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By the Cormittee on Governnmental Oversight and Productivity
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1 A bill to be entitled

2 An act relating to retirenent; anendi ng s.

3 121.021, F.S.; redefining the terns "system"
4 "average final conpensation," "nornma

5 retirenent date," "System Trust Fund,"

6 "vested," and "vesting" and defining the terns
7 "actuarial surplus," "stabilization surplus,"
8 and "avail abl e surplus" with respect to the

9 Florida Retirenment System creating s. 121.36
10 F.S.; directing the State Board of

11 Adm nistration to establish an optional defined
12 contribution retirenent programfor nenbers of
13 the Florida Retirenent System providing

14 definitions; providing for eligibility and

15 retirenent service credit; providing for

16 participation and enrollnment; providing for

17 contributions; providing vesting requirenents;
18 provi di ng benefits; providing for

19 adm ni stration; providing for investnent

20 options or products; providing for perfornmance
21 review, providing for an education conponent;
22 providing participant information requirenents;
23 providi ng that advisory comittees shal

24 provi de advi ce and assi stance; providing for
25 federal requirenents; providing an investnent
26 policy statenent; providing a statenent of

27 fiduciary standards and responsibilities;

28 providing for disability benefits; providing
29 for social security and health insurance

30 subsi dy coverage; creating s. 121.571, F.S.

31 providing for contributions; providing a
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1 statenent of state purpose; providing future
2 effect for certain provisions; anending s.

3 121. 055, F.S.; increasing the nunber of

4 personnel that nmay be designated as Senior

5 Managenent Cl ass by | ocal governnents; allow ng
6 seni or managenent optional annuity program

7 benefits to be distributed through a direct

8 rollover; anmending s. 112.363, F.S.; revising
9 gui delines for determining eligibility for

10 retiree health insurance subsidies; anending
11 ss. 121.0515, 121.052, 121.053, 121.081

12 121.091, 121.1115, 121.1122, 121.031, 121.121
13 F.S.; prescribing the nethod for cal cul ating
14 average final conpensation; providing that

15 nmenbers enployed in a regularly established
16 position shall be vested after 6 years of

17 credi tabl e service; providing that any

18 ternm nated, inactive nenber nust be actively
19 enpl oyed in a covered position for 1 cal endar
20 year or nore on or after the act's effective
21 date to achieve vested status with 6 years of
22 service; providing for enployer contribution
23 rate increases to each nenbership class; adding
24 to the Special Ri sk Class of nenbership certain
25 aerial firefighting surveillance positions;
26 upgradi ng service credit for certain years for
27 speci al risk menbers; providing for funding of
28 changes to the definition of average fina
29 conpensation fromthe assets of the Florida
30 Retirenent System Trust Fund in an anount and
31 manner sufficient to maintain actuari al

2
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soundness; providing for enployer contribution
rate decreases to each nenbership cl ass;
providing for the devel opnent of a rate
stabilizati on nmechanism providing for funding
of the 1999 actuarial experience study from
excess assets of the Florida Retirenent System
Trust Fund; providing for assignnent and use of
surpl us; addi ng assistant state attorneys,

assi stant statew de prosecutors, and assi stant
public defenders to the Senior Managenent
Service Cass of the system providing an

appropriation; providing effective dates.
Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsections (3), (24), (29), (36), and (45)
of section 121.021, Florida Statutes, are anended, and
subsections (55), (56), and (57) are added to that section, to
read:

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:

(3) "Systenm neans the general retirenent system
established by this chapter to be known and cited as the
"Florida Retirenment System ™ including, but not limted to,

the defined benefit retirenent program and the defined

contribution retirenent programknown as the Public Enpl oyee

Optional Retirement Program

(24) "Average final conpensation" neans the average of
the 3 5 highest fiscal years of conpensation for creditable
service prior to retirenent, term nation, or death. For

3
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in-line-of-duty disability benefits, if less than 3 5 years of
credi tabl e service have been conpleted, the term "average
final conpensation" neans the average annual conpensation of
the total nunber of years of creditable service. Each year
used in the cal culation of average final conpensation shal
commence on July 1.

(a) The average final conpensation shall include:

1. Accunul ated annual | eave paynents, not to exceed
500 hours; and

2. Al paynents defined as conpensation in subsection
(22).

(b) The average final conpensation shall not i nclude:

1. Conpensation paid to professional persons for
special or particular services;

2. Paynents for accunul ated sick | eave made due to
retirenent or termnation;

3. Paynents for accunul ated annual |eave in excess of
500 hours;

4. Bonuses as defined in subsection (47);

5. Third party paynents nmade on and after July 1,
1990; or

6. Fringe benefits (for exanple, autonobile all owances
or housing al |l owances).

(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 st at uses:

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

1. Conpletes 5 36 or nore years of creditable service
and attains age 62; or

2. Completes 30 years of creditable service,
regardl ess of age, which may include a maxi mum of 4 years of

4
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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 5 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 Class, regardl ess of age; or

3. Completes 25 years of creditable service and
attai ns 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 Cd ass.

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

1. Conpletes 5 # 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 Elected Oficers' Cass nenber, the nenber

1. Conpletes 5 8 years of creditable service in the
El ected Oficers' 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

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

5
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(36) "System Trust Fund" nmeans the trust fund
established in the State Treasury by this chapter for the

pur pose of holding and investing the contributions paid by
nmenbers and enpl oyers and paying the benefits to which nenbers
or their beneficiaries may becone entitled. Qher trust funds
may be established in the State Treasury to adm nister the
"System Trust Fund." The "System Trust Fund" shall include a
stabilization reserve to hold in reserve a specific portion of

any actuarial surplus to be used for the sol e and excl usive

pur pose of providing for future unfunded liabilities caused by

adverse experience, thereby minimzing the risk of future

i ncreases in contribution rates.

(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 oynment before reaching nornma
or early retirement date. Being vested does not entitle a
nmenber to a disability benefit based on a disability caused by
an injury or disease that occurs after term nation of covered
enpl oynent .

(b) Effective July 1, 2000, a 5-year vesting

requi renment shall be inplenmented for the Florida Retirenent

System Pursuant thereto:

1. Any nenber enployed in a regularly established

position on July 1, 2000, who conpletes or has conpleted a

total of 5 years of creditable service will be considered

vested as described in paragraph (a).

2. Any nenber not enployed in a regularly established

position on July 1, 2000, will be deened vested upon

conpl etion of 5 years of creditable service, provided that
6
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such nenber is enployed in a covered position for at least 1

work year after July 1, 2000. However, no nenber shall be

required to conplete nore years of creditable service than

woul d have been required for that nenber to vest under

retirenent laws in effect before July 1, 2000.

(55) "Actuarial surplus" nmeans, for any actuari al

val uation date, the excess of the actuarial value of assets of

the Florida Retirenent System Trust Fund over the actuari al

(past service) liabilities of the Florida Retirenent System

(56) "Stabilization surplus" nmeans that portion of the

actuarial surplus assigned to the stabilization reserve.

(57) "Available surplus" nmeans that portion of the

actuarial surplus that is not assigned to the stabilization

reserve.
Section 2. Section 121.36, Florida Statutes, is
created to read
121.36 Public Enpl oyee Optional Retirenent Program --
(1) The Trustees of the State Board of Adninistration
shal | establish an optional defined contribution retirenent

program for nenbers of the Florida Retirenent System under

which retirement benefits will be provided for eligible

enpl oyees who elect to participate in the program The

benefits to be provided for or on behalf of participants in

such optional retirenent program shall be provided through

enpl oyee-directed investnents, in accordance with s. 401(a) of

the I nternal Revenue Code and its related regul ati ons. The

enpl oyers shall contribute, as provided in this section and s.

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

private-sector conpany that is selected and approved by the
7
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state board to offer one or nore investnent products or

services to the Public Enpl oyee Optional Retirenent Program

Pri vat e-sect or conpani es include nonprofit investnent

nmanagenent conpani es, insurance conpani es, depositori es,

financial services, and nutual fund conpani es.

(b) "De mininms account" refers to an account

containing total vested account contributions and accunul at ed

ear ni ngs under the Public Enpl oyee Optional Retirenent Program
of not nore than $5, 000.
(c) "Departnent" neans the Departnent of Managenent

Servi ces.
(d) "Division" neans the Division of Retirenent within

t he Departnment of Managenent Services.

(e) "Education-rel ated enpl oyer" neans any district

school board that participates in the Florida Retirenent

System for the benefit of certain enpl oyees or a charter

school or charter technical career center that participates in
the Florida Retirenent Systemas provided in s. 121.051(2)(d).
(f) "Eligible enployee" neans an officer or enpl oyee,
as defined in s. 121.021(11), who:
1. Is a nenber of, or is eligible for nenbership in,

the Florida Retirenment System

2. Participates in, or is eligible to participate in,

t he Seni or Managenent Service Optional Annuity Program as
establ i shed under s. 121.055(6); or
3. Is eligible to participate in, but does not

participate in, the State University System Opti ona

Retirenment Program established under s. 121.35 or the State

Community Coll ege System Optional Retirement Program
establ i shed under s. 121.051(2)(c).

8
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The term does not include any renewed nenber of the Florida

Retirenent System any nenber participating in the Deferred
Retirenment Option Program established under s. 121.091(13), or
any enpl oyee participating in an optional retirenent program
establi shed under s. 121.35 or s. 121.051(2)(c).

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

121.021(10), of an eligible enpl oyee.

(h) "Local enployer" nmeans any county agency, branch

departnent, or board, or special district of the state, or any

nmunicipality of the state, which participates in the Florida

Retirenment Systemfor the benefit of certain enpl oyees.

(i) "Participant" neans an eligible enpl oyee who

el ects to participate in the Public Enpl oyee Optional

Retirenment Program and enrolls in such optional program as

provided in subsection (4).

(j) "Public Enpl oyee Optional Retirenent Program"

"optional program" or "optional retirenent program neans the

alternative defined contribution retirenent program

establ i shed under this section

(k) "State board" or "board" neans the State Board of

Adnmi ni stration.

(1) "State enpl oyer" nmeans any agency, branch

departnent, institution, community college, university,

institution of higher education, water nanagenent district, or

board of the state which participates in the Florida

Retirenment Systemfor the benefit of certain enpl oyees.

(m "Third party administrator" neans a private-sector

conpany that is selected and approved by the state board to

performthe recordkeepi ng, partici pant-account managenent, and

payroll facilitation for the Public Enpl oyee Optional

Retirenent Program

9
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(n) "Vested" or "vesting" neans the guarantee that a

participant is eligible to receive a full retirenent benefit

upon conpletion of the required years of service under the

Publ i c Enpl oyee Optional Retirenent Program
(3) ELIGBILITY; RETIREMENT SERVICE CREDIT. - -
(a) Participation in the Public Enpl oyee Optional

Retirenent Programis linmited to eligible enployees.

Participation in the optional retirenent programis in lieu of

participation in the defined benefit programof the Florida

Retirenent System A participant shall receive contributions

into the participant's account based on the participant's

cl ass of nmenbership.

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

defined benefit retirenent programof the Florida Retirenent

Systemat the tine of his or her election to participate in

the Public Enpl oyee Optional Retirenment Program shall retain

all retirenent service credit earned under the defined benefit

retirenent programof the Florida Retirenent System at the

rate earned. However, election to participate in the Public

Enpl oyee Optional Retirenment Programterninates the active

nenbership of the enpl oyee in the defined benefit program of

the Florida Retirenment System and the service of a

participant in the Public Enployee Optional Retirenent Program

shall not be creditable under the defined benefit retirenent

program of the Florida Retirenent System for purposes of

benefit accrual but shall be credited for purposes of vesting.

(c)1. Notwithstandi ng paragraph (b), each eligible

enpl oyee who elects to participate in the Public Enpl oyee

Optional Retirement Program and establishes one or nore

i ndi vi dual participant accounts under the optional program nay

elect to transfer to the optional programa sumrepresenting
10
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the present val ue of the enpl oyee's accrued service benefit

under the defined benefit retirenent programof the Florida

Retirenment System Upon such transfer, all service credit

previ ously earned under the defined benefit program of the

Florida Retirement Systemshall be nullified for purposes of

entitlenent to a future benefit under the defined benefit

program of the Florida Retirenent System A participant is

precluded fromtransferring the accrued service bal ance from

t he defined benefit program upon the expiration of the period

afforded to enroll in the optional program

2. For purposes of this subsection, the present val ue

of the nenber's accrued service benefit obligation is based

upon the nenber's estimted creditable service and esti nated

final average conpensation as of 12 nidnight of the day prior

to the opening of the election window for the enpl oyee. The

actuarial present value of the enpl oyee's accrued service

benefit shall be based on the foll ow ng:

a. The discount rate and other actuarial assunptions

used to value the Florida Retirement System Trust Fund at the

tinme the anount to be transferred is determ ned, consistent

with the factors provided i n sub-subparagraphs b.-d.

b. A 50-percent nale and 50-percent fenale

gender-neutral blend of the nortality tables used to project

retirenent longevity in the nost recent actuarial valuation

report.
c. A benefit conmencenent age, based on the nenber's

estimated creditable service as of 12 midnight on May 31

2002. The benefit conmencenent age shall be the younger of the

follow ng, but shall not be younger than the nenber's age as
of 12 midni ght on May 31, 2002:
(1) Age 62; or

11
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(I'l1) The age the nenber would attain if the nenber

conpl eted 30 years of service with an enpl oyer, assuning the

nenber worked continuously from May 31, 2002, and di sregarding

any vesting requirenent that woul d ot herwi se apply under the

defined benefit programof the Florida Retirenent System

d. For nmenbers of the Special R sk Cass, the benefit

commencenent age shall be the younger of the foll owi ng, but

shal |l not be younger than the nenber's age as of 12 nidni ght
on May 31, 2002:

(1) Age 55; or

(I'l1) The age the nenber would attain if the nenber

conpl eted 25 years of service with an enpl oyer, assuning the

nenber worked continuously from May 31, 2002, and di sregarding

any vesting requirenent that woul d ot herwi se apply under the

defined benefit programof the Florida Retirenent System

e. No reduction shall be taken due to failure to neet

vesting requirenents under the defined benefit program

3. For each participant who el ects to transfer noneys

fromthe defined benefit programto his or her account in the

optional program the division shall reconpute the anount

transferred under subparagraph 2. not |ater than 60 days after

the actual transfer of funds based upon the participant's

actual creditable service and actual final average

conpensation as of the initial date of participation in the

optional program If the reconputed anount differs fromthe

anount transferred under subparagraph 2. by $10 or nore, the

di vi sion shall:

a. Transfer, or cause to be transferred, fromthe

Florida Retirenment System Trust Fund to the participant's

account in the optional programthe excess, if any, of the

reconput ed anount over the previously transferred anount
12
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1| together with interest fromthe initial date of transfer to
2| the date of transfer under this subparagraph, based upon 8

3| percent effective annual interest, conpounded annually.

4 b. Transfer, or cause to be transferred, fromthe

5] participant's account to the Florida Retirenent System Trust
6 | Fund the excess, if any, of the previously transferred anpunt
7 | over the reconputed anount, together with interest fromthe
8| initial date of transfer to the date of transfer under this
9 | subpar agraph, based upon 8 percent effective annual interest,
10 | conpounded annual ly.

11 4., As directed by the participant, the board shal

12 | transfer or cause to be transferred the appropriate amounts to
13 | the designated accounts. The board shall establish transfer
14 | procedures by rule, but the actual transfer shall not be |later
15| than 30 days after the effective date of the nenber's

16 | participation in the optional program begins. Transfers are
17 | not comni ssi onabl e and must be in the formof cash as

18 | determined by the state board.

19 5. If the board or the division receives notification
20| fromthe United States Internal Revenue Service that this

21 | paragraph or any portion of this paragraph will cause the

22 | retirenent system or a portion thereof, to be disqualified
23| for tax purposes under the Internal Revenue Code, then the
24 | portion that will cause the disqualification does not apply.
25| Upon such notice, the state board and the division shal

26 | notify the presiding officers of the Legislature.

27 (4) PARTI Cl PATI ON; ENROLLMENT. - -

28 (a)l. Wth respect to an eligible enpl oyee who is

29 | enployed in a regularly established position on June 1, 2002,
30| by a state enpl oyer:

31

13
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a. Any such enployee nay elect to participate in the

Publ i c Enpl oyee Optional Retirenent Programin |lieu of

retaining his or her nenbership in the defined benefit program

of the Florida Retirenent System The election nust be nade in

witing and nmust be filed with the departnent and the

personnel officer of the enployer within 180 days after June

1, 2002, or, in the case of an active enployee who is on a

| eave of absence on June 1, 2002, within 90 days after the

concl usion of the | eave of absence. Except as ot herw se

provided in paragraph (f), this election is irrevocable. Upon

nmaki ng such el ection, the enployee shall be enrolled as a

partici pant of the Public Enpl oyee Optional Retirenent

Program and the enpl oyee's nenbership in the defined benefit

program of the Florida Retirenent Systemshall ternminate. The

enpl oyee's enrollnment in the Public Enpl oyee Optional

Retirenment Program shall be effective the first day of the

nmonth for which a full nonth's enployer contribution is nade

to the optional program

b. Any such enployee who fails to elect to participate

in the Public Enployee Optional Retirenment Programwithin the

prescribed 180 days is deemed to have elected to retain

nmenbership in the defined benefit programof the Florida

Retirenent System and the enployee's option to elect to

participate in the optional programis forfeited except as

provided in paragraph (f).

2. Wth respect to enpl oyees who becone eligible to

participate in the Public Enployee Optional Retirenent Program

by reason of enploynent in a regularly established position

commenci ng after June 1, 2002:

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

the defined benefit retirenent programof the Florida
14
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Retirenment System at the conmencenent of enpl oynment and nay,

within 180 days after enpl oynent commences, elect to

participate in the Public Enpl oyee Optional Retirenent

Program The enpl oyee's el ection nust be made in witing and

nmust be filed with the personnel officer of the enployer. The

el ection to participate in the optional programis

i rrevocabl e, except as provided in paragraph (f).

b. If the enployee files such election before the

initial payroll is submitted for the enpl oyee, enrollnent in

the Public Enpl oyee Optional Retirenment Program shall be

effective on the first day of enpl oynent.

c. |If the enployee files such election within 180 days

after enploynent commences, but after the initial payroll is

submtted for the enployee, enrollnment in the optional program

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

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

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

in the Public Enployee Optional Retirenment Programwithin the

prescribed 180 days is deemed to have elected to retain

nmenbership in the defined benefit programof the Florida

Retirenent System and the enployee's option to elect to

participate in the optional programis forfeited except as

provided in paragraph (f).

(b)1. Wth respect to an eligible enpl oyee who is

enployed in a regularly established position on Septenber 1

2002, by an education-rel ated enpl oyer:

a. Any such enployee nay elect to participate in the

Publ i c Enpl oyee Optional Retirenment Programin lieu of

retaining his or her nenbership in the defined benefit program

of the Florida Retirenent System The election nust be nade in
15
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witing and nmust be filed with the departnent and the

personnel officer of the enployer within 180 days after

Septenber 1, 2002, or, in the case of an active enpl oyee who

is on a | eave of absence on Septenber 1, 2002, within 180 days

after the conclusion of the | eave of absence. This election is

irrevocabl e, except as provided in paragraph (f). Upon making

such el ection, the enpl oyee shall be enrolled as a partici pant

of the Public Enployee Optional Retirenment Program and the

enpl oyee' s nmenbership in the defined benefit programof the

Florida Retirenment Systemshall term nate. The enpl oyee's

enrollment in the Public Enpl oyee Optional Retirenent Program

shall be effective the first day of the nmonth for which a ful

nonth's enpl oyer contribution is nade to the optional program

b. Any such enployee who fails to elect to participate

in the Public Enployee Optional Retirenment Programwithin the

prescribed 180 days is deenmed to have elected to retain

nenbership in the defined benefit programof the Florida

Retirenent System and the enployee's option to elect to

participate in the optional programis forfeited except as

provided in paragraph (f).

2. Wth respect to enpl oyees who becone eligible to

participate in the Public Enployee Optional Retirenent Program

by reason of enploynent in a regularly established position

with an education-rel ated enpl oyer commenci ng after Septenber
1, 2002:
a. Any such enployee shall, by default, be enrolled in

the defined benefit retirenent programof the Florida

Retirenment System at the conmencenent of enpl oynment and nay,

within 180 days after enpl oynent commences, elect to

participate in the Public Enpl oyee Optional Retirenent

Program The enpl oyee's el ection nust be made in witing and
16
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nmust be filed with the personnel officer of the enployer. The

el ection to participate in the optional programis

i rrevocabl e, except as provided in paragraph (f).

b. If the enployee files such election before the

initial payroll is submitted for the enpl oyee, enrollnent in

the Public Enployee Optional Retirenment Program shall be

effective on the first day of enpl oynent.

c. |If the enployee files such election within 180 days

after enploynent commences, but after the initial payroll is

submtted for the enployee, enrollnent in the optional program

shal|l be effective on the first day of the nonth for which a

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

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

in the Public Enployee Optional Retirenment Programwithin the

prescribed 180 days is deenmed to have elected to retain

nenbership in the defined benefit programof the Florida

Retirenent System and the enployee's option to elect to

participate in the optional programis forfeited except as

provided in paragraph (f).

(c)1. Wth respect to an eligible enpl oyee who is

enployed in a regularly established position on Decenber 1,

2002, by a local enployer:

a. Any such enployee nay elect to participate in the

Publ i c Enpl oyee Optional Retirenment Programin |lieu of

retaining his or her nenbership in the defined benefit program

of the Florida Retirenent System The election nust be nade in

witing and nmust be filed with the departnent and the

personnel officer of the enployer within 180 days after

Decenber 1, 2002, or, in the case of an active enployee who is

on a | eave of absence on Decenber 1, 2002, within 180 days
17
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after the conclusion of the | eave of absence. This election is

i rrevocabl e, except as provided in paragraph (f). Upon making

such el ection, the enpl oyee shall be enrolled as a partici pant

of the Public Enployee Optional Retirenment Program and the

enpl oyee' s nmenbership in the defined benefit program of the

Florida Retirenment Systemshall term nate. The enpl oyee's

enrollment in the Public Enpl oyee Optional Retirenent Program

shall be effective the first day of the nmonth for which a ful

nonth's enpl oyer contribution is nade to the optional program

b. Any such enployee who fails to elect to participate

in the Public Enployee Optional Retirenment Programwithin the

prescribed 180 days is deenmed to have elected to retain

nenbership in the defined benefit programof the Florida

Retirenent System and the enployee's option to elect to

participate in the optional programis forfeited except as

provided in paragraph (f).

2. Wth respect to enpl oyees who becone eligible to

participate in the Public Enployee Optional Retirenent Program

by reason of enploynent in a regularly established position

with a | ocal enployer commencing after Decenber 1, 2002:

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

the defined benefit retirenent programof the Florida

Retirenment System at the conmencenent of enpl oynment and nay,

within 180 days after enpl oynent commences, elect to

participate in the Public Enpl oyee Optional Retirenent

Program The enpl oyee's el ection nmust be made in witing and

nmust be filed with the personnel officer of the enployer. The

el ection to participate in the optional programis

i rrevocabl e, except as provided in paragraph (f).

b. If the enployee files such election before the
initial payroll is submitted for the enpl oyee, enrollnent in
18

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




© 00 N o O W DN P

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O U0~ WNIERPLO O ®~NO®Uu D WNPRER O

Florida Senate - 2000 CS for SB 1352
302-2102F-00

the Public Enpl oyee Optional Retirenent Program shall be

effective on the first day of enpl oynent.

c. |If the enployee files such election within 180 days

after enploynent commences, but after the initial payroll is

submtted for the enployee, enrollnent in the optional program

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

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

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

in the Public Enployee Optional Retirenment Programwithin the

prescribed 180 days is deenmed to have elected to retain

nenbership in the defined benefit programof the Florida

Retirenent System and the enployee's option to elect to

participate in the optional programis forfeited except as

provided in paragraph (f).

(d) Contributions of participants who fail to make

asset allocation shall be deposited into the participant's

account and shall be invested in a diversified default

i nvestnent fund mix as determ ned by the board.

(e) Except as provided in paragraph (f), the el ection

to participate in the Public Enpl oyee Optional Retirenent

Programis irrevocable for as long as the enpl oyee holds a

position eligible for participation in the optional program

and ot herwi se continues to neet the requirenents of this

secti on.
(f) After the period during which an eligible enpl oyee

had the choice to elect the defined benefit programor the

Publ i c Enpl oyee Optional Retirenent Program the enpl oyee

shal | have an annual 30-day open enroll nent opportunity, at

t he enpl oyee's discretion, to choose to nove fromthe defined

benefit programto the Public Enpl oyee Optional Retirenent
19
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Program or fromthe Public Enpl oyee Optional Retirenent

Programto the defined benefit program

1. |If the enpl oyee chooses to nove to the Public

Enpl oyee Optional Retirenent Program the applicable

provisions of this section shall govern the transfer

2. |f the enpl oyee chooses to nove to the defined

benefit program the enployee nust transfer fromhis or her

Publ i c Enpl oyee Optional Retirenent Program account subject to

the provisions of the contract, and from ot her enpl oyee noneys

as necessary, a sumrepresenting all contributions that woul d

have been nade to the defined benefit plan for that enpl oyee

and the actual return that woul d have been earned on those

contributions had they been invested in the defined benefit

program
(5) CONTRI BUTI ONS. - -
(a) Each enpl oyer shall contribute on behalf of each

participant in the Public Enployee Optional Retirenent Program

10 percent of the enpl oyee's nonthly conpensation. The

enpl oyer shall forward to the third-party adnministrator the

required contributions for each participant of the optiona

program and the third-party adninistrator shall forward the

applicable contributions to the division and to the

participant's account, | ess an anount approved by the

Legislature to provide for the adm nistration of the program

(b) Enployers are responsible for notifying

partici pants regardi ng nmaxi nrumcontribution levels pernitted

under the Internal Revenue Code. If a participant contributes

to any other tax-deferred plan, he or she is responsible for

ensuring that total contributions made to the optional program

and to any other such plan do not exceed federally pernitted

maxi muns.
20
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1 (6) VESTI NG REQUI REMENTS. --A participant will be fully
2| or partially vested in the Regular C ass Optional Retirenent

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

4 | provider. Subject thereto:

5 (a) Wth respect to participant contributions, plus

6| interest and earnings thereon, participants are fully and

7| imediately vested

8 (b) Wth respect to enployer contributions nade on

9| behal f of the participant, plus interest and earni ngs thereon
10| credit toward vesting under the optional programshall be

11| gradual |y earned, as foll ows:

12 1. A participant who conpletes 2 years of service

13 | under the optional program shall be considered to be

14 | 20-percent vested and is entitled to receive an

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

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

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

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

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

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

28 4. A nenber who conpletes 5 years of service under the
29 | optional programshall be considered to be 80-percent vested
30| and is entitled to receive an enpl oyer-funded benefit based on
31

21
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80 percent of the enployer contributions nade to the

participant's account, plus interest and earnings thereon

5. Any nenber who conpletes 6 years of service under

the optional programshall be considered to be 100-percent

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

enpl oyer-funded benefit based on 100 percent of the enpl oyer

contributions nade to the participant's account, plus interest

and ear ni ngs thereon.
(7) BENEFITS. --Under the Public Enpl oyee Optional
Retirenent Program

(a) Benefits shall be provided in accordance with s.
401(a) of the Internal Revenue Code.
(b) Benefits shall accrue in individual accounts or

contracts with desi gnated approved providers which are

participant-directed, freely transferrable to a provider

subject to the provisions of the contract, and funded by

enpl oyer and partici pant contributions and earnings thereon

(c) Benefits shall be payable in accordance with the

following terns and conditions:

1. To the extent vested, benefits shall be payable

only to a participant, or to his or her beneficiaries as

desi gnhated by the partici pant.

2. Benefits shall be paid by the board or designated

approved providers in accordance with the law, the contracts,

and board rul es.

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

the participant nust be termnated fromall enploynent with

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, the

partici pant nust submit either an electronic or witten
22
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application to the third-party adnmnistrator indicating his or

her preferred distribution date and sel ecting an authorized

net hod of distribution as provided in paragraph (d). The

partici pant may defer recei pt of enpl oyer-funded benefits

until he or she chooses to nake such application, subject to

federal requirenents.

4. |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,

shall 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 shall be

avail able for survivors of participants under the Public

Enpl oyee Optional Retirenent Program except for such

benefits, or coverage for such benefits, as are separately

afforded by the enployer, in the enployer's discretion

(d) Upon recei pt by the departnent 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. A lunp-sumdistribution to the partici pant;

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

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

3. A lunmp-sumdirect rollover distribution whereby al

accrued benefits, plus interest and investnment earnings, are

paid fromthe participant's account directly to the custodian

of an eligible retirenent plan, as defined in s. 402(c)(8)(B)

of the Internal Revenue Code, on behalf of the participant;

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

accrued benefit is paid to the deceased participant's
23
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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 remaining 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; or

5. Periodic distributions or installnents, as

aut hori zed by the state board.

(e) Survivor benefits shall be payabl e as:

1. A lunp-sumdistribution payable to the

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

2. 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

3. A partial |unp-sum paynent whereby a portion of the

accrued benefit is paid to the deceased participant's

survi vi ng spouse or other designated beneficiaries, |ess

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

and the remamining 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.

24

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




© 00 N o O W DN P

W W NNNNMNNNNMNNNNRRRRRRRPR B R
P O © 0 ~N O U0 BN WNIEREPRO O ®ONO®D O M WN R O

Florida Senate - 2000 CS for SB 1352
302-210

i
2102F- 00

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

Publ i c Enpl oyee Optional Retirenent Program and any

contributions accunul ated 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, inconme deduction orders as provided in

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

shal|l be administered by the state board, the departnent, and

af fected enpl oyers. The board shall adopt rul es establishing

the role and responsibilities of affected state, |oca

governnment, and education-rel ated enpl oyers, the state board,

the departnent, and third-party contractors in adninistering

the Public Enpl oyee Optional Retirenment Program The

departnent shall adopt rules necessary to i nplenent the

optional programin coordination with the defined benefit

retirement program

(b)1. The state board shall select and contract with

one third-party adninistrator to provide adninistrative

servi ces and educational services. Wth the approval of the

state board, the third-party admini strator nay subcontract

with other organizations to provide conponents of the

adm ni strative services and educati onal services. As a cost of

admi ni stration, the board may conpensate any such contractor

for its services, in accordance with the terns of the

contract, as is deened necessary or proper by the board.

25
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1 2. Adnministrative services include, but are not

2| limted to, services relating to consolidated billing;

3] individual and collective recordkeepi ng and accounting; asset
4 | purchase, control, and saf ekeeping; and direct disbursenment of
5] funds to and fromthe third-party adnmi nistrator, the division
6 | the board, enployers, participants, approved providers, and

7 | beneficiaries.

8 3. Educational services may be designed to assi st

9 | enpl oyers, eligible enpl oyees, participants, and beneficiaries
10 ) in order to maintain conpliance with United States Departnent
11 | of Labor regul ations under s. 404(c) of the Enpl oyee

12 | Retirenent I ncone Security Act of 1974 and to assi st enpl oyees
13| in their choice of defined benefit or defined contribution

14 | retirenent alternatives. Educational services include, but are
15| not linmted to, dissenm nating educational materials; providing
16 | retirenent pl anni ng education; explaining the differences

17 | between the defined benefit retirenent plan and the defined

18 | contribution retirenment plan; and offering financial planning
19 | guidance on matters such as investnent diversification,
20 | investnent risks, investnent costs, and asset allocation. Such
21 | materials and services nmay not include investnent advice or
22 | recommendations with respect to particular providers or
23 | products. An approved provider may not performthis function
24 | but may provide information concerning its products and
25 | services. An approved provider, however, nay al so provide
26 | educational information, including, but not limted to,
27 | retirenent planning and i nvestnent allocation infornmation
28 | concerning its products and services.
29 (c)1. In evaluating and selecting a third-party
30| adnministrator, the board shall establish criteria under which
31| it shall consider the relative capabilities and qualifications

26
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of each proposed administrator. In devel oping such criteria,

t he board shall consi der

a. The adnministrator's denonstrated experience in

providing adninistrative services to public-sector or

private-sector retirenent systens.

b. The adninistrator's denonstrated experience in

providing daily valued recordkeeping to defined contribution

pl ans.
c. The admnistrator's ability and willingness to

coordinate its activities with the Florida Retirenent System

enpl oyers, the board, and the division, and to supply to such

enpl oyers, the board, and the division the infornmation and

data they require, including, but not limted to, nonthly

nmanagenent reports, quarterly participant reports, and ad hoc

reports requested by the departnent or trustees.

d. The cost-effectiveness and | evels of the

admi ni strative services provided.

e. The admnistrator's ability to interact with the

partici pants, the enpl oyers, the board, the division, and the

providers; the neans by which participants nmay access account

information, direct investnment of contributions, make changes

to their accounts, transfer nobneys between avail abl e

i nvest nent vehicles, and transfer noneys between investnent

products; its capacity to provide paperless options; and any

fees that apply to such activities.

f. Denonstrated experience in providing sinmlar type

services to either public or private clients having a

substantially equal nunber of participants as, and of sinilar

size to, the Florida Retirenent System

27
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g. Denpnstrated experience in providing educationa

services to public-sector or private-sector retirenent systens

of simlar size.

h. Ability and willingness to coordinate its

activities with the Florida Retirenent System enpl oyers, the

board, and the division, and to supply to such enpl oyers, the

board, and the division the infornmation and data they require,

including, but not limted to, reports on educationa

cont act s.
i. The cost-effectiveness and | evels of the

educati onal services provided.

j. Ability to provide educational services via

different nedia, including, but not linmted to, the Internet,

personal contact, sem nars, brochures, and newsletters.

k. Any other factor deened necessary by the Trustees

of the State Board of Admni nistration

I. The recommendati ons of the Public Enpl oyee Optional

Retirenment Program Advisory Conmittee established in

subsection (12).

2. The establishnment of the criteria shall be solely

within the discretion of the board.

(d) The board shall develop the formand content of

all contracts to be offered under the Public Enpl oyee Optional

Retirenent Program |n developing its reconmendations, the

board nust consi der:

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

be afforded participants in relation to the required

contributions under the program

2. The suitability of the rights and benefits to be

afforded participants to the needs of the participants and the

28
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interests of enployers in the recruitnent and retention of

el i gi bl e enpl oyees.

(e)1. The board may contract with any consultant for

prof essi onal services, including |l egal, consulting,

accounting, and actuarial services, deened necessary to

i npl erent and adm ni ster the optional program by the Trustees

of the State Board of Adninistration. The board may enter into

a contract with one or nore vendors to provide | ow cost

i nvestnent advice to participants. Al fees under any such

contract shall be paid by those partici pants who choose to use

t he services of the vendor

2. The departnent may contract with consultants for

prof essi onal services, including |l egal, consulting,

accounting, and actuarial services, deened necessary to

i npl erent and admi ni ster the optional programin coordination

with the defined benefit program of the Florida Retirenent

System The departnent may enter into a contract with the

third-party adnministrator in order to coordi nate services

common to the various prograns within the Florida Retirenent

System provided, however, that no such contract shall provide

for adm nistrative charges.

(f) The board shall resolve any conflict between the

third-party administrator and an approved provi der when such

conflict threatens the inplenentation or adninistration of the

programor the quality of services to enpl oyees.

(9) I NVESTMENT OPTI ONS OR PRODUCTS; PERFORVANCE
REVI EW - -

(a) The board shall devel op policy and procedures for

sel ecting, evaluating, and nonitoring the perfornmance of

i nvestnent products to which enpl oyees may direct retirenent

contributions under the program based upon the hi ghest
29
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i ndustry standard. In accordance with such policy and

procedures, the board may select five or nore providers who

offer multiple investnment products and services that afford

val ue to the participants otherw se not avail abl e through

i ndi vi dual investnent products.

(b) The board shall consider investnent options or

products it considers appropriate to give participants the

opportunity to accunulate retirenent benefits, subject to the

fol | owi ng:
1. The Public Enpl oyee Optional Retirenent Program

nmust offer a diversified mx of |owcost investnent products

that span the risk-return spectrum

2. lnvestnent options or products offered by the group

of approved providers nay include nmutual funds, group annuity

contracts, individual retirenent annuities, interests in

trusts, collective trusts, separate accounts, and other such

financial instrunents.

(c) In evaluating and sel ecting approved provi ders and

products, the board shall establish criteria under which it

shal |l consider the relative capabilities and qualifications of

each proposed provider conpany and product. |In devel opi ng such

criteria, the board shall consider

1. Experience in the United States providing

retirenent products and related financial services under

defined contribution retirenent plans.

2. Financial strength and stability, which shall be

evi denced by the highest ratings assigned by nationally

recogni zed rating services when conparing proposed providers

that are so rated

3. Intrastate and interstate portability of the

product offered, including early wthdrawal options.
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1 4, Conpliance with the Internal Revenue Code.

2 5. The cost-effectiveness of the product provided and
3| the levels of service supporting the product relative to its

4| benefits and its characteristics, including, wthout
5|limtation, the level of risk borne by the provider

6 6. The provider conpany's ability and willingness to

7| coordinate its activities with Florida Retirenent System

8 | enpl oyers, the departnent, and the board, and to supply to

9 | such enpl oyers, the departnent, and the board the infornmation
10| and data they require.

11 7. The nethods available to participants to interact
12 | with the provider conpany; the neans by which participants may
13 | access account infornation, direct investnent of

14 | contributions, nmake changes to their accounts, transfer npneys
15 | between avail abl e i nvestnent vehicles, and transfer npneys

16 | bet ween provi der conpani es; and any fees that apply to such

17 | activities.

18 8. The provider conpany's policies with respect to the
19 | transfer of individual account bal ances, contri butions, and
20 | earnings thereon, both internally anpng i nvestnent products
21| offered by the provider conpany and external ly between
22 | approved providers, as well as any fees, charges, reductions,
23| or penalties that nay be appli ed.
24 9. An evaluation of specific investnent products,
25| taking into account each product's track record in neeting its
26 | i nvestnment return objectives net of all related fees,
27 | expenses, and charges, including, but not linmted to,
28 | i nvest nent managenent fees, |oads, distribution and nmarketing
29 | fees, custody fees, recordkeeping fees, education fees,
30 | annuity expenses, and consulting fees.
31
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1 10. Organi zational factors, including, but not linted
2| to, financial solvency, organi zational depth, and experience
3]in providing institutional investnent services.

4 (d) As a condition of offering any investnent option

5] or product in the optional retirenment program the approved

6 | provider nust agree to nake the investnent product or service
7 | avai l abl e under the nost beneficial ternms offered to any other
8| simlar custoner, subject to approval by the Trustees of the
9| State Board of Adninistration.

10 (e) The board shall periodically review the

11 | perfornmance of each approved provider and product and rel ated
12 | organi zational factors to ensure continued conpliance with

13 | established selection criteria and with board policy and

14 | procedures. Providers and products nmay be term nated subject
15| to contract provisions. The board shall adopt procedures to
16 | transfer account bal ances fromterninated products or

17 | providers to other products or providers in the optiona

18 | pr ogram

19 (10) EDUCATI ON COVPONENT. - -
20 (a) The board shall provide for an educati on conponent
21| for systemnmenbers in a manner consistent with the provisions
22 | of this section. The educati on conponent nust be available to
23| eligible enpl oyees at | east 90 days prior to the begi nning
24 | date of the election period for the enpl oyees of the
25 | respective types of enployers.
26 (b) The education conponent nust provide system
27 | nenbers with inpartial and bal anced i nfornati on about plan
28 | choi ces. The educati on conponent nust involve nultinedia
29 | formats. Program conpari sons nust, to the greatest extent
30 | possi bl e, be based upon real rates of return on investnents
31| available in each retirenent plan. The board shall nonitor the
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perfornance of the contract to ensure that the programis

conducted in accordance with the contract, applicable |aw, and

the rules of the board.

(c) The board shall provide for an initial and ongoing

transfer education conponent to provide system nenbers with

i nformati on necessary to nake i nforned plan choi ce deci si ons.

The transfer education conponent nust include, but is not

l[imted to, informati on on

1. The anount of npney available to a nenber to

transfer to the defined contribution program

2. The features of and differences between the defined

benefit program and the defined contribution program both

generally and specifically, as those differences may affect
t he nenber.
3. The expected benefit available if the menber were

to retire under each of the retirenent prograns, based on

appropriate alternative sets of assunptions.

4. The aggregate rate of return frominvestnents in

the defined contribution programand the period of tine over

whi ch the aggregate rate of return nmust be achi eved to equa

or exceed the expected nonthly benefit payable to the nenber

under the defined benefit program

5. The historical rates of return for the i nvestnent

alternatives available in the defined contribution prograns

(30-year, 20-year, 15-year, 10-year, 8-year, 5-year, and

1-year data).

6. The benefits and historical rates of return on

i nvestnents available in deferred conpensation plans or a plan
under s. 403(b) of the Internal Revenue Code for which the
enpl oyee may be eligible.
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1 7. The program choices avail abl e to enpl oyees of the
2| State University System and the conparative benefits of each
3 | avai l abl e program

4 8. Payout options available in each of the retirenent
51 prograns.

6 (d) An ongoi ng educati on and comuni cati on conponent

7 | must provide nenbers of either programwith i nformation

8 | necessary to nmke inforned deci si ons about choices within

9| their program of nenbership and in preparation for retirenent.
10 | The conponent nust include, but is not limted to, infornmation
11 | concerni ng:

12 1. Rights and conditions of nenbership.

13 2. Benefit features within the program options, and
14 | effects of certain decisions.

15 3. Coordination of contributions and benefits with a
16 | deferred conpensation plan under s. 457 or a plan under s.

17 | 403(b) of the Internal Revenue Code.

18 4, Significant program changes.

19 5. Contribution rates and program fundi ng stat us.

20 6. Planning for retirenent.

21 (e) The board shall also establish a conmunication

22 | conponent to provide programinformation to participating

23 | enpl oyers and the enpl oyers' personnel and payroll officers
24 | and to explain their respective responsibilities in

25| conjunction with the retirenent prograns.

26 (11) PARTI Cl PANT | NFORVATI ON REQUI REMENTS. - - The board
27 | shall ensure that each participant is provided a quarterly
28 | statenent that accounts for the contributions nade by and on
29 | behalf of such participants; the interest and investnent

30 | earnings thereon; and any fees, penalties, or other deductions
31| that apply thereto. At a nmininmum such statenents nust:
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(a) Indicate the participant's investnent options.

(b) State the nmarket value of the account at the close

of the current quarter and previ ous quarter

(c) Show account gains and | osses for the period and

changes in account accunulation unit values for the period.

(d) Itenize account contributions for the quarter

(e) Indicate any account changes due to adjustnment of

contribution levels, reallocation of contributions, bal ance

transfers, or wthdrawals.

(f) Set forth any fees, charges, penalties, and

deductions that apply to the account.

(g) Indicate the anount of the account in which the

participant is fully vested.

The third-party adninistrator shall provide quarterly and

annual summary reports to the board and any ot her reports

requested by the departnent or the board. In any solicitation

or offer of coverage under an optional retirenent program a

provi der conpany shall be governed by the contract readability
provisions of s. 627.4145, notwithstanding s. 627.4145(6)(c).
In addition, all descriptive materials nust be prepared under

the assunption that the participant is an unsophisticated

i nvestor. Provider conpanies nust maintain an internal system

of quality assurance, have proven functional systens that are

date-cal cul ati on conpliant, and be subject to a due-diligence

inquiry that proves their capacity and fitness to undertake

service responsibilities.

(12) ADVI SORY COW TTEES TO PROVI DE ADVI CE AND
ASSI STANCE. - - The | nvestnent Advi sory Council and the Public
Enpl oyee Optional Retirenent Program Advi sory Conmittee shal

35
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assist the board in inplenenting and adnini stering the Public

Enpl oyee Optional Retirenent Program

(a) The Investnent Advisory Council, created pursuant

to s. 215.444, shall review the board's initial

reconmendations regarding the criteria to be used in selecting

and eval uating approved providers and investnment products. The

council shall make comments and reconmmendati ons to the board

within 45 days after receiving the initial recommendati ons.

The board shall nmake the final deternination as to whether any

i nvestnent provider or product, any contractor, or any and al

contract provisions shall be approved for the program

(b)1. The Public Enpl oyee Optional Retirenent Program

Advi sory Conmittee shall be conposed of seven nenbers. The

President of the Senate shall appoint two nenbers, the Speaker

of the House of Representatives shall appoint two nenbers, the

Governor shall appoint one nenber, the Treasurer shall appoint

one nenber, and the Conptroller shall appoint one nenber. The

nenbers of the advisory committee shall elect a nenber as

chair. The appointnents shall be nade by Septenber 1, 2000,

and the conmttee shall neet to organi ze by Cctober 1, 2000.

2. The advisory committee shall nmke recommendati ons

on the critical factors to be considered in the selection

process for the third-party administrator and rel ated

subcontractors and the design and i npl enentation of the

educati on conponent of the program The committee's

reconmendati ons on selection criteria for the third-party

adni ni strator must be forwarded to the Trustees of the State
Board of Administration by January 1, 2001. The
reconmrendati ons on the design and i npl enentation of the

educati on conponent nust be forwarded to the trustees by My
1, 2001.

36

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




r ga Senate - 2000 CS for SB 1352

Flori
302-2102F-00

1 3. The advisory committee's recommendati ons and

2| activities shall be guided by the best interests of the

3 | enpl oyees, considering the interests of enployers, and the

4] intent of the Legislature in establishing the Public Enpl oyee
5] Optional Retirenent Program

6 4. The staff of the state board and the depart nent

7 | shall assist the advisory committ ee.

8 (13) FEDERAL REQUI REMENTS. - -

9 (a) Provisions of this section shall be construed, and
10| the Public Enpl oyee Optional Retirenment Program shall be

11| adninistered, so as to conply with the Internal Revenue Code,
121 26 U.S.C., and specifically with plan qualification

13 | requi renents i nposed on governnental plans under s. 401(a) of
14 | the Internal Revenue Code.

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

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

19 | Code.
20 (c) Contributions payable under this section for any
21 | limtation year nay not exceed the naxi num anount all owabl e
22| for qualified defined contribution pension plans under
23 | applicable provisions of the Internal Revenue Code. |f an
24 | enpl oyee who has elected to participate in the Public Enpl oyee
25| Optional Retirenent Program participates in any other plan
26 | that is nmmintained by the participating enpl oyer, benefits
27 | that accrue under the Public Enpl oyee Optional Retirenent
28 | Program shall be considered prinmary for any aggregate
29 | linmtation applicable under s. 415 of the Internal Revenue
30 | Code.
31 (14) 1 NVESTMENT POLI CY STATEMENT. - -
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(a) Investnent products and approved providers

sel ected for the Public Enpl oyee Optional Retirenent Program

shall be in confornmance with the Public Enpl oyee Opti onal

Retirenment Program | nvestnent Policy Statenent, herein

referred to as the "statenent," as devel oped and approved by

the Trustees of the State Board of Adm nistration and

submitted to the departnent. The statenment nust include, anpng

other itens, the investnent objectives of the Public Enpl oyee

Optional Retirement Program nmnager sel ection and nonitoring

gui del i nes, and perfornance neasurenent criteria. As required

fromtine to tine, the executive director of the state board

may present recomended changes in the statenent to the board

for approval .

(b) Prior to presenting the statenent, or any

reconmended changes thereto, to the state board, the executive

director of the board shall present such statenent or changes

to the I nvestnent Advisory Council for review The counci

shal|l 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 .

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

(a) Investnent of optional defined contribution

retirenent plan assets shall be nmade for the sole interest and

excl usi ve purpose of providing benefits to plan participants

and beneficiaries and defrayi ng reasonabl e expenses of

adm ni stering the plan. The program s assets are to be

i nvested, on behalf of the program participants, with the

care, skill, and diligence that a prudent person acting in a

| i ke manner woul d undertake. The performance of the investnent

duties set forth in this paragraph shall conply with the
38
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1| fiduciary standards set forth in the Enpl oyee Retirenent

2] Incone Security Act of 1974 at 29 U . S.C. s. 1104(a) (1) (A -(0O
3] In case of conflict with other provisions of |aw authori zing
4] investnents, the investnent and fiduciary standards set forth
5]in this subsection shall prevail.

6 (b) |If a participant or beneficiary of the Regul ar

7| dass Optional Retirenent Program exercises control over the
8 | assets in his or her account, as deternmi ned by reference to

9] regulations of the United States Departnment of Labor under s.
10| 404(c) of the Enpl oyee Retirenent |Incone Security Act of 1974
11 ) and all applicable | aws governing the operation of the

12 | program no programfiduciary shall be liable for any loss to
13| a participant's or beneficiary's account which results from
14 | such participant's or beneficiary's exercise of control

15 (16) DI SABILITY BENEFI TS. - - For any nenber of the

16 | optional retirenment program who becones totally and

17 | permanently disabled, as defined in s. 121.091(4)(b), the

18 | nenber shall be entitled to receive those noneys that have

19 | accrued in his or her participant account. It is the intent of
20| the Legislature to provide participants of the Public Enpl oyee
21| Optional Retirenment Programdisability benefits conparable to
22 | the benefits afforded defined benefit program partici pants.
23| The departnent is directed to study the potential options of
24 | such coverage and the fiscal inpacts on the enpl oyees and
25 | enpl oyers, and to nake recommendations to the Legislature by
26 | January 1, 2001
27 (17) SOCI AL SECURI TY COVERAGE. - -
28 (a) Social Security coverage shall be provided for al
29 | officers and enpl oyees who becone participants of the optiona
30| program Any nodification of the present agreenent with the
31| Social Security Administration, or referendumrequired under
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1| the Social Security Act, for the purpose of providing Social

2| Security coverage for any nenber shall be requested by the

3| state agency in conpliance with the applicabl e provisions of

4| the Social Security Act governing such coverage. However,

5] retroactive Social Security coverage for service prior to

6 | Decenber 1, 1970, with the enpl oyer shall not be provided for

7 | any nenber who was not covered under the agreenent as of

8 | Novenber 30, 1970.

9 (b) Al officers and enpl oyees who are partici pants of
10| the optional programshall be eligible to receive the retiree
11 | health insurance subsidy, subject to the provisions of s.
12| 112. 363.

13 Section 3. Section 121.571, Florida Statutes, is

14 | created to read:

15 121.571 Contributions.--Contributions to the Public

16 | Enpl oyee Optional Retirement Program shall be nade as foll ows:
17 (1) CONTRI BUTI ON RATES GENERALLY. --The contri buti ons

18 | established in this section shall be paid by each partici pant
19| or the participant's enployer to the third-party admi nistrator
20 | based on the class nenbership of the participant. The

21 | contributions are stated as a percentage of each participant's
22 | gross conpensation for the cal endar nonth. A change in a

23| contribution rate is effective the first day of the nonth for
24 | which a full nmonth's enployer contribution is nade on or after
25| the begi nning date of the change. Contribution rates may be

26 | nodi fied by general |aw

27 (2) CONTRI BUTI ONS TO PARTI Cl PANTS' ACCOUNTS. - - Enpl oyer
28 | and participant contributions to partici pant accounts shall be
29 | accounted for separately. Interest and investnent earnings on
30 | enpl oyer contributions shall accrue on a tax-deferred basis

31| until proceeds are distributed. Pursuant thereto, al
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1| contributions nade by or on behalf of a participant pursuant
2| to this subsection shall be transferred by the enployer to the
3| third-party administrator for deposit in the participant's

4 | account, |less an anount approved by the Legislature to fund
5] the administration of the optional retirement program

6 (3) CONTRIBUTIONS TO DI SABI LI TY ACCOUNT. - -

7 (a) Al contributions nmade on behalf of a participant
8 | pursuant to this subsection shall be transferred by the

9| enployer to the third-party adninistrator for deposit in the
10 | Public Enpl oyee Disability Trust Fund admini stered by the

11| Division of Retirenment. Such contributions, |ess any fees or
12 | charges authorized by the Legislature to offset the costs of
13| adninistering the disability conponent of the optiona

14 | retirenent program shall be used to provide disability

15| coverage for participants in the optional retirenent program
16 (b) Disability contributions for Regul ar C ass nenbers
17 | of the optional retirement plan are as foll ows:

18 Dat es of Contribution Enpl oyers

19 Rat e Changes
20 Effective July 1, 2002: 0. 50%
21 (c) Disability contribution for Special Risk O ass
22 | nenbers of the optional retirenent plan are as foll ows:
23 Dat es of Contribution Enpl oyers
24 Rat e Changes
25 Effective July 1, 2002: 1. 38%
26 (d) Disability contribution for Special Risk
27 | Admini strative Support C ass nenbers of the optiona
28 | retirenent plan are as foll ows:
29 Dat es of Contribution Enpl oyers
30 Rat e Changes
31 Effective July 1, 2002: 0. 84%
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(e) Disability contribution for Elected Oficers

Cl ass nenbers of the optional retirement plan are as foll ows:

Dat es of Contribution Enpl oyers
Rat e Changes
Effective July 1, 2002:

Legi sl ators 0.72%
Governor, Lt. Governor,

Cabi net O ficers 0.72%
State Attorneys, Public

Def ender s 0.72%
Justi ces, Judges 1. 56%

County El ected Oficers 0. 95%
(f) Disability contribution for Seni or Managenent

Service Cass nenbers of the optional retirenent plan are as

foll ows:
Dat es of Contribution Enpl oyers
Rat e Changes
Effective July 1, 2002: 0.59%
(4) CONTRI BUTI ONS FOR SOCI AL SECURI TY COVERAGE AND FOR
RETI REE HEALTH | NSURANCE SUBSI DY. -- Contri buti ons required
under this section shall be in addition to enpl oyer and nenber

contributions required for Social Security and the Retiree

Heal th | nsurance Subsidy Trust Fund as provided in s. 121.071.
(5) FEES AND OTHER CHARCES. - - The board or the
third-party adnministrator nmay deduct reasonabl e fees and nay

apply appropriate charges to partici pant accounts, but only as

expressly covered by the terns of the approved contract for

the third-party adnministrator or as authorized by the

Legi sl at ure.

Section 4. The Legislature finds that a proper and

legitinmate state purpose is served when enpl oyees and retirees
42
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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

actuarially sound nanner, as required by section 14, Article X

of the State Constitution and part VII of chapter 112, Florida

Statutes. Therefore, the Legislature deternines and decl ares

that this act fulfills an inportant state interest.

Section 5. Paragraphs (b) and (h) of subsection (1),
par agraph (b) of subsection (4), and paragraph (e) of
subsection (6) of section 121.055, Florida Statutes, are
amended to read:

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 "Senior
Managenent Service Class," which shall becone effective
February 1, 1987.

(1)

(b)1. Except as provided in subparagraph 2., effective
January 1, 1990, participation in the Senior Managenent
Service Cass shall be conpul sory for the president of each
community coll ege, the nmanager of each participating city or
county, and all appointed district school superintendents.

Ef fective January 1, 1994, additional positions nay be
designated for inclusion in the Seni or Managenent Service
Class of the Florida Retirenent System provided that:

a. Positions to be included in the class shall be
desi gnated by the |ocal agency enployer. Notice of intent to
desi gnate positions for inclusion in the class shall be
publ i shed once a week for 2 consecutive weeks in a newspaper
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1| of general circulation published in the county or counties

2| affected, as provided in chapter 50.

3 b. Up to 10 ©&re nonelective full-tine positions

4 | postt+on nmay be designated for each | ocal agency enpl oyer

5| reporting to the Departnent of Managenent Services; for |oca
6 | agencies with 100 or nore regularly established positions,

7 | additional nonelective full-tinme positions may be desi gnat ed,
8| not to exceed 1 percent of the regularly established positions
9| within the agency.

10 c. Each position added to the class nust be a

11 | managerial or policymaking position filled by an enpl oyee who
12 ] is not subject to continuing contract and serves at the

13 | pl easure of the |ocal agency enpl oyer without civil service
14 | protection, and who:

15 (1) Heads an organi zational unit; or

16 (I'l) Has responsibility to effect or recommend

17 | personnel, budget, expenditure, or policy decisions in his or
18 | her areas of responsibility.

19 2. Inlieu of participation in the Senior Managenent
20 | Service Cass, nenbers of the Senior Managenent Service C ass
21 | pursuant to the provisions of subparagraph 1. nmay wi t hdraw
22 | fromthe Florida Retirenment System altogether. The decision to
23 | withdraw fromthe Florida Retirenment System shall be
24 | irrevocable for as long as the enpl oyee holds such a position
25| Any service creditabl e under the Seni or Managenent Service
26 | A ass shall be retained after the nmenber w thdraws fromthe
27 | Florida Retirenent System however, additional service credit
28 | in the Senior Managenent Service Cass shall not be earned
29 | after such withdrawal. Such nmenbers shall not be eligible to
30| participate in the Senior Management Service Optional Annuity
31| Program
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(h)1. Except as provided in subparagraph 3., effective
January 1, 1994, participation in the Senior Managenent
Service Cass shall be conpul sory for the State Courts

Adm ni strator and the Deputy State Courts Adninistrators, the
G erk of the Suprene Court, the Marshal of the Suprene Court,
the Executive Director of the Justice Administrative

Conmi ssion, the Capital Collateral Representative, the clerks
of the district courts of appeals, the nmarshals of the
district courts of appeals, and the trial court adm nistrator
in each judicial circuit. Effective January 1, 1994,

additional positions in the offices of the state attorney and
public defender in each judicial circuit nay be designated for
inclusion in the Senior Managenent Service O ass of the
Florida Retirement System provided that:

a. Positions to be included in the class shall be
designated by the state attorney or public defender, as
appropriate. Notice of intent to designate positions for
inclusion in the class shall be published once a week for 2
consecutive weeks in a newspaper of general circulation
published in the county or counties affected, as provided in
chapt er 50.

b. One nonelective full-tine position nay be
desi gnated for each state attorney and public defender
reporting to the Departnent of Managenent Services; for
agencies with 200 or nore regularly established positions
under the state attorney or public defender, additiona
nonel ective full-tinme positions may be designated, not to
exceed 0.5 percent of the regularly established positions
wi thin the agency.

c. Each position added to the class nust be a
manageri al or policynmaking position filled by an enpl oyee who
45
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serves at the pleasure of the state attorney or public
defender without civil service protection, and who:

(1) Heads an organi zational unit; or

(I'l) Has responsibility to effect or recommend
personnel, budget, expenditure, or policy decisions in his or
her areas of responsibility.

2. Participation in this class shall be conpul sory,
except as provided in subparagraph 3., for any judicial
enpl oyee who holds a position designated for coverage in the
Seni or Managenment Service O ass, and such participation shal
continue until the enployee termi nates enploynent in a covered

position. Effective January 1, 2001, participation in this

class is conpul sory for assistant state attorneys, assistant

st at ewi de prosecutors, and assi stant public defenders.

3. Inlieu of participation in the Senior Managenent
Service O ass, such nenbers nmay participate in the Senior
Managenent Service Optional Annuity Program as established in
subsection (6).

(4)

(b) Service in an eligible position prior to February
1, 1987, or after January 31, 1987, shall satisfy the
requi rement 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 Cass after January 31, 1987. A nenber of
this class who fails to conplete 5 # 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).

(6)

(e) Benefits.--
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1. Benefits shall be payabl e under the Seni or
Managenent Service Optional Annuity Programonly to
participants in the program or their beneficiaries as
designated by the participant in the contract with a provider
conpany, and such benefits shall be paid by the designated
conpany in accordance with the terns of the annuity contract
or contracts applicable to the participant. A participant nust
be terninated fromall enploynent with all Florida Retirenment
System enpl oyers as provided in s. 121.021(39) to begin
receiving the enpl oyer-funded benefit. Benefits funded by
enpl oyer contributions shall be payable only as a lifetine
annuity to the participant, his or her beneficiary, or his or
her estate, except for

a. A lunp-sum paynent to the beneficiary upon the
death of the participant; o

b. A cash-out of a de mninms account upon the request
of a former participant who has been term nated for a mini mum
of 6 nonths fromthe enploynent that entitled himor her to
optional annuity program participation. A de ninins account
is an account with a provider conpany containing enpl oyer
contributions and accunul ated earni ngs of not nore than $5, 000
made under the provisions of this chapter. Such cash-out nust
be a conplete liquidation of the account balance with that
conpany and is subject to the provisions of the Internal
Revenue Code; or-—

c. A lunmp-sumdirect rollover distribution whereby al

accrued benefits, plus interest and investnment earnings, are

paid fromthe participant's account directly to the custodian

of an eligible retirenent plan, as defined in s. 402(c)(8)(B)

of the Internal Revenue Code, on behalf of the participant.
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2. The benefits payable to any person under the Senior
Managenent Service Optional Annuity Program and any
contribution accurmul ated under such program shall not be

subj ect to assignment, execution, or attachnent or to any

| egal process what soever.

3. A participant who receives optional annuity program
benefits funded by enpl oyer contributions shall be deened to
be retired froma state-adm nistered retirenent systemin the
event of subsequent enploynent with any enpl oyer that
participates in the Florida Retirenent System

Section 6. Effective July 1, 2001, subsections (2) and
(3) of section 112.363, Florida Statutes, are anended to read:

112. 363 Retiree health insurance subsidy.--

(2) ELIGABILITY FOR RETI REE HEALTH | NSURANCE
SUBSI DY. - -

(a) A person who is retired under a state-adm nistered
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.

(b) For purposes of this section, a person is deened

retired froma state-adninistered retirenent system when he or

she term nates enploynent with all enployers participating in
the Florida Retirenent System as described in s. 121.021(39)
and:

1. For a participant of the Public Enpl oyee Optional

Retirenment Program established under part Il of chapter 121,
48
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the participant neets the age or service requirenents to

gqualify for normal retirenent as set forth in s. 121.021(29).

2. For a nenber of the Florida Retirenent System

defined benefit program or any enpl oyee who nmintains

credi tabl e service under both the defined benefit program and

the Public Enployee Optional Retirenent Program the nenber

begins drawing retirenent benefits fromthe system

(c)1. Effective July 1, 2001, any person retiring on

or after such date as a nenber of the Florida Retirenent

System including any partici pant of the defined contribution

program adni ni stered pursuant to part |l of chapter 121, nust

have satisfied the vesting requirenents for his or her

nenber ship class under the Florida Retirenent System defined

benefit program as adnini stered under part | of chapter 121

2. Notwithstandi ng the provisions of subparagraph 1.

a person retiring due to disability nust either qualify for a

regular or in-line-of-duty disability benefit as provided in

s. 121.091(4) or qualify for a disability benefit under a

disability plan established under part Il of chapter 121, as

appropri at e.

(d) Paynment of the retiree health insurance subsidy
shal |l be made only after coverage for health insurance for the
retiree or beneficiary has been certified in witing to the
Depart nent of Managenent Services. Participation in a forner
enpl oyer's group health insurance programis not a requirenent
for eligibility under this section.

(e) HeweverParticipants in the Senior Managenment
Service Optional Annuity Programas provided in s. 121. 055(6)
and the State University System Optional Retirenent Program as
provided in s. 121.35 shall not receive the retiree health
i nsurance subsidy provided in this section. The enpl oyer of

49

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




r ga Senate - 2000 CS for SB 1352

Flori
302-2102F-00

1| such participant shall pay the contributions required in

2 | subsection (8) to the annuity program provided in s.

3] 121.055(6)(d) or s. 121.35(4)(a), as applicable.

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

5 (a) Beginning January 1, 1988, each eligible retiree
6| or a beneficiary who is a spouse or financial dependent

7 | thereof shall receive a nonthly retiree health insurance

8 | subsi dy paynent equal to the nunber of years of creditable

9| service, as defined in s. 121.021(17), conpleted at the tine
10 | of retirenent nultiplied by $1; however, no retiree may

11 | receive a subsidy paynent of nore than $30 or |ess than $10.
12 (b) Beginning January 1, 1989, each eligible retiree
13| or a beneficiary who is a spouse or financial dependent shal
14 | receive a nonthly retiree health i nsurance subsidy paynent

15| equal to the nunber of years of creditable service, as defined
16 | in s. 121.021(17), conpleted at the tinme of retirenent

17 | mul tiplied by $2; however, no retiree nay receive a subsidy
18 | paynment of nore than $60 or |ess than $20.

19 (c) Beginning January 1, 1991, each eligible retiree
20| or a beneficiary who is a spouse or financial dependent shal
21 | receive a nonthly retiree health insurance subsidy paynent
22 | equal to the nunber of years of creditable service, as defined
23| ins. 121.021(17), conpleted at the tinme of retirenent
24 | multiplied by $3; however, no retiree nmay receive a subsidy
25 | paynent of nore than $90 or |ess than $30.
26 (d) Beginning January 1, 1999, each eligible retiree
27 | or, if the retiree is deceased, his or her beneficiary who is
28 | receiving a nonthly benefit fromsuch retiree's account and
29 | who is a spouse, or a person who neets the definition of joint
30| annuitant in s. 121.021(28), shall receive a nonthly retiree
31| health insurance subsidy paynent equal to the nunber of years
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of creditable service, as defined in s. 121.021(17), conpleted
at the tinme of retirement nmultiplied by $5; however, no
eligible retiree or such beneficiary nmay receive a subsidy
payrment of nore than $150 or less than $50. |If there are

mul tiple beneficiaries, the total paynent nmust not be greater
than the paynent to which the retiree was entitl ed.

(e)1. Beginning July 1, 2001, each eligible retiree of

the defined benefit programof the Florida Retirenent System

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

receiving a nonthly benefit fromsuch retiree's account and

who is a spouse, or a person who neets the definition of joint

annuitant in s. 121.021(28), shall receive a nonthly retiree

heal t h i nsurance subsi dy paynment equal to the nunber of years

of creditable service, as defined in s. 121.021(17), conpl eted

at the tine of retirement multiplied by $5; however, no

eligible retiree or such beneficiary nay receive a subsidy

paynment of nore than $150 or less than $25. |If there are

nmul tiple beneficiaries, the total paynent nust not be greater

than the paynent to which the retiree was entitl ed.

Not wi t hst andi ng the provisions of this paragraph, the health

i nsurance subsi dy anount payable to any person receiving the

retiree health insurance subsidy paynent on July 1, 2002,

shall not be reduced.

2. Beginning July 1, 2001, each eligible participant

of the Public Enpl oyee Optional Retirenent Program of the

Florida Retirenment System who has net the requirenents of this

section, or, if the participant is deceased, his or her spouse

who is the participant's designated beneficiary, shall receive

a nonthly retiree health i nsurance subsidy paynent equal to

t he nunber of years of creditable service, as defined in this

subpar agraph, conpleted at the tine of retirenent, nultiplied
51
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by $5; however, no eligible retiree or such beneficiary my

recei ve a subsidy paynent of nore than $150 or |ess than $30.

For purposes of deternining a participant's creditable service

used to calculate the health insurance subsidy, a

participant's years of service credit or fraction thereof

shal | be based on the participant's work year as defined in s.
121.021(54). Credit shall be awarded for a full work year
whenever heal th insurance subsidy contributions have been made

as required by law for each nonth in the participant's work

year. 1In addition, all years of creditable service retained

under the Florida Retirenment System defined benefit program

shal|l be included as creditable service for purposes of this

secti on.

Section 7. Subsection (2) and paragraph (a) of
subsection (7) of section 121.0515, Florida Statutes, are
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 norma
retirement date.--

(2) CRITERIA --A nenber, to be designhated as a speci al
risk menber, nust neet the following criteria:

(a) The nenber nust be enployed as a | aw enfor cenent
of ficer and be certified, or required to be certified, in
conpliance with s. 943.1395; however, sheriffs and el ected
police chiefs shall be excluded fromneeting the certification
requi rements of this paragraph. In addition, the nenber's
duties and responsibilities nmust include the pursuit,
apprehension, and arrest of |law violators or suspected | aw
violators; or the nenber nust be an active nmenber of a bonb
di sposal unit whose prinmary responsibility is the |ocation
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handl i ng, and di sposal of explosive devices; or the nenber
nmust be the supervisor or command officer of a nenber or
nmenbers who have such responsibilities; provided, however,
admi ni strative support personnel, including, but not limted
to, those whose primary duties and responsibilities are in
accounting, purchasing, |egal, and personnel, shall not be

i ncl uded;

(b) The nenber nust be enployed as a firefighter and
be certified, or required to be certified, in conpliance with
s. 633.35 and be enployed solely within the fire departnent of
a local government the enployer, or an agency of state

governnment with firefighting responsibilities. |n addition

the nmenber's duties and responsibilities nmust include
on-the-scene fighting of fires or direct supervision of
firefighting units or aerial firefighting surveillance

perforned by fixed-wing pilots enployed by the Departnment of

Agriculture and Consuner Services, Division of Forestry, or

t he menber nust be the supervisor or command of ficer of a
nmenber or nenbers who have such responsibilities; provided,
however, admi nistrative support personnel, including, but not
limted to, those whose prinmary duties and responsibilities
are in accounting, purchasing, |legal, and personnel, shall not
be i ncl uded;

(c) The nenber nust be enpl oyed as a correctiona
of ficer and be certified, or required to be certified, in
conpliance with s. 943.1395. |In addition, the nenber's
primary duties and responsibilities nust be the custody, and
physi cal restraint when necessary, of prisoners or inmates
within a prison, jail, or other crimnal detention facility,
or while on work detail outside the facility, or while being
transported; or the nmenber nmust be the supervisor or conmmand
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of ficer of a nmenber or nenbers who have such responsibilities;
provi ded, however, administrative support personnel

including, but not limted to, those whose prinmary duties and
responsibilities are in accounting, purchasing, |legal, and
personnel, shall not be included; however, superintendents and
assi stant superintendents shall participate in the Special

Ri sk Cl ass; or

(d) The nenber nust be enployed by a |icensed Advance
Li fe Support (ALS) or Basic Life Support (BLS) enployer as an
energency nedi cal technician or a paranmedic and be certified
in conpliance with s. 401.27. In addition, the nenber's
primary duties and responsibilities nust include on-the-scene
energency nedical care. However, admnistrative support
personnel, including, but not limted to, those whose primary
responsibilities are in accounting, purchasing, |legal, and
personnel, shall not be incl uded.

(7) RETENTION OF SPECI AL RI SK NORVAL RETI REMENT
DATE. - -

(a) A special risk nenber who is noved or reassigned
to a nonspecial risk |aw enforcenent, firefighting,
correctional, or energency nedical care adm nistrative support
position with the sane agency, or who is subsequently enpl oyed
in such a position with any |aw enforcenent, firefighting,
correctional, or energency nedical care agency under the
Florida Retirement System shall participate in the Special
Ri sk Admini strative Support Cass and shall earn credit for
such service at the sane percentage rate as that earned by a
regul ar nenber. Notwithstanding the provisions of subsection
(4), service in such an adm nistrative support position shall,
for purposes of s. 121.091, apply toward satisfaction of the
special risk nornmal retirenent date, as defined in s.
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1| 121.021(29)(b), provided that, while in such position, the

2 | mrenber remains certified as a | aw enforcenent officer

3| firefighter, correctional officer, energency nedica

4 | technician, or paranedic; remains subject to reassignnment at
5]lany tine to a position qualifying for special risk nmenbership;
6 | and conpl etes an aggregate of 5 36 or nore years of service as
7 | a designated special risk nmenber prior to retirenent.

8 Section 8. Paragraphs (b) and (c) of subsection (12)
9| of section 121.052, Florida Statutes, are anended to read:

10 121. 052 Menbership class of elected officers.--

11 (12) BENEFITS. --

12 (b) The benefit provisions of s. 121.091(2)-(6), (8),
131 (9), and (11), relating to benefits payable for dual norma

14 | retirenent ages, early retirenent, disability retirenent,

15| termnation benefits, optional forns of retirenent,

16 | designation of beneficiaries, enploynent after retirenent, and
17 | met hod of conputing actuarial equival ent, respectively, shal
18 | al so apply to nenbers of the Elected Oficers' O ass;—except
19 | that—enty—8—years—of—creditabte—service—in—thrs—cltass—are

20 | needet—to—attatn—the—benretts—spectfred—t+n——s—12+-09H3)——and
21 [(5). These provisions shall be construed in such manner as to
22 | make them conpatible with the provisions of this section

23 (c) The benefit provisions of s. 121.091(7), relating
24| to death benefits, shall apply to nmenbers of the El ected

25| Oficers' Cass and shall be construed in such manner as to
26 | make them conpatible with the provisions of this section:

27 | however—onty—8—years—of——ecredi-table—service—+n—this—etass—are
28 | needed—to—obtain—sueh—benef+ts, except that:

29 1. If any elected official dies in office who would
30 | have been vested under the Elected Oficers' Cass, any other
31| class of the Florida Retirenent System or any other
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state-admini stered retirenent system if the official had
lived to conplete his or her termof office, the official's
spouse may elect to | eave the official's retirenent
contributions in the retirenent trust fund and pay into said
fund any required contributions which woul d have been paid by
the officer or the enployer had the officer lived to conplete
the term of office.

2. |If a deceased nenber's surviving spouse as
described in subparagraph 1. previously received a refund of
the menber's contributions nade to the retirenent trust fund,
the surviving spouse may pay into the retirenent trust fund an
anount equal to the deceased nenber's contributions previously
refunded, together with interest at 4 percent conpounded
annual ly on the amount of such refunded contributions fromthe
date of refund until July 1, 1975, and at 6.5 percent
conpounded annually thereafter to the date of paynent, plus
such additional contributions as may be required under
subparagraph 1., in order to becone vested, as applicable.

Upon conclusion of the termof office to which the deceased
of ficer was el ected, a spouse who pays into the retirenent
trust fund such additional or refunded contributions, plus
interest, shall be eligible to receive a nonthly benefit in
t he sanme nmanner as the surviving spouse of a nenber who dies
after accunul ating the required nunber of years of creditable
servi ce as described herein.

Section 9. Paragraph (a) of subsection (1) of section
121. 053, Florida Statutes, is anended to read:

121.053 Participation in the Elected Oficers' d ass
for retired nenbers. --
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(1) (a) Any nenber who retired under any existing
systemas defined in s. 121.021(2), and receives a benefit
t hereof, and who serves in an office covered by the El ected
Oficers' Class for a period of at least 5 8 years, shall be
entitled to receive an additional retirement benefit for such
el ected officer service prior to July 1, 1990, under the
Elected Oficers' Class of the Florida Retirenent System as
foll ows:

1. Upon conpletion of 5 8 or nore years of creditable
service in an office covered by the Elected Oficers' d ass,
s. 121.052, such nmenber shall notify the adninistrator of his
or her intent to purchase elected 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 clained
until July 1, 1975, and 6.5 percent interest conpounded
annual ly thereafter, until full paynent is nade to the Florida
Retirenment System Trust Fund; however, such nenber nay
purchase retirenent credit under the Elected O ficers' d ass
only for such service as an el ected officer

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.
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1 Section 10. Paragraph (i) of subsection (1) and

2 | paragraph (b) of subsection (2) of section 121.081, Florida
3| Statutes, are anended to read

4 121. 081 Past service; prior service;

5] contributions.--Conditions under which past service or prior
6 | service may be clained and credited are:

7 (1)

8 (i) An enployee of a state agency who was a nenber of
9| a state-admi nistered retirenent system and who was granted
10 | educational |eave with pay pursuant to a witten educationa
11| l eave-wit h-pay policy may cl ai msuch period of educationa

12 | l eave as past service subject to the foll owing conditions:

13 1. The educational |eave nmust have occurred prior to
14 | Decenber 31, 1971

15 2. The nenber nust have conpleted at |east 5 16 years
16 | of creditabl e service excluding the period of the educationa
17 | | eave;

18 3. The enpl oyee nust have returned to enploynent with
19 | a state agency enpl oyer who participated in the retirenent
20 | system which return was i nmmedi ately upon ternination of the
21 | educational |eave, and nust have renmi ned on the enployer's
22 | payroll for at least 1 calendar nonth following the return to
23 | enpl oynent ;
24 4. The enpl oyee nust be a nenber of the Florida
25| Retirenment Systemat the tinme he or she clains such service;
26 5. Not nore than 24 nonths of creditable service may
27 | be clainmed for such period of educational |eave with pay;
28 6. The service nust not be clai ned under any ot her
29 | state or federal retirenent system and
30 7. The nmenber nmust pay to the retirenment trust fund
31| for claimng such past-service credit an anount equal to 8
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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.

(2) Prior service, as defined in s. 121.021(19), nay
be clainmed as creditable service under the Florida Retirenent
System after a nmenber has been reenployed for 1 conplete year
of creditable service within a period of 12 consecutive
nont hs, except as provided in paragraph (c). Service perforned
as a participant of the optional retirenent programfor the
State University Systemunder s. 121.35 or the Senior
Managenent Service Optional Annuity Program under s. 121.055
may be used to satisfy the reenploynent requirement of 1
conpl ete year of creditable service. The nenber shall not be
permtted to nake any contributions for prior service unti
after conpletion of the 1 year of creditable service. The
required contributions for clainmng the various types of prior
service are:

(b) For prior service perforned prior to the date the
syst em becane beeeres noncontributory for the nmenber, and for
whi ch the menber had credit under the Florida Retirenent
System and received a refund of contributions upon ternination
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 fromthe date of refund
until July 1, 1975, and 6.5 percent interest conpounded
annual ly thereafter, until the full paynent is nade to the
Florida Retirenment System Trust Fund.
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1 Section 11. Paragraph (a) of subsection (1),

2 | paragraphs (a), (h), and (j) of subsection (4) of section

3| 121.091, Florida Statutes, are anended to read

4 121. 091 Benefits payabl e under the system--Benefits

5| may not be paid under this section unless the nenber has

6| term nated enpl oynent as provided in s. 121.021(39)(a) or

7 | begun participation in the Deferred Retirenent Option Program
8 | as provided in subsection (13), and a proper application has

9| been filed in the manner prescribed by the departnent. The

10 | departnent nmay cancel an application for retirenent benefits
11 | when the nenber or beneficiary fails to tinely provide the

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

13 | departnent's rul es. The departnent shall adopt rules

14 | establishing procedures for application for retirenent

15| benefits and for the cancellation of such application when the
16 | required informati on or docunents are not received.

17 (1) NORMAL RETI REMENT BENEFI T.--Upon attaining his or
18 | her nornmal retirenment date, the nenber, upon application to

19 | the adninistrator, shall receive a nonthly benefit which shal
20| begin to accrue on the first day of the nonth of retirenent

21 | and be payable on the last day of that nonth and each nonth

22 | thereafter during his or her lifetine. The normal retirenent
23 | benefit, including any past or additional retirenent credit,
24 | may not exceed 100 percent of the average final conpensation
25| The anount of nonthly benefit shall be calculated as the

26 | product of A and B, subject to the adjustnent of C, if

27 | applicable, as set forth bel ow

28 (a)1. For creditable years of Regular Cass service, A
29 |is 1.60 percent of the nmenber's average final conpensation, up
30| to the nenber's nornmal retirenent date. Upon conpletion of the
31| first year after the normal retirenent date, Ais 1.63 percent
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of the nenber's average final conpensation. Follow ng the
second year after the normal retirenment date, Ais 1.65
percent of the nenber's average final conpensation. Follow ng
the third year after the nornal retirenent date, and for
subsequent years, Ais 1.68 percent of the nenber's average
final conpensati on.

2. For creditable years of special risk servicer—A+s:

a. Ais 2.00 fwo percent of the nenber's average fina
conpensation for all creditable years prior to Cctober 1,
1974;

b. Ais 3.00 FThree percent of the nenber's average
final conpensation for all creditable years after Septenber
30, 1974, and before Cctober 1, 1978;

c. Ais 2.00 fwpo percent of the nenber's average fina
conpensation for all creditable years after Septenber 30,
1978, and before January 1, 1989;

d. Ais 2.20 fwo—ant—two—tenths percent of the
nmenber's final nonthly conpensation for all creditable years
after Decenber 31, 1988, and before January 1, 1990;

e. Ais 2.40 two—andfoeur—tenths percent of the
nmenber's average final conpensation for all creditable years
after Decenber 31, 1989, and before January 1, 1991

f. Ais 2.60 Pwo—and——six—tenths percent of the
nmenber's average final conpensation for all creditable years
after Decenber 31, 1990, and before January 1, 1992;

g. A is 2.80 two—ant—etrght—tenths percent of the
nmenber's average final conpensation for all creditable years
after Decenber 31, 1991, and before January 1, 1993; and

h. A is 3.00 FThree percent of the nenber's average
final conpensation for all creditable years after Decenber 31
1992;
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i. Ais 3.00 percent of the nenber's average fina

conpensation for all creditable years of service after
Sept enber 30, 1978, and before January 1, 1993, for any
special risk menber who retires after July 1, 2000;

3. For creditable years of Senior Managenent Service
O ass service after January 31, 1987, Ais 2 percent;

4. For creditable years of Elected Oficers' d ass
service as a Suprene Court Justice, district court of appeal
judge, circuit judge, or county court judge, Ais 3 1/3
percent of the nenber's average final conpensation, and for
all other creditable service in such class, Ais 3.00 3
percent of average final conpensation

(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+:
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3 2. If the division has received fromthe enpl oyer the
4 | required docunentation of the nenber's ternination of

5| enpl oynent, the effective retirenent date for a nenber who

6| applies and is approved for disability retirenment shall be

7 | established by rule of the division

8 3. For a nmenber who is receiving Wrkers' Conpensation
9| paynents, the effective disability retirenent date nmay not

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

11 | I mprovenent (MM), unless the nenber termn nates enpl oynent

12 | prior to reaching MM .

13 (h) Recovery fromdisability.--The admninistrator nay
14 | require periodic reexam nations at the expense of the

15| retirenent fund. The division may adopt rul es establishing

16 | procedures for conducting and revi ew of such reexani nations.
17 1. If the administrator finds that a nmenber who is

18 | receiving disability benefits is, at any tine prior to his or
19 | her normal retirenent date, no | onger disabled, the

20 | adnministrator shall direct that the benefits be discontinued.
21| The decision of the adm nistrator on this question shall be
22 | final and binding. |If such nenber

23 a. Does not reenter the enploy of an enpl oyer and was
24 | not vested as of the disability retirenment date, he or she

25| shall be entitled to a refund of the excess, if any, of his or
26 | her accunul ated contributions over the total disability

27 | benefits received up to the date of recovery.

28 b. Does not reenter the enploy of an enployer, but was
29 | vested as of the disability retirenment date, he or she may

30| elect to receive:

31
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(1) A refund of the excess, if any, of his or her
accumul ated contributions over the total disability benefits
received up to the date of recovery; or

(1) A deferred benefit conmmencing on the | ast day of
the nmonth of the normal retirenent date which shall be payabl e
on the last day of the nonth thereafter during his or her
lifetine. The anpbunt of such nonthly benefit shall be
conputed in the sane manner as for a normal retirenent
benefit, in accordance with subsection (1), but shall be based
on average nonthly conpensation and creditable service as of
the nmenber's disability retirenent date.

c. Reenters enploynent of an enployer within 6 nonths
after recovery, the nenber's service will be deened to have
been continuous, but the period beginning with the first nonth
for which he or she received a disability benefit paynent and
ending with the date he or she reentered enploynent wll not
be considered as creditable service for the purpose of
conmputi ng benefits except as provided in sub-subparagraph d.
As used in this section, the term"accunul ated contri buti ons"
for such nenber nmeans the excess of the menber's accumnul at ed
contributions as of the disability retirenent date over the
total disability benefits received under paragraph (e).

d. Terminates his or her disability benefit, reenters
covered enploynent, and is continuously enployed for a m nimum
of 1 year of creditable service, he or she nay claimas
creditabl e service the nonths during which he or she was
receiving a disability benefit, upon paynent of the required
contributions. Contributions shall equal the total required
enpl oyee and enpl oyer contribution rate applicable during the
period the retiree received retirenent benefits, nmultiplied
times his or her rate of nonthly conpensation prior to the
64
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1| cormencenent of disability retirenent for each nonth of the

2| period clained, plus 4 percent interest until July 1, 1975,

3] and 6.5 percent interest thereafter, conmpounded annually each
4] June 30 to the date of paynent. |f the nenber does not claim
5] credit for all of the nonths he or she received disability

6 | benefits, the nonths cl ai ned nust be the npbst recent nonths of
7| retirenent. Such credit for periods of disability, when

8 | purchased under the Florida Retirenment System shall apply

9| toward vesting requirenents for eligibility to purchase

10 | additional credit for other service.

11 2. Both the nenber receiving disability benefits who
12 | reenters enploynent and the enpl oyer enpl oying such disability
13 | retiree shall notify the division inmmedi ately upon

14 | reenpl oynent, and the division shall term nate such nenber's
15| disability benefits, effective the first day of the nonth

16 | following the nonth in which notification of recovery is

17 | received. If the nenber is reenployed with a Florida

18 | Retirenent System enpl oyer at the tine of benefit termnation
19 | and he or she has received disability retirenent benefit and
20 | sal ary paynents concurrently prior to notifying the division
21| he or she may elect within 30 days to:
22 a. Retain the retirenent benefits received prior to
23| termnation of disability benefits and begin receiving
24 | retirenment service credit effective upon the date of
25| term nation of benefits; or
26 b. Repay, within 12 nonths after his or her decision
27| to receive service credit, the retirenent benefits received
28 | for each nonth of reenploynent prior to ternination of
29 | disability benefits and begin receiving retirenent service
30| credit effective upon the date of reenploynent. Any such
31
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unpai d benefits shall have conpound interest of 6.5 percent
added June 30.

A nmenber may not receive both retirenent service credit for
enpl oynent and retirenent benefits for the sane nonth

3. |If, after recovery of disability and reentry into
covered enpl oynent, the nenber again becones disabled and is
agai n approved for disability retirenent, the Option 1 nonthly
retirenent benefit shall not be less than the Option 1 nonthly
benefit calculated at the tinme of the previous disability,
pl us any cost of living increases up to the tine the
disability benefit was term nated upon his or her reentry into
covered enpl oynent.

(j) Disability retirement of justice or judge by order
of Suprene Court. --

1. If a nenber is a justice of the Suprene Court,
judge of a district court of appeal, circuit judge, or judge
of a county court who has served for 5 46 years or nore as an
el ected constitutional judicial officer, including service as
a judicial officer in any court abolished pursuant to Art. V
of the State Constitution, and who is retired for disability
by order of the Suprene Court upon recomrendation of the
Judicial Qualifications Conmm ssion pursuant to the provisions
of Art. V of the State Constitution, the nenber's Option 1
nmont hly benefit as provided in subparagraph (6)(a)l. shall not
be less than two-thirds of his or her nonthly conpensation as
of the nenber's disability retirement date. Such a nenber may
alternatively elect to receive a disability retirenent benefit
under any other option as provided in paragraph (6)(a).

2. Should any justice or judge who is a nenber of the
Florida Retirement Systembe retired for disability by order
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of the Suprenme Court upon recommendati on of the Judici al
Qualifications Comi ssion pursuant to the provisions of Art. V
of the State Constitution, then all contributions to his or
her account and all contributions nmade on his or her behalf by
the enpl oyer shall be transferred to and deposited in the
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 nmenber 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 5 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.
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1 Section 13. Paragraph (a) of subsection (2) of section
2| 121.1122, Florida Statutes, is anended to read:

3 121.1122 Purchase of retirenent credit for in-state

4 | public service and in-state service in accredited nonpublic

5| school s and col | eges, including charter schools and charter

6 | technical career centers.--Effective January 1, 1998, a nenber
7] of the Florida Retirenent System may purchase creditable

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

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

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

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

13 | conpleted 5 16 years of creditable service under the Florida
14 | Retirenent System excluding service purchased under this

15| section and out-of-state service clained and purchased under
16 | s. 121.1115.

17 Section 14. Subsection (1) of section 121.121, Florida
18 | Statutes, is anended to read:

19 121.121 Authorized | eaves of absence.--
20 (1) A nenber may purchase creditable service for up to
21| 2 work years of authorized | eaves of absence if:
22 (a) The nenber has conpleted a mninumof 5 16 years
23| of creditable service, excluding periods for which a | eave of
24 | absence was aut hori zed;
25 (b) The leave of absence is authorized in witing by
26 | the enpl oyer of the nenber and approved by the adm ni strator
27 (c) The nenber returns to active enploynent performng
28 | service with a Florida Retirenent System enployer in a
29 | regularly established position i mediately upon term nation of
30| the | eave of absence and remmi ns on the enployer's payroll for
31| 1 cal endar nonth, except that a nenber who retires on
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disability while on a nedical |eave of absence shall not be
required to return to enploynment. A nenber whose work year is
| ess than 12 nont hs and whose | eave of absence term nates
bet ween school years is eligible to receive credit for the
| eave of absence as long as he or she returns to the
enpl oynment 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 coommencenent 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 nenbership 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
t he 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. Effective July 1, 2000, in order to fund
the nornmal cost for changes in vesting requirenents and the

conputati on of average final conpensation and Public Enpl oyee
69
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Optional Retirement Program under the Florida Retirenent

System as provided in this act:

(1) The contribution rates that apply to the Regul ar

Class of the Florida Retirenent System shall be increased by

1. 37 percentage points;

(2) The contribution rates that apply to the Speci al

Risk Class of the Florida Retirenent System shall be increased

by 1.98 percentage points;

(3) The contribution rates that apply to the Speci al

Ri sk Administrative Support Cass of the Florida Retirenent

System shall be increased by 1.01 percentage points;

(4) The contribution rates that apply to the Judici al

sub-class of the Elected Officers' O ass of the Florida

Retirenment System shall be increased by 1.66 percentage

poi nts;

(5) The contribution rates that apply to the

| egi sl ative-attorney-Cabi net sub-class of the El ected

Oficers' Cass of the Florida Retirenent System shall be

i ncreased by 1.72 percentage points;

(6) The contribution rates that apply to the County

O ficers' sub-class of the Elected Oficers' Class of the

Florida Retirement Systemshall be increased by 1.31

per cent age points; and

(7) The contribution rates that apply to the Seni or

Managenent Service Class of the Florida Retirenent System

shal |l be increased by 0.96 percentage points.

These increases shall be in addition to all other changes to

such contribution rates which may be enacted into | aw to take

effect on that date. The Division of Statutory Revision is
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directed to adjust the contribution rates set forth in
sections 121.052, 121.055, and 121.071, Florida Statutes.
Section 16. It is the intent of the Legislature that

the net unfunded actuarial past-service liability attributable

to the upgradi ng of special risk service between Cctober 1,

1978, and January 1, 1993, and to changes in the vesting

requi renents and the conputation of average final conpensation

under the Florida Retirenent System as provided in this act,

shal |l be funded by a one-tine | unp-sum paynent fromthe

actuarial surplus of the Florida Retirenent System Trust Fund.

Section 17. It is the intent of the Legislature that

the increased actuarial past-service liability attributable to

the 1999 actuarial experience study conducted by the system

actuaries for the 2000-2001 fiscal year shall be funded by a

one-tinme |unp-sum paynent fromthe actuarial surplus of the

Florida Retirenment System Trust Fund. The retirenent

contribution rates for subsequent years shall be adjusted with

the next actuarial valuation of the Florida Retirenent System

Section 18. Effective July 1, 2000, and each year

thereafter, the Departnent of Managenent Services and the

consulting actuaries for the Florida Retirenent System are

directed to annually recogni ze and determ ne the anount of any

actuarial surplus that may exist in the Florida Retirenent

System Trust Fund. Where such actuarial surplus exists, the

actuaries shall calculate, as a percent of payroll, the

reduction that could be nade in the retirenent contri bution

rate for each class and subclass in the Florida Retirenent

System by applying the anpbunt available for rate reduction as
provided in section 121.031(3)(a)6., Florida Statutes, toward
the nornmal cost funding requirenents for the system and shal

certify such reduced rates to the Departnment of Managenent
71
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Services for recommendati on to the Executive Ofice of the

Governor and the Legislature. If actuarial surplus is

unavail able in any year for rate reduction as described in

this section, the consulting actuaries for the Florida

Retirenment Systemshall certify to the Departnment of

Managenent Services the payroll contribution rate required for

each class and subclass of the Florida Retirenent Systemin

order to effect and nmaintain funding for the Florida

Retirenment Systemon a sound actuarial basis in conpliance
with Section 14 of Article X of the State Constitution and
part VI| of chapter 112, Florida Statutes.

Section 19. To inplenent the provisions of this act
for fiscal year 2000-2001, effective July 1, 2000:

(1) The contribution rates that apply to the Regul ar

Class of the Florida Retirenent System shall be reduced by

3. 37 percentage points.

(2) The contribution rates that apply to the Speci al

Risk Class of the Florida Retirenent System shall be reduced

by 3.64 percentage points.

(3) The contribution rates that apply to the Speci al

Ri sk Adnministrative Support Cass of the Florida Retirenent

System shall be reduced by 4.39 percentage points.

(4) The contribution rates that apply to the Judici al

sub-class of the Elected Oficers' O ass of the Florida

Retirenment Systemshall be reduced by 7.32 percentage points.

(5) The contribution rates that apply to the

| egi sl ative-attorney-Cabi net subclass of the Elected Oficers

Class of the Florida Retirenent System shall be reduced by

5.19 percentage points.

(6) The contribution rates that apply to the County

O ficers' sub-class of the Elected Oficers' Class of the
72
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Florida Retirenment System shall be reduced by 6.03 percentage

poi nts.
(7) The contribution rates that apply to the Seni or

Managenent Service Class of the Florida Retirenent System

shal | be reduced by 4. 15 percentage points.

These changes shall be in addition to all other changes to

such contribution rates which may be enacted into | aw to take

effect on that date. The Division of Statutory Revision is

directed to adjust the contribution rates set forth in
sections 121.052, 121.055, and 121.071, Florida Statutes.
Section 20. Paragraph (a) of subsection (3) of section
121.031, Florida Statutes, is anended to read:
121.031 Administration of system appropriation

oat hs; actuarial studies; public records.--

(3) The administrator shall cause an actuarial study
of the systemto be nade at | east once every 2 years and shal
report the results of such study to the Legislature by
February 1 prior to the next |egislative session

(a) The study shall, at a mininmnum conformto the
requi rements of s. 112.63, with the follow ng exceptions and
addi ti ons:

1. The valuation of plan assets shall be based on a
5-year averagi ng et hodol ogy such as that specified in the
United States Departnent of Treasury Regulations, 26 C.F. R s.
1.412(c)(2)-1, or a simlar accepted approach designed to
attenuate fluctuations in asset val ues.

2. The study shall include a narrative explaining the
changes in the covered group over the period between actuari al
val uations and the inpact of those changes on actuari al
results.
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3. Wien substantial changes in actuarial assunptions
have been nade, the study shall reflect the results of an
actuarial assunption as of the current date based on the
assunptions utilized in the prior actuarial report.

4. The study shall include an analysis of the changes
in actuarial valuation results by the factors generating those
changes. Such analysis shall reconcile the current actuari al
valuation results with those results fromthe prior valuation

5. The study shall include neasures of funding status
and fundi ng progress designed to facilitate the assessnent of
trends over several actuarial valuations with respect to the
overall solvency of the system Such neasures shall be adopted
by the division and shall be used consistently in al
actuarial valuations perfornmed on the system

6.a. To inplenent the stabilization reserve, effective

January 1, 2000, and applicable each year thereafter, the

actuarial surplus will be assigned to stabilization surplus as

follows: 100 percent of actuarial surplus up to 5 percent of

actuarial liabilities, plus 50 percent of any renmining

surplus up to 5 percent actuarial liabilities and 25 percent

of any remaining actuarial surplus up to 5 percent of

actuarial liabilities. The nmaxi num stabili zation surplus shal

be 8.75 percent of actuarial liabilities. For fiscal year
2000- 2001, a special allocation of $2,668,763,000 of any
actuarial surplus renmining after the assignnment to

stabilization surplus shall be nmade to the Florida Retirenent

System for funding of benefit inprovenents. Any renmining

actuarial surplus shall be deened avail able surplus, to be

used as provided in sub-subparagraph b. |If unfunded

liabilities are created by adverse experience, the

stabilization reserve will be used either to offset those
74
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l[iabilities or to anportize those liabilities in accordance

with regul ar val uati on procedures.

b. Available surplus shall be used as follows:

(1) Twenty percent of available surplus shall be

assigned to each Florida Retirenent System nenbership class in

the proportion that the actuarial surplus of that class bears

to the total actuarial surplus. The renmnining 80 percent of

avail able surplus that renmains shall roll over to the next

val uati on dat e.

(I'l1) The Legislature may, through | egislative act,

assign sone or all of the available surplus allocated to any

Florida Retirenment System nenbership class as a one-tine

| unp-sum paynent to fund actuarial liabilities created by

benefit inprovenents. Any remmining portion of available

surpl us assigned to a nenbership class shall be used to reduce

the next fiscal year system normal cost requirenents.

Section 21. The following suns are appropriated from

recurring General Revenue Fund for fiscal year 2000-2001. The

sum of $921,000 is appropriated to the Justice Administrative

Conmi ssion for the purpose of paying the costs associated with

addi ng assistant state attorneys to the Seni or Managenent

Service Cass in the Florida Retirenment System The sum of

$605, 000 is appropriated to the Justice Adnministrative

Conmi ssion for the purpose of paying the costs associated with

addi ng assistant public defenders to the Seni or Managenent

Service Cass in the Florida Retirenment System The sum of

$24,000 is appropriated to the Departnment of Legal Affairs,

O fice of Statewi de Prosecutor for the purpose of paying the

costs associated with addi ng assi stant statew de prosecutors

to the Seni or Managenent Service Cass in the Florida

Retirenent System
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1 Section 22. Except as otherw se provided in this act,
2| this act shall take effect July 1, 2000, and the Public

3 | Enpl oyee Optional Retirenment Programcreated by this act shal
4 | be contingent upon:

5 (1) The Departnent of Managenent Services receiving a
6 | favorabl e deternination letter and a favorable private-letter
7] ruling fromthe Internal Revenue Service by May 1, 2002.

8 (2) The State Board of Adm nistration having sel ected
9] and contracted with the third-party adm ni strator

10 (3) The third-party adm nistrator having successfully
11 | established data links with the enployers participating in the
12 | Florida Retirenent System

13 (4) The education conponent of the Public Enpl oyee

14 | Optional Retirenent Program having been available for at |east
15| 90 days.

16 (5) A diversified portfolio of financial instrunents
17 | havi ng becone available to participants of the Public Enployee
18 | Optional Retirenment Program

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 SB 1352

3

4| The Committee Substitute incorporates. the Brovisions of . CS/ SB
1026 on enhanced benefits for the defined benefit plan in the

5| Florida Retirement System (FRS) passed by the Senate on March
20, 2000. It incorporates these changes into the format of the

6 roposed House defined contribution bill, HB 2393. e key
eatures of these conbined i ssues are: five-year vesting tor

7] all enployees in the FRS; cal culation of average fina
conpensation over a three-year as opposed to a five-year

8| period; providing all nenbers of the FRS an optional
portabl e, defined contribution pension choice with a

9| proportional, graded vesting schedul e beginning at two years
and achieving full vesting at six years 0f service; ﬂlVIng

10 | authority to'the State Board of Administration for_ the
procurenent of a third-party adnmnistrator to provide the

11 | infrastrucutre for the optional pension plan; providing for a
conpetitive procurenent of provider conpani es who nust “provide

12 | conpetitive, | ow cost products and services; providin or a
third-party educator to informplan nenbers of the voluntary

13 | choice they have in changi ng plan types; roviding strict
gual ity asSurance standards, federal tax |aw confornmance,

14 | fiduciary standards; prov!dlnP for a July 1, 2000 effective
date to the defined benefit plran changes’ and a two-year

15| del ayed effect for the defined contribution plan changes; .
providing for the upgrad!nP of prior service credit for active

16 | renbers only of the Special risk retirenent class with service
between 1978 and 1993, providing for the novenent of

17 | desi gnated assi stant state attorney, publ i c defender and
st at ewi de ﬂrosecutor fromthe regu ar to_seni or managenent

18 | cl ass of the FRS; prOV|d|ng for designation of additiona
seni or  managenment nenbers by units of |ocal governnent;

19 | providing for the inclusion of pilots of fixéed wing aircraft

20 in the special risk retirement class.

21

22

23

24

25

26

27

28

29

30

31
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