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1 CHAMBER ACTI ON
2
3
4
5
6/ The Committee on State Adm nistration recomends the follow ng:
7
8 Conmittee Substitute
9 Renove the entire bill and insert:
10 A Dbill to be entitled
11 An act relating to the Florida Retirenment System anending
12 s. 121.091, F.S.; increasing the period of tinme in which
13 certain nenbers of the systemwho are enpl oyed as
14 instructional personnel in grades K-12 may participate in
15 the DROP; providing a time period for certain retired
16 menbers to participate in the DROP;, providing an effective
17 dat e.
18
19| Be It Enacted by the Legislature of the State of Florida:
20
21 Section 1. Subsection (13) of section 121.091, Florida
22| Statutes, is anended to read:
23 121.091 Benefits payabl e under the system--Benefits nmay
24| not be paid under this section unless the nenber has term nated
25| enploynment as provided in s. 121.021(39)(a) or begun
26| participation in the Deferred Retirenent Option Program as
27| provided in subsection (13), and a proper application has been
28| filed in the manner prescribed by the departnment. The depart nent
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29| may cancel an application for retirenent benefits when the

30| nenber or beneficiary fails to tinely provide the information

31| and docunents required by this chapter and the departnent's

32| rules. The departnent shall adopt rul es establishing procedures
33| for application for retirement benefits and for the cancell ation
34| of such application when the required infornmati on or docunents
35| are not received.

36 (13) DEFERRED RETI REMENT OPTI ON PROGRAM - -1 n general, and
37| subject to the provisions of this section, the Deferred

38| Retirenment Option Program hereinafter referred to as the DROP
39| is a programunder which an eligible nmenber of the Florida

40| Retirement Systemmay elect to participate, deferring receipt of
41| retirement benefits while continuing enploynent with his or her
42| Florida Retirenent System enployer. The deferred nonthly

43| benefits shall accrue in the System Trust Fund on behal f of the
44| participant, plus interest conmpounded nonthly, for the specified
45| period of the DROP participation, as provided in paragraph (c).
46| Upon term nation of enploynent, the participant shall receive

47| the total DROP benefits and begin to receive the previously

48| determned normal retirenment benefits. Participation in the DROP
49| does not guarantee enploynment for the specified period of DROP
50 (a) Eligibility of menber to participate in the DROP.--A
51| active Florida Retirenment System nmenbers in a regularly

52| established position, and all active nenbers of either the

53| Teachers' Retirenent System established in chapter 238 or the

54| State and County O ficers' and Enpl oyees' Retirenent System

55| established in chapter 122 which systens are consolidated wthin
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56| the Florida Retirenment Systemunder s. 121.011, are eligible to
57| elect participation in the DROP provided that:

58 1. The nmenber is not a renewed nmenber of the Florida

59| Retirenent Systemunder s. 121.122, or a nenber of the State

60| Community Coll ege System Optional Retirenent Program under s.

61| 121.051, the Seni or Managenent Service Optional Annuity Program
62| under s. 121.055, or the optional retirenment programfor the

63| State University Systemunder s. 121. 35.

64 2. Except as provided in subparagraph 6., election to

65| participate is made wthin 12 nonths imediately foll ow ng the
66| date on which the nmenber first reaches normal retirenment date,
67| or, for a nenber who reaches normal retirenent date based on

68| service before he or she reaches age 62, or age 55 for Special
69| Risk O ass nenbers, election to participate may be deferred to
70| the 12 nonths immediately followi ng the date the nenber attains
71| 57, or age 52 for Special Ri sk Cass nenbers. For a nenmber who
72| first reached normal retirement date or the deferred eligibility
73| date described above prior to the effective date of this

74| section, election to participate shall be made within 12 nont hs
75| after the effective date of this section. A nenber who fails to
76| make an election within such 12-nmonth linmtation period shal

770 forfeit all rights to participate in the DROP. The nenber shal
78| advise his or her enployer and the division in witing of the
79| date on which the DROP shall begin. Such begi nning date may be
80| subsequent to the 12-nonth el ection period, but nust be within
81| the 60-nmonth or, with respect to nenbers who are instructiona
82| personnel as defined in s. 1012.01(2)(a)-(d), in grades K-12,

83| the 96-nonth |imtation period as provided in subparagraph (b)1.
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84| \When establishing eligibility of the nmenber to participate in
85 the DROP for the 60-nmonth or, with respect to nenbers who are
86| instructional personnel as defined in s. 1012.01(2)(a)-(d), in

87| grades K-12, the 96-nonth nmaxi num participation period, the

88| nmenber may elect to include or exclude any optional service

89| credit purchased by the nmenber fromthe total service used to
90| establish the normal retirenent date. A nenber with dual nornal
91| retirenent dates shall be eligible to elect to participate in
92| DROP within 12 nonths after attaining normal retirenent date in
93| either class.

9 3. The enpl oyer of a nmenber electing to participate in the
95| DROP, or enployers if dually enployed, shall acknow edge in

96| witing to the division the date the nenber's participation in
971 the DROP begins and the date the nenber's enpl oynent and DROP
98| participation will term nate.

99 4. Sinmul taneous enploynment of a participant by additiona
100| Florida Retirenment System enployers subsequent to the

101| comrencenent of participation in the DROP shall be perm ssible
102| provided such enpl oyers acknow edge in witing a DROP

103| term nation date no later than the participant's existing

104| term nation date or the 60-nonth Iimtation period as provided
105| i n subparagraph(b)1.

106 5. A DROP participant may change enpl oyers whil e

107| participating in the DROP, subject to the follow ng:

108 a. A change of enploynent nust take place w thout a break
109| in service so that the nmenber receives salary for each nonth of
110| continuous DROP participation. If a nenber receives no salary

111| during a nonth, DROP participation shall cease unless the
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112| enpl oyer verifies a continuation of the enploynment relationship
113| for such participant pursuant to s. 121.021(39)(b).

114 b. Such participant and new enpl oyer shall notify the

115| division on fornms required by the division as to the identity of
116 the new enpl oyer.

117 c. The new enpl oyer shall acknow edge, in witing, the

118| participant's DROP term nation date, which may be extended but

119| not beyond the original 60-nonth or, with respect to nenbers who

120 are instructional personnel as defined in s. 1012.01(2)(a)-(d),

121| in grades K- 12, the 96-nonth period provided in subparagraph

122| (b)1., shall acknow edge liability for any additional retirenent
123| contributions and interest required if the participant fails to
124 tinely term nate enploynent, and shall be subject to the

125| adjustnment required in sub-subparagraph (c)5.d.

126 6. Effective July 1, 2001, for instructional personnel as
127| defined in s. 1012.01(2), election to participate in the DROP
128| shall be made at any tinme follow ng the date on which the nmenber
129 first reaches normal retirenment date. The nenber shall advise
130 his or her enployer and the division in witing of the date on
131 which the Deferred Retirenent Option Program shall begin. Wen
132| establishing eligibility of the nmenber to participate in the

133| DROP for the 60-nonth or, with respect to nmenbers who are

134| instructional personnel as defined in s. 1012.01(2)(a)-(d), in

135| grades K-12, the 96-nonth maxi mum participation period, as

136| provided in subparagraph(b)1., the nenber may elect to include
137| or exclude any optional service credit purchased by the nmenber

138 fromthe total service used to establish the normal retirenent
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139| date. A nenmber with dual normal retirenment dates shall be

140 eligible to elect to participate in either class.

141 (b) Participation in the DROP.--

142 1. An eligible nenber may el ect to participate in the DROP
143| for a period not to exceed a maxi nrum of 60 cal endar nonths or,
144 with respect to nenbers who are instructional personnel as

145| defined in s. 1012.01(2)(a)-(d), in grades K-12, a naxi hum of
146| 96-nonths imediately follow ng the date on which the nenber

147\ first reaches his or her normal retirenment date or the date to
148 which he or she is eligible to defer his or her election to

149| participate as provided in subparagraph (a)2. However, a nenber
150 who has reached normal retirement date prior to the effective
151| date of the DROP shall be eligible to participate in the DROP
152 for a period of tine not to exceed 60 cal endar nonths or, with
153| respect to nenbers who are instructional personnel as defined in
154 s. 1012.01(2)(a)-(d), in grades K-12, 96 cal endar nonths

155| imediately followng the effective date of the DROP, except a

156| nmenber of the Special Risk Cass who has reached nor nal

157| retirenment date prior to the effective date of the DROP and

158| whose total accrued val ue exceeds 75 percent of average final
159| conpensation as of his or her effective date of retirenent shal
160 be eligible to participate in the DROP for no nore than 36

161| cal endar nonths imediately following the effective date of the
162| DROP.

163 2. Upon deciding to participate in the DROP, the nenber
164| shall submt, on fornms required by the division:

165 a. Awitten election to participate in the DROP
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166 b. Selection of the DROP participation and term nation

167| dates, which satisfy the Iimtations stated in paragraph(a) and
168| subparagraph 1. Such term nation date shall be in a binding

169| letter of resignation with the enployer, establishing a deferred
170| term nation date. The nenber may change the term nation date

171 within the limtations of subparagraph 1., but only with the

172 written approval of his or her enployer;

173 c. A properly conpleted DROP application for service
174| retirenment as provided in this section; and

175 d. Any other information required by the division.
176 3. The DROP participant shall be a retiree under the

177 Florida Retirenment Systemfor all purposes, except for paragraph
178| (5)(f) and subsection (9) and ss. 112.3173, 112.363, 121.053,
179 and 121.122. However, participation in the DROP does not alter
180| the participant's enploynent status and such enpl oyee shall not
181| be deened retired fromenploynment until his or her deferred

182| resignation is effective and term nation occurs as provided in
183 s. 121.021(39).

184 4. Elected officers shall be eligible to participate in
185 the DROP subject to the foll ow ng:
186 a. An elected officer who reaches nornmal retirenent date

187| during a termof office may defer the election to participate in
188| the DROP until the next succeeding termin that office. Such

189| elected officer who exercises this option nmay participate in the
190| DROP for up to 60 cal endar nonths or a period of no | onger than
191| such succeeding termof office, whichever is |ess.

192 b. An elected or a nonelected participant may run for a

193] termof office while participating in DROP and, if el ected,
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194| extend the DROP ternination date accordingly, except, however,
195| if such additional termof office exceeds the 60-nonth or, with
196| respect to nmenbers who are instructional personnel as defined in
197 s. 1012.01(2)(a)-(d), in grades K-12, the 96-nonth limtation
198| established in subparagraph 1., and the officer does not resign
199 fromoffice within such 60-penth |limtation, the retirenment and

200 the participant's DROP shall be null and void as provided in
201| sub-subparagraph (c)5.d.

202 c. An elected officer who is dually enployed and elects to
203| participate in DROP shall be required to satisfy the definition
204 of termnation within the 60-senrth limtation period as provided
205| in subparagraph 1. for the nonel ected position and may continue
206 enploynment as an elected officer as provided in s. 121.053. The
207| elected officer will be enrolled as a renewed nenber in the

208| Elected Oficers' Cass or the Regular Class, as provided in ss.
209 121.053 and 121.22, on the first day of the nonth after

210 term nation of enploynent in the nonel ected position and

211| termnation of DROP. Distribution of the DROP benefits shall be
212 made as provided in paragraph(c).

213 (c) Benefits payable under the DROP. --

214 1. Effective with the date of DROP participation, the

215 menber's initial normal nonthly benefit, including creditable
216/ service, optional form of paynent, and average fina

217| conpensation, and the effective date of retirenent shall be

218| fixed. The beneficiary established under the Florida Retirenent
219 Systemshall be the beneficiary eligible to receive any DROP
220 benefits payable if the DROP participant dies prior to the

221| conpletion of the period of DROP participation. In the event a
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222| joint annuitant predeceases the nenber, the nenber nay nane a
223| beneficiary to receive accunul ated DROP benefits payabl e. Such
224| retirenment benefit, the annual cost of |iving adjustnments

225| provided in s. 121.101, and interest shall accrue nonthly in the
226| System Trust Fund. Such interest shall accrue at an effective
227 annual rate of 6.5 percent conpounded nonthly, on the prior

228 nonth's accunul at ed endi ng bal ance, up to the nonth of

229| termnation or death.

230 2. Each enpl oyee who elects to participate in the DROP

231| shall be allowed to elect to receive a | unp-sum paynent for

232| accrued annual |eave earned in accordance wi th agency policy

233| upon beginning participation in the DROP. Such accumnul ated | eave
234| paynent certified to the division upon cormencenent of DROP

235| shall be included in the calculation of the nenber's average

236/ final conpensation. The enpl oyee el ecting such | unp-sum paynent
237 upon beginning participation in DROP will not be eligible to

238| receive a second | unp-sum paynent upon term nation, except to
239 the extent the enployee has earned additional annual |eave which
240 conbined with the original paynent does not exceed the maxi num
241 | unp-sum paynent allowed by the enploying agency's policy or

242\ rules. Such early |unp-sum paynent shall be based on the hourly
243 wage of the enployee at the tinme he or she begins participation
244! in the DROP. If the nenber elects to wait and receive such | unp-
245 sum paynent upon term nation of DROP and term nation of

246/ enploynment with the enployer, any accunul ated | eave paynent nade
247| at that tinme cannot be included in the nmenber's retirenent

248| benefit, which was determ ned and fixed by | aw when the enpl oyee
249 elected to participate in the DROP.
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250 3. The effective date of DROP participation and the

251| effective date of retirenment of a DROP participant shall be the
252| first day of the nonth selected by the nenber to begin

253| participation in the DROP, provided such date is properly

254| established, with the witten confirmation of the enployer, and
255 the approval of the division, on fornms required by the division.
256 4. Normal retirenment benefits and interest thereon shal
257| continue to accrue in the DROP until the established term nation
258| date of the DROP, or until the participant term nates enpl oynent
259| or dies prior to such date. Although individual DROP accounts
260 shall not be established, a separate accounting of each

261| participant's accrued benefits under the DROP shall be

262| cal cul ated and provided to partici pants.

263 5. At the conclusion of the participant's DROP, the

264 division shall distribute the participant's total accumul ated
265 DROP benefits, subject to the follow ng provisions:

266 a. The division shall receive verification by the

267| participant's enployer or enployers that such participant has
268| term nated enploynent as provided in s. 121.021(39)(Db).

269 b. The term nated DROP participant or, if deceased, such
270 participant's naned beneficiary, shall elect on forns provided
271 by the division to receive paynent of the DROP benefits in

272| accordance with one of the options |isted below. For a

273| participant or beneficiary who fails to elect a nethod of

274 paynment within 60 days of term nation of the DROP, the division
275 will pay a lunp sum as provided in sub-sub-subparagraph (1).
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276 (1) Lunp sum--Al accrued DROP benefits, plus interest,
277| less wthholding taxes remtted to the Internal Revenue Service,
278 shall be paid to the DROP participant or surviving beneficiary.
279 (I'') Drect rollover.--Al accrued DROP benefits, plus

280| interest, shall be paid fromthe DROP directly to the custodian
281 of an eligible retirenent plan as defined in s. 402(c)(8)(B) of
282| the Internal Revenue Code. However, in the case of an eligible
283| rollover distribution to the surviving spouse of a deceased

284| participant, an eligible retirenment plan is an individual

285/ retirement account or an individual retirenment annuity as

286 described in s. 402(c)(9) of the Internal Revenue Code.

287 (rrr) Partial lTunp sum--A portion of the accrued DROP

288| benefits shall be paid to the DROP participant or surviving

289| spouse, less withholding taxes remtted to the Internal Revenue
290 Service, and the remaining DROP benefits shall be transferred
291| directly to the custodian of an eligible retirenent plan as

292| defined in s. 402(c)(8)(B) of the Internal Revenue Code.

293 However, in the case of an eligible rollover distribution to the
294 surviving spouse of a deceased participant, an eligible

295| retirenment plan is an individual retirenment account or an

296 individual retirenent annuity as described in s. 402(c)(9) of
297| the Internal Revenue Code. The proportions shall be specified by
298| the DROP participant or surviving beneficiary.

299 c. The formof paynent selected by the DROP partici pant or
300 surviving beneficiary conplies with the m ninumdistribution

301| requirenents of the Internal Revenue Code.

302 d. A DRCP participant who fails to term nate enpl oynent as
303 defined in s. 121.021(39)(b) shall be deenmed not to be retired,
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304| and the DROP election shall be null and void. Florida Retirenent
305 System nenbership shall be reestablished retroactively to the
306 date of the commencenent of the DROP, and each enployer with
307| whomthe participant continues enploynent shall be required to
308 pay to the System Trust Fund the difference between the DROP
309 contributions paid in paragraph (i) and the contributions

310 required for the applicable Florida Retirenment System cl ass of
311 nenbership during the period the nenber participated in the
312| DROP, plus 6.5 percent interest conmpounded annual ly.

313 6. The accrued benefits of any DROP participant, and any
314 contributions accumul ated under such program shall not be

315| subject to assignnment, execution, attachnent, or to any | egal
316/ process what soever, except for qualified donmestic relations
317| orders by a court of conpetent jurisdiction, income deduction

318 orders as provided in s. 61.1301, and federal incone tax |evies.

319 7. DROP participants shall not be eligible for disability
320 retirenment benefits as provided in subsection(4).

321 (d) Death benefits under the DROP. --

322 1. Upon the death of a DROP participant, the naned

323| beneficiary shall be entitled to apply for and receive the

324| accrued benefits in the DROP as provided in sub-

325| subparagraph(c)5. b.

326 2. The normal retirement benefit accrued to the DROP

327 during the nonth of a participant's death shall be the final

328/ nonthly benefit credited for such DROP partici pant.

329 3. Eligibility to participate in the DROP term nates upon
330 death of the participant. If the participant dies on or after
331 the effective date of enrollnent in the DROP, but prior to the
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332 first nonthly benefit being credited to the DROP, Florida

333 Retirenment System benefits shall be paid in accordance with

334| subparagraph (7)(c)1. or subparagraph 2.

335 4. A DROP participants' survivors shall not be eligible to
336| receive Florida Retirement System death benefits as provided in
337\ paragraph (7)(d).

338 (e) Cost-of-living adjustnent.--On each July 1, the

339| participants' normal retirenment benefit shall be increased as
340 provided in s. 121.101.

341 (f) Retiree health insurance subsidy.--DROP participants
342 are not eligible to apply for the retiree health insurance

343| subsidy paynments as provided in s. 112.363 until such

344| participants have term nated enpl oynent and participation in the
345 DROP.

346 (g) Renewed nenbership.--DROP participants shall not be
347 eligible for renewed nmenbership in the Florida Retirenent System
348 wunder ss. 121.053 and 121.122 until term nation of enploynent is
349| effectuated as provided in s. 121.021(39)(b).

350 (h) Enploynent limtation after DROP participation.--Upon
351| satisfying the definition of termnation of enploynent as

352| provided in s. 121.021(39)(b), DROP participants shall be

353| subject to such reenploynent |imtations as other retirees.

354 Reenpl oynment restrictions applicable to retirees as provided in
355 subsection (9) shall not apply to DROP participants until their
356/ enploynment and participation in the DROP are term nated.

357 (i) Contributions.--

358 1. Al enployers paying the salary of a DROP parti ci pant
359 filling a regularly established position shall contribute 8.0
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360 percent of such participant's gross conpensation for the period
361 of July 1, 2002, through June 30, 2003, and 11.56 percent of

362 such conpensation thereafter, which shall constitute the entire
363| enployer DROP contribution with respect to such participant.

364 Such contributions, payable to the System Trust Fund in the sane
365 nmanner as required in s. 121.071, shall be made as appropriate
366/ for each pay period and are in addition to contributions

367 required for social security and the Retiree Health |Insurance
368| Subsidy Trust Fund. Such enpl oyer, social security, and health
369| insurance subsidy contributions are not included in the DROP.
370 2. The enployer shall, in addition to subparagraph 1.

371 also withhold one-half of the entire social security

372 contribution required for the participant. Contributions for

373| social security by each participant and each enployer, in the
374 amount required for social security coverage as now or hereafter
375 provided by the federal Social Security Act, shall be in

376/ addition to contributions specified in subparagraph 1.

377 3. Al enployers paying the salary of a DROP participant
378| filling a regularly established position shall contribute the
379| percent of such participant's gross conpensation required in s.
380 121.071(4), which shall constitute the enployer's health

381| insurance subsidy contribution with respect to such participant.
382 Such contributions shall be deposited by the adm nistrator in
383| the Retiree Health Insurance Subsidy Trust Fund.

384 (j) Forfeiture of retirenment benefits.--Nothing in this
385/ section shall be construed to renove DROP participants fromthe
386| scope of s. 8(d), Art. Il of the State Constitution, s.

387 112.3173, and paragraph (5)(f). DROP participants who commt a
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388| specified felony offense while enployed will be subject to

389 forfeiture of all retirement benefits, including DROP benefits,
390 pursuant to those provisions of |aw

391 (k) Adm nistration of program--The division shall nake
392 such rules as are necessary for the effective and efficient

393| administration of this subsection. The division shall not be

394| required to advise nmenbers of the federal tax consequences of an
395 election related to the DROP but nay advi se nenbers to seek

396| i ndependent advi ce.

397 Section 2. Commencing on July 1, 2003, there shall be a

398| one-tine period of 45 days in which nmenbers of the Florida

399| Retirement System who have reached nornmal retirenent date and

400 have not retired and did not elect to participate in the DROP

401| within one year of reaching nornmal retirenent age may elect to

402| participate in the program

403 Section 3. The Legislature finds that a proper and

404! legitimate state purpose i s served when enpl oyees and retirees

405| of the state and of its political subdivisions, and the

406/ dependants, survivors, and beneficiaries of such enpl oyees and

407| retirees, are extended the basic protections afforded by

408| governnental retirenment systens that provide fair and adequate

409| benefits and that are managed, adm ni stered, and funded in an

410 actuarially sound manner, as required by s. 14, Art. X of the
411 State Constitution and part VII of chapter 112, Florida
412| Statutes. Therefore, the Legislature hereby determ nes and

413| declares that the provisions of this act fulfill an inportant

414 state interest.
415 Section 4. This act shall take effect June 30, 20083.
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