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HOUSE AMENDMENT
Bill No. HB 347
Anmendnent No. (for drafter's use only)

CHAMBER ACTI ON
Senat e House

ORI G NAL STAMP BELOW

The Committee on State Administration offered the foll ow ng:

Amendment (with title amendment)

Renove fromthe bill: Everything after the enacting cl ause

and insert in lieu thereof: Subsection (1), paragraph (a) of
subsection (2), paragraph (e) of subsection (4), paragraph (b)
of subsection (8), and paragraphs (a) and (b) of subsection
(9) of section 121.4501, Florida Statutes, are anended, and
paragraph (f) is added to subsection (9) of said section, to
read:

121. 4501 Public Enpl oyee Optional Retirenent
Program - -

(1) The Trustees of the State Board of Administration
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
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the Internal Revenue Code and its related regul ations. The
enpl oyers shall contribute, as provided in this section and s.
121.571, to the Public Enpl oyee Optional Retirenent Program

Trust Fund 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 state
board to offer one or nore investnent products or services to
the Public Enpl oyee Optional Retirenment Program including a

bundl ed provider" that offers participants both a full range

of individually allocated i nvestnent products and a full range

of adm nistrative and custoner services, to include accounting

and adninistration of individual participant benefits and

contributions; individual participant recordkeepi ng; asset

purchase, control, and saf ekeeping; direct execution of the

participant's instructions as to asset and contribution

al l ocation; calculation of daily net asset val ues; direct

access to participant account information; periodic reporting

to participants, at |least quarterly, on account bal ances and

transactions; direct advice and guidance on its investnents

options; a broad array of distribution options; and asset

all ocation and retirenent counseling and education. Private

sector conpani es include investnent nmanagenment conpani es,
i nsurance conpani es, depositories, and nutual fund conpanies.

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 retirenment program
establ i shed under s. 121.051(2)(c) or s. 121.35.
(4) PARTI Cl PATI ON; ENROLLMENT. - -
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(e) 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 one opportunity, that is, a second el ection, at—the

efptoyees—diseretion-to choose to nove fromthe defined
benefit programto the Public Enpl oyee Optional Retirenent

Program or fromthe Public Enpl oyee Optional Retirenent
Programto the defined benefit program This paragraph shal
be contingent upon approval fromthe Internal Revenue Service
for including the choice described herein within the prograns
offered by the Florida Retirenent System

1. |If the enployee chooses to nove to the Public
Enpl oyee Optional Retirenment Program the applicable
provisions of this section shall govern the transfer

2. If the enpl oyee chooses to nove fromthe Public

Enpl oyee Optional Retirenent Programto the defined benefit

program the enployee nust transfer fromhis or her optiona

pr ogr am Puble—Erptoyee—Optional—Retirerment—Program account an

anmount equal to the sumof the foll ow ng

a. The value of any account bal ance representing the

actuarial present value of the enpl oyee's accrued benefit

transferred to the optional programat the tine of the initial

transfer, and

b. The product of the participant's salary during the

period of participation in the optional programtines the

greater of the applicable contribution rate or the applicable

enpl oyer nornal cost rate in effect for the Florida Retirenent

System defi ned benefit program nenbership class to which the

nmenber bel onged during each fiscal year of such period, and

C. Interest on the sum of the anmpbunts cal cul ated under

a. and b. The interest rate shall be equal to the greater of
3
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t he annualized rate of return earned on i nvestnents of the

assets of the Florida Retirenent System Trust Fund as

calculated by the State Board of Adminstration for each fisca

year of the participation period or the Florida Retirenent

System Actuarial Valuation assuned rate of return of 8 percent

If, at the tine of a nenber's election to transfer to the

defined benefit program the nenber's optional program account

does not contain the total anpbunt required to be transferred

to the defined benefit program the nenber nust pay the

remai ni ng bal ance. |If the nmenber's optional program account

contains nore than the anpbunt required to be transferred to

t he defined benefit program such additional anmount shal

renmain in the nenber's optional program account.

3. The second el ection nust be nmade no later than 3

years after the initial election.

4. The second election shall be voided if, within 3

years of the second el ection, the participant ternminates his

or her enployment with his or her enployer for reasons other

than death or disability.
(8) ADM NI STRATI ON OF PROGRAM - -
(b)1. The state board shall select and contract with

one third-party adninistrator to provide adnministrative
services, where those services do not duplicate services

provided by the Division of Retirenent within the Departnent

of Managenent Services. Wth the approval of the state board,
4
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the third-party admnistrator nay subcontract with other
organi zations or individuals to provide conponents of the
adm ni strative services. As a cost of adm nistration, the
board nay conpensate any such contractor for its services, in
accordance with the terns of the contract, as is deened
necessary or proper by the board. The third-party
adm ni strator nmay not be an approved provider or be affiliated
wi th an approved provider.

2. These adm nistrative services include, but are not

limted to, enrollnent of eligible enpl oyees, collection of

enpl oyer contributions, disbursenent of such contributions to

approved providers in accordance with the allocation

directions of participants;services relating to consolidated

billing; individual and collective, plan-w de recordkeeping
and accounting; asset purchase, control, and safekeeping; and
di rect disbursenment of funds to and fromthe third-party

adm ni strator, the division, the board, enployers,

partici pants, approved providers, and beneficiaries. Nothing
in this section shall prevent or prohibit a bundl ed provider

fromproviding any admi nistrative or custoner service,

i ncl udi ng accounting and adni ni stration of individua

partici pant benefits and contributions; individual participant

recordkeepi ng; asset purchase, control, and saf ekeepi ng;

di rect execution of the participant's instructions as to asset

and contribution allocation; calculation of daily net asset

val ues; direct access to participant account infornation

periodic reporting to participants, at |east quarterly, on

account bal ances and transacti ons.

3. The state board shall select and contract with one
or nore organi zations to provide educational services. Wth
approval of the board, the organi zations nmay subcontract with
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ot her organizations or individuals to provide conponents of
t he educati onal services. As a cost of adm nistration, the
board nay conpensate any such contractor for its services in
accordance with the terns of the contract, as is deened
necessary or proper by the board. The educati on organization
may not be an approved provider or be affiliated with an
approved provider.

4. Educational services shall be designed by the board
and departnment to assist enployers, eligible enployees,
partici pants, and beneficiaries in order to nmaintain
conpliance with United States Departnent of Labor regulations
under s. 404(c) of the Enployee Retirenent Incone Security Act
of 1974 and to assist enployees in their choice of defined
benefit or defined contribution retirenment alternatives.
Educati onal services include, but are not limted to,

di ssem nati ng educational naterials; providing retirenent

pl anni ng education; explaining the differences between the
defined benefit retirenent plan and the defined contribution
retirenent plan; and offering financial planning guidance on
matters such as investnent diversification, investnent risks,
i nvestnent costs, and asset allocation. An approved provider
may al so provi de educational information, including retirenent
pl anni ng and i nvestnment allocation information concerning its
products and services.

(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 performance of
approved providers and investnent products to which enpl oyees
may direct retirenent contributions under the program In
accordance with such policy and procedures, the board shal

6
iginal & 9 copies 03/ 15/
02: 16

01
pm 00347-sa -064963




© 00 N o O W DN P

W WNNNNMNNMNNNMNNNNRRRRRPRPEPR R R R
P O © 0 N O 00~ WNERPLO O N D WwNPRER O

HOUSE AMENDVMENT
Bill No. HB 347
Anmendnent No. (for drafter's use only)

designate and contract with five fer—anunber—ofinvestrent
produets—as—determnetd—by—the—board—TFheboard—shatt—seteet
oefte or nore bundl ed providers who of fer ni ne mitipte

i nvestnent products and rel ated services, including at |east
one provi der who offers guaranteed annuities when—suech—an

avestwent—produets. The board shall review and nanage al

educati onal materials, contract terns, fee schedul es, and

ot her aspects of the approved provider relationships to ensure
that no provider is unduly favored or penalized by virtue of
its status within the plan.

(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 Enployee Optional Retirenent Program
nmust offer a diversified mx of |owcost investnent products
that span the risk-return spectrum and shall include a

guar ant eed account as well as investnment products that offer

the option of receiving lifetine incone consistent with the

long-termretirenent security of a pension plan and sinilar to

the lifetine i ncone benefit provided by the Florida Retirenent

System
2. lInvestnent options or products offered by the group

of approved providers nay include nutual funds, group annuity
contracts, individual retirenent annuities, interests in
trusts, collective trusts, separate accounts, and other such
financial instrunments, and shall include products that give

partici pants the option of conmitting their contributions for

an extended tine period in an effort to obtain higher returns
7
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than could be obtai ned frominvestnent products offering ful

liquidity.

3. The board shall not contract with any provider that
i nposes a front-end, back-end, contingent, or deferred sales
charge, or any other fee that limts or restricts the ability
of participants to select any investnent product available in
the optional program This prohibition shall not apply to fees

or charges that are inposed on withdrawals from products that

gi ve participants the option of commtting their contributions

for an extended tine period in an effort to obtain higher

returns than could be obtained frominvestnent products

offering full liquidity.

4. Fees or charges for insurance features, such as

nortality and expense risk charges, shall be reasonabl e

relative to the benefits provided.

(f)1. An approved provider shall conply with al

appl i cabl e federal and state securities and insurance | aws and

regul ations, as well as the applicable rules and guidelines of
the National Association of Securities Deal ers (NASD)
governing the ethical nmarketing of investnent products. In

furtherance of this nmandate, an approved provider nust agree

inits contract with the board to establish and maintain a

conpl i ance education and nonitoring systemto supervise the

activities of all personnel who directly comrunicate with

i ndi vidual participants and recommend i nvest nent products,

whi ch systemis consistent with NASD rul es.

2. Approved provider personnel who directly

communi cate with individual participants and who recomrend

i nvest nent products shall make an i ndependent and unbi ased

determ nation as to whether an investnent product is suitable

for a particular participant.
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3. The board shall devel op procedures to receive and

resolve participant conplaints against a provider, and, when

appropriate, refer such conplaints to the appropriate

regul atory agency.

4. Approved providers shall be responsible for the

accuracy of all information presented to participants. An

approved provider shall not represent itself to participants

as the sole provider of investnent products or services under

the optional retirenent program Any participant inquiries to

an approved provider regarding the products or services of

anot her approved provider shall be referred to the third party

adm ni strator.

5. Approved providers are prohibited fromselling any

custoner list or participant identification infornmation

generated through their offering of products or services

t hrough the optional retirement program

================ T | TLE A MENDMENT ===============
And the title is anended as foll ows:

On page 1, lines 6 through 8,
renove fromthe title of the bill: all of said |ines

and insert in lieu thereof:
the program revising sumrequired for
participant transfer; limting participants
second el ection; providing requirenents for
approved providers regarding federal and state
| aws and regul ations, and for comruni cations
Wi th partici pants;
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