program No additional service credit in

the Florida Retirenment System shall be earned while the

enpl oyee participates in the optional program nor shall the

enpl oyee be eligible for disability retirenment under the

Florida Retirenent System

(f) A participant in the optional retirenent program

nmay not participate in nore than one state-admnistered

retirenent system plan, or class sinultaneously, except as

provided in s. 121.052(6)(d). At retirenent, the average fina

conpensation used to cal cul ate any benefits for which the

nenber becones eligible under the Florida Retirenent System

shal|l be based on all salary reported for both positions

during such period of dual enploynent. Wen such nenber ceases

to be dually enpl oyed, he or she may, within 90 days, elect to

remain the the Florida Retirenent Systemclass for which he or

she is eligible or to again becone a participant in the

optional retirement program Failure to elect nmenbership in

the optional programwithin 90 days shall result in conpul sory

nenbership in the Florida Retirenent System
(4) CONTRI BUTI ONS. - -
(a) Each enpl oyer shall contribute on behalf of each

participant in the optional retirenent program an amount equa

to the average nornmal cost portion not to be less than 10

percent of the enployer retirenment contribution which would be

required if the participant were a regul ar nenber of the

Florida Retirement System plus the portion of the

contribution rate required in s. 112.363(8) that would

ot herwi se be assigned to the Retiree Health | nsurance Subsidy

Trust Fund, |ess an anobunt approved by the Legi sl ature which

shal | be deducted by the division to provide for the
4
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adm nistration of this programand an anount outlined in
par agraph (5)(e) for Death and Disability Benefits. The
payrment of the contributions to the optional programwhich is

required by this paragraph for each participant shall be made

by the enployer to the division, which shall forward the

contributions to the desi gnated conpany or conpanies

contracting for paynent of benefits for the participant under

the program However, such contributions paid on behalf of an

enpl oyee described in paragraph (3)(c) shall not be forwarded

to a conpany and shall not begin to accrue interest until the

enpl oyee has executed an investnent contract and notified the

di vi si on.
(b) Each enpl oyer shall contribute on behalf of each

participant in the optional retirenent program an amount equa

to the unfunded actuarial accrued liability portion of the

enpl oyer contribution which woul d be required for nenbers of

the Florida Retirenent System This contribution shall be paid

to the division for transfer to the Florida Retirenent System
Trust Fund.
(c) An Optional Retirenment Program Trust Fund account

within the Florida Retirenent System Trust Fund shall be

established in the State Treasury and adm ni stered by the

Division of Retirement to nake paynents to the provider

conpani es on behal f of the optional retirenment program

participants, and to transfer the unfunded liability portion

of the state optional retirenent programcontributions to the

Florida Retirement System Trust Fund.

(d) Contributions required for social security by each

enpl oyer and each participant, in the anount required for

soci al security coverage as now or hereafter nay be provided

by the federal Social Security Act, shall be maintained for
5
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each participant in the optional retirenent program and shal

be in addition to the retirement contributions specified in

this subsecti on.

(e) Each participant in the optional retirenent

program who has executed an investnent contract nmay contribute

by way of salary reduction or deduction a percentage anopunt of

the participant's gross conpensation not to exceed federa

limtations. Paynent of the participant's contributions shal

be made by the financial officer of the enployer to the

di vi sion which shall forward the contributions to the

desi ghat ed conpany or conpani es contracting for paynent of

benefits for the partici pant under the program A parti ci pant

is responsible for nonitoring his or her individua

tax-deferred i ncone to ensure he or she does not exceed the

maxi nrum deferral anpunts permitted under the Internal Revenue
Code.

(f) Upon election to participate in the optiona

retirenent program the division shall deternmine an actuari al

equi val ent value of the participant's retirenent benefits

under the Florida Retirenment System which nmay, at the

enpl oyee's discretion, be transferred to the optiona

retirenent program In no case shall a vested enpl oyee be

required to transfer existing credit to the optiona

retirenent programif he or she so chooses.
(5) BENEFITS. - -
(a) Benefits shall be payable under the optiona

retirenent programonly to vested participants in the program

or their beneficiaries, and such benefits shall be paid only

by the desi gnated conpany in accordance with the terns of the

i nvestnent contract or contracts applicable to the

partici pant. The partici pant nust be ternmnated from al
6
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1| enploynent with all Florida Retirenent System enpl oyers, as

2| provided in s. 121.021(39), to begin receiving the

3 | enpl oyer -funded benefit.

4 (b) The benefits payable to any person under the

5| optional retirenent program and any contribution accunul at ed

6 | under such program shall not be subject to assignnent,

7 | execution, or attachnent or to any | egal process what soever.

8 (c) A participant who chooses to receive his or her

9| benefits upon ternination of enpl oynent shall have
10 | responsibility to notify the provider conpany regardi ng the
11 | date and provisions under which he or she wants to receive his
12 | or her benefits.
13 (d) Benefits funded by the participant's persona
14 | contributions may be paid out at any tine and in any formwth
15| the lints provided in the contract between the parti ci pant
16 | and his or her provider conpany. The participant shall notify
17 | the provider conpany regardi ng the date and provisions under
18 | which he or she wants to receive the enpl oyee-funded portion
19 | of the plan.
20 (e) An actuarial determ ned percentage of the enpl oyer
21 | retirenment contribution shall be deducted by the division to
22 | cover the expense of a group death and disability insurance
23| plan not to exceed .05 percent.
24 (6) ADM NI STRATI ON OF PROGRAM - -
25 (a) The optional retirement program authorized by this
26 | section shall be administered by the division. The State Board
27 | of Administration shall, no nore than 90 days after July 1,
28 | 1999, submt to the division its recommendati ons for the
29 | investnent contracts to be offered by the conpani es chosen hy
30| the division. The recommendati ons shall include the foll ow ng:
31

7
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1. The nature and extent of the rights and benefits in

relation to the required contributions.

2. The suitability of the rights and benefits to the

needs of the participants and the interests of the

institutions in the recruitnent and retention of eligible

enpl oyees.
3. An educational conponent to describe the benefits

and risks associated with the optional retirenent program

(b) After receiving and considering the

recommendati ons of the State Board of Administration, the

di vi sion shall designate no nore than five conpanies from

whi ch investnment contracts nmay be purchased under the program

and shall approve the formand content of the optiona

retirenent programcontracts; which shall be for a period of

no nore than 5 years. O the contract providers, at |east one

nmust be a nutual fund provider and one nust be a provider of

i nsurance i nvestnents. Existing contracts for the State

University Systemshall remain intact. Contracts for the newy

created optional retirenent programshall be awarded through

t he request for proposal process.

(c) The State Board of Administration shall review and

nmake recommendations to the division on the acceptability of

all investnent products proposed by provider conpanies of the

optional retirement program before they are offered through

i nvestnent contracts to the participants and may advi se the

di vi sion of any changes necessary to ensure that the optiona

retirenent programoffers an acceptable nmix of investnent

products. The division shall nake the final determ nation as

to whether an investnent product will be approved for the

program

8

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 631
228-197C- 99

(d) The provisions of each contract applicable to a

participant in the optional retirenent programshall be

contained in a witten programdescription which shall include

a report of pertinent financial and actuarial information on

t he sol vency and actuarial soundness of the program and the

benefits applicable to the participant. Such description shal

be furnished by the conpanies to each participant in the

program and to the division upon conmencenent of participation

in the program and annually thereafter

(e) The division shall ensure that each participant in

the optional retirenent programis provided an accounting of

the total contribution and the annual contribution nade by and

on behal f of such participant.

(f) The division shall nmake available to all approved

i nvestnent contract providers under this section, a |list of

all enployees eligible for the optional retirenent plan,

within 10 days of a witten request.

(g) There shall be no transfer restrictions between

approved providers of investnent contracts.

(h) The alternative retirenent option authorized by

this section shall be established and adninistered in

accordance with the requirenents for qualified retirenent

pl ans under section 401(a) of the Internal Revenue Code of
1986, as anended.
(i) |If any provision of this section is found to be in

conflict with the plan qualification requirenments for the

governnental plans in section 401(a) of the Internal Revenue

Code, the conflicting part of this section is inoperative

solely to the extent of the conflict, and such finding shal

not affect the operation of the renmmi nder of this section.

9
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Section 2. Subsection (2) of section 112.363, Florida
Statutes, 1998 Supplenent, is anended to read:

112. 363 Retiree health insurance subsidy.--

(2) ELIABILITY FOR RETI REE HEALTH | NSURANCE
SUBSI DY. -- A person who is retired under a state-adninistered
retirenent system or a beneficiary who is a spouse or
financial dependent entitled to receive benefits under a
state-admi ni stered retirenent system is eligible for health
i nsurance subsi dy paynents provided under this section; except
t hat pension recipients under ss. 121.40, 238.07(16)(a), and
250. 22, recipients of health insurance coverage under s.

110. 1232, or any other special pension or relief act shall not
be eligible for such paynents. Paynent of the retiree health
i nsurance subsidy shall be nade only after coverage for health
insurance for the retiree or beneficiary has been certified in
witing to the Division of Retirenent. Participationin a
former enployer's group health insurance programis not a
requirement for eligibility under this section. However,
participants in the Senior Managenent Service Optional Annuity

Program as provided in s. 121.055(6) ant—the—State—tnversity
. I . dedi . .
b . I . he et bei
provided—n—this—seettonr. The enpl oyer of such partici pant

shal |l pay the contributions required in subsection (8) to the
annuity programprovided in s. 121.055(6)(d) or s.
121. 35(4) (a), as applicable.

Section 3. subsection (2) of section 121.081, Florida
Statutes, 1998 Supplenent, is anended to read:

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

10
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1 (2) Prior service, as defined in s. 121.021(19), nay
2| be clained as creditable service under the Florida Retirenment
3| Systemor the Optional Retirenent Systemas set forth in s.

4] 121. 355 after a nenber has been reenployed for 12 continuous
5| nonths, except as provided in paragraph (c). Service perforned
6| as a participant of the optional retirement programfor the

7| State University Systemunder s. 121.35 or the Optional

8| Retirenent Systemas set forth in s. 121.355 or the Senior

9 | Managenent Service Optional Annuity Programunder s. 121.055
10 | may be used to satisfy the 12-continuous-nonth requirenent.

11 | The nenber shall not be pernitted to nake any contri butions
12 | for prior service until after the 12-nonth period. The

13 | required contributions for claimng the various types of prior
14 | service are:

15 (a) For prior service perforned prior to the date the
16 | system becones noncontributory for the nenber and for which
17 | the nenber had credit under one of the existing retirenent

18 | systens and received a refund of contributions upon

19 | termi nation of enploynent, the nenber shall contribute 4
20 | percent of all salary received during the period being
21| clainmed, plus 4 percent interest conpounded annually from date
22 | of refund until July 1, 1975, and 6.5 percent interest
23 | conpounded annual ly thereafter, until full paynent is nmade to
24 | the Retirement Trust Fund. A nenber who elected to transfer to
25| the Florida Retirenent System from an exi sting system nmay
26 | receive credit for prior service under the existing systemif
27 | he or she was eligible under the existing systemto claimthe
28 | prior service at the tine of the transfer. Contributions for
29 | such prior service shall be determ ned by the applicable
30 | provisions of the systemunder which the prior service is
31| clainmed and shall be paid by the nenber, with matching

11
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contributions paid by the enployer at the tine the service was
perforned. Effective July 1, 1978, the account of a person who
term nated under s. 238.05(3) nmay not be charged interest for
contributions that renmained on deposit in the Annuity Savings
Trust Fund established under chapter 238, upon retirenent
under this chapter or chapter 238.

(b) For prior service perforned prior to the date the
syst em becones noncontributory for the nenber and for which
the nmenber had credit under the Florida Retirenment System and
received a refund of contributions upon term nation of
enpl oynent, the nenber shall contribute at the rate that was
required of himor her during the period of service being
clainmed, on all salary received during such period, plus 4
percent interest conpounded annually fromdate of refund unti
July 1, 1975, and 6.5 percent interest conpounded annually
thereafter, until the full paynent is nade to the Retirenent
Trust Fund.

(c) For prior service as defined in s. 121.021(19)(b)
and (c) during which no contributions were nade because the
nmenber did not participate in a retirenent system the nenber
shal |l contribute 14.38 percent of all salary received during
such period or 14.38 percent of $100 per nonth during such
period, whichever is greater, plus 4 percent interest
conmpounded annually fromthe first year of service clained
until July 1, 1975, and 6.5 percent interest conpounded
annual ly thereafter, until full paynent is nade to the
Retirenent Trust Fund.

(d) In order to claimcredit for prior service as
defined in s. 121.021(19)(d) for which no retirenent
contributions were paid during the period of such service, the
nmenber shall contribute the total enployee and enpl oyer

12
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contributions which were required to be made to the H ghway
Patrol Pension Trust Fund, as provided in chapter 321, during
the period clained, plus 4 percent interest conpounded
annually fromthe first year of service until July 1, 1975,
and 6.5 percent interest conpounded annually thereafter, unti
full paynment is nade to the Retirenent Trust Fund. However,
any governnental entity which enpl oyed such nenber nmay el ect
to pay up to 50 percent of the contributions and interest
required to purchase this prior service credit.

(e) For service perforned under the Florida Retirenment
System after Decenber 1, 1970, that was never reported to the
di vision due to error, retirenment credit nay be clained by a
menber of the Florida Retirenment System The division shal
adopt rules establishing criteria for claimng such credit and
detailing the docunentation required to substantiate the
error.

(f) The enployer may not be required to nake
contributions for prior service credit for any nenber, except
that the enpl oyer shall pay the enpl oyer portion of
contributions for any legislator who elects to withdraw from
the Florida Retirenment System and | ater rejoins the system and
pays any enpl oyee contributions required in accordance with s.
121.052(3) (d).

Section 4. This act shall take effect upon becoming a
| aw.
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HOUSE SUMVARY

Provides for an _optional retirenent program for_ al
get IS of the Florida Retirenent System See bill for
etails
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