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FOR CONSIDERATION By the Committee on Community Affairs

578-01704A-14 20147046
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A bill to be entitled
An act relating to the Florida Retirement System;
providing a directive to the Division of Law Revision
and Information; creating s. 121.601, F.S.; providing
definitions; creating s. 121.602, F.S.; requiring the
Trustees of the State Board of Administration to
establish the Florida Retirement System Cash Balance
Plan; requiring employees and employers to make
contributions for funding the plan; providing that the
plan provide a lump-sum or annuity benefit; providing
procedures for employees who are members of the
pension plan or investment plan before a certain date
to transfer to the cash balance plan; providing
procedures for employees employed after a certain date
to be enrolled in the investment plan or cash balance
plan; providing for the distribution of employee and
employer contributions and credits to the cash balance
plan; providing for the establishment of employee
annuity savings accounts and employer retirement
annuity accounts; providing vesting requirements;
providing for the payment of benefits, including
disability and death benefits, and the designation of
a beneficiary; providing for the purchase of
creditable service; providing eligibility for the
retiree health insurance subsidy and social security
coverage; providing for the education of members about
the cash balance plan and requiring the state board to
provide certain information to members on a quarterly

basis; requiring the plan to conform to Internal
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Revenue Code requirements; authorizing the state board
to adopt rules relating to maintaining federal status;
providing for plan administration and imposing
fiduciary standards on such management; requiring an
annual actuarial analysis of the plan; directing the
Investment Advisory Council to make recommendations to
the board of directors; requiring the development and
adoption of an Investment Policy Statement; amending
s. 112.363, F.S., relating to the retiree health
insurance subsidy; conforming provisions to changes
made by the act; amending ss. 121.011 and 121.012,
F.S.; conforming cross-references; amending s.
121.021, F.S.; revising the definition of “Florida
Retirement System” to conform to changes made by the
act; amending s. 121.051, F.S.; prohibiting employees
from enrolling in the pension plan after a certain
date; providing exceptions; amending s. 121.052, F.S.;
prohibiting elected officials from joining the Senior
Management Service Class after a specified date;
amending s. 121.055, F.S.; prohibiting an elected
official eligible for membership in the Elected
Officers’ Class from enrolling in Senior Management
Service Class or Senior Management Service Optional
Annuity Program; closing the Senior Management Service
Optional Annuity Program to new members after a
specified date; amending s. 121.091, F.S., relating to
benefits payable under the Florida Retirement System;
conforming provisions to changes made by the act;

amending s. 121.151, F.S., relating to the investment
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of retirement funds; conforming provisions to changes
made by the act; amending s. 121.35, F.S.; authorizing
participants in the optional retirement program for
the State University System to enroll in the cash
balance plan as of a specified date; amending s.
121.4501, F.S., relating to the Florida Retirement
System Investment Plan; limiting the ability of
members to enroll in the pension plan after a
specified date; consolidating provisions relating to
past plan elections; providing for certain employees
enrolled in the pension or investment plan to transfer
to the cash balance plan; providing for the
administration of the cash balance plan; revising the
education component to include the cash balance plan;
making conforming changes; amending s. 121.70, F.S.,
relating to legislative purposes for funding
retirement benefits; conforming provisions to changes
made by the act; amending s. 121.71, F.S., relating to
the calculation of contribution rates; conforming
provisions to changes made by the act; creating s.
121.721, F.S.; establishing contribution rates for the
cash balance plan; specifying how interest credit
rates are to be calculated; amending s. 121.73, F.S.;
expanding the section relating to allocations for
disability coverage to also include coverage for
members killed in the line of duty; conforming
provisions to changes made by the act; amending s.
121.74, F.S.; conforming provisions to changes made by

the act; amending s. 121.76, F.S.; conforming a
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reference; amending s. 121.78, F.S.; revising
provisions relating to the payment and distribution of
contributions to accommodate members of the cash
balance plan; amending s. 213.136, F.S.; conforming
provisions to changes made by the act; amending ss.
238.072, and 413.051, F.S.; conforming cross-
references; providing that the act fulfils an
important state interest; adjusting the required
employer contribution rates for the unfunded actuarial
liability of the Florida Retirement System for select
classes; providing a directive to the Division of Law
Revision and Information; requiring the state board to
request a determination letter from the Internal

Revenue Service; providing an effective date.

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

Section 1. The Division of Law Revision and Information is

directed to redesignate present part III of chapter 121, Florida

Statutes, consisting of ss. 121.70-121.78, Florida Statutes, as

part IV, and to create a new part III of chapter 121, Florida
Statutes, consisting of ss. 121.601 and 121.602, Florida

Statutes, to be entitled “Florida Retirement System Cash Balance

Plan.”

Section 2. Section 121.601, Florida Statutes, is created to
read:

121.601 Definitions.—As used in this part, the term:

(1) “Active member” means a member who is actively employed

by a participating employer.
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117 (2) “Annuity savings account” means the account maintained

118 for member contributions.

119 (3) “Approved provider” means a private sector company that

120 is selected and approved by the state board to offer annuity

121| products to the cash balance plan.

122 (4) “Cash balance plan” means the Florida Retirement System

123 Cash Balance Plan created under this part.

124 (5) “Covered employment” means employment in a regularly

125 established position as defined in s. 121.021(52).

126 (6) “Covered position” means a position with a covered

127| employer that is eligible for membership in the Florida

128 Retirement System.

129 (7) “De minimis account” means an account containing

130 employer and employee contributions of up to $5,000 made under

131 this chapter.

132 (8) “Electronic means” means telephone transmission if the

133| required information is received on a recorded line, or the

134 Internet if the required information is captured online.

135 (9) “Eligible employee” means an officer or employee, as
136| defined in s. 121.021(11), who:

137 (a) Is a member of, or is eligible for membership in, the

138 Florida Retirement System, including a renewed member of the

139| Florida Retirement System initially enrolled before July 1,
140 2010; or

141 (b) Participates in, or is eligible to participate in, the

142 Senior Management Service Optional Annuity Program established

143| under s. 121.055(6), the State Community College System Optional

144 Retirement Program established under s. 121.051(2) (c), or the

145 State University System Optional Retirement Program established
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1406 under s. 121.35.
147

148 The term does not include a member participating in the Deferred

149| Retirement Option Program established under s. 121.091(13), a

150| retiree of a state-administered retirement system initially

151 reemployed in a regularly established position on or after July

152 1, 2010, or a compulsory participant of the State University

153 System Optional Retirement Program established under s. 121.35.

154 (10) “Member” or “employee” means an eligible employee who

155| enrolls in the cash balance plan as provided in this section, or

156 a beneficiary or alternate payee of a member or employee.

157 (11) “Member contributions” or “employee contributions”

158 means the sum of all amounts deducted from the salary of a

159| member by his or her employer in accordance with s. 121.71(3)

160 and credited to his or her individual annuity savings account in

161 the cash balance plan, plus any interest credits on such amounts

162 and any contributions specified in s. 121.602(4), (5), and (6).

163 (12) “Normal retirement age” means the date a member

164 attains his or her normal retirement date as provided in this

165 section, or the date a member is vested, whichever is later.

166 (13) “Normal retirement date” means the date a member

167 attains normal retirement age and is vested pursuant to this

168| part.
169 (14) “Quarter” means the 3-month period ending on the last

170 business day of September, December, March, and June of each

171 fiscal year.

172 (15) “Retiree” means a former member of the cash balance

173| plan who has terminated employment and taken a benefit as

174 provided in s. 121.602(8), other than a mandatory distribution
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of a de minimis account authorized by the state board or a

minimum required distribution provided pursuant to s. 401 (a) of

the Internal Revenue Code.

(16) “Retirement annuity account” means the account

established for the employer credits of a member.

(17) “Terminated” or “termination” occurs when a member

ceases all employment relationships with participating employers

for 3 calendar months. However, if a member is employed by a

participating employer within the next 6 calendar months,

termination i1s deemed not to have occurred. A leave of absence

constitutes a continuation of the employment relationship,

except that a leave of absence without pay due to disability may

constitute termination if such member applies for and is

approved for disability retirement in accordance with s.

121.602(9) . The department or state board may require other

evidence of termination as it deems necessary.

(18) “Wested” or “vesting” means the guarantee that a

member is eligible to receive a future retirement benefit upon

completion of the required years of service for the employee’s

class of membership even though the member may have terminated

covered employment before reaching the normal or early

retirement date. Under the cash balance plan, a member is deemed

to be vested and to have met the required years of service after

completing 5 years of creditable service.

Section 3. Section 121.602, Florida Statutes, is created to

read:

121.602 Florida Retirement System Cash Balance Plan.—

(1) CREATION.—The Trustees of the State Board of

Administration shall establish a cash balance program called the
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204 “Florida Retirement System Cash Balance Plan” for members of the

205 Florida Retirement System under which retirement benefits will

206| be provided for eligible employees who elect to participate in
207 the plan.

208 (a) The plan must be a qualified governmental plan pursuant

209 to ss. 401 (a) and 414 (d) of the Internal Revenue Code and

210 related regulations. Assets of the plan shall be held in trust

211 for the Florida Retirement System. The employer and employee

212 shall make contributions, as provided in this section and ss.

213 121.571 and 121.71, to the Florida Retirement System Cash

2141 Balance Trust Fund for funding the benefits of the plan.

215 (b) The state board shall establish a retirement annuity

216 account for each member of the cash balance plan, which shall be

217 credited with employer credits plus interest credits on the

218| employer credits. The retirement annuity account shall be used

219 to determine the amount of a lump-sum distribution or an annuity

220| benefit for a vested member upon retirement as provided under

221 this part.
2272 (c) The state board shall establish an annuity savings

223 account for each member of the plan, which shall be credited

224 with employee contributions plus interest credits on the

225| employee contributions. For a vested member, the annuity savings

226| account shall be used to fund the member’s lump-sum distribution

227 or annuity benefits upon retirement.

228 (d) The design and administration of the plan must comply

229 with all applicable provisions of the Internal Revenue Code. The

230 Legislature may amend the plan to comply with applicable federal

231 laws and regulations.

232 (2) RETIREMENT SERVICE CREDIT; TRANSFER OF BENEFITS.—
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(a) A member of the pension plan or the investment plan who

is employed in a regqularly established position with a

participating employer may elect to:

1. Retain membership in the pension plan or investment

plan; or

2. Make a one-time transfer to the cash balance plan at any

time during his or her active career under the Florida

Retirement System in which he or she is earning service credit

in an employer-employee relationship consistent with s.

121.021(17) (b), excluding leaves of absence without pay. Such

election is effective the first day of the month following the

receipt of the election by the third-party administrator and is

not subject to requirements regarding an employer-employee

relationship or receipt of contributions for the eligible

employee in the effective month except when the election is

received by the administrator. This one-time career transfer is

irrevocable, and no other subsequent transfer is allowed.

(b) A member who uses the one-time transfer under

subparagraph (a)2. to enroll in the cash balance plan may elect

to:

1. Retain all service credit earned under the pension plan

or the investment plan as credited under the Florida Retirement

System and is entitled to a deferred benefit upon termination

from the pension plan or investment plan. However, the election

to enroll in the cash balance plan terminates the active

membership of the member in the pension plan or investment plan,

and the service of a member who has transferred to the cash

balance plan is creditable for purposes of vesting only, and not

creditable for purposes of benefit accrual under the pension
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plan or the investment plan; or

2. Elect to transfer a sum representing the present value

of the member’s accumulated benefit obligation under the pension

plan or the value of the member’s investment plan account to the

cash balance plan. Such election is effective the first day of

the month following receipt of the election by the third-party

administrator. Upon transfer, all service credit earned under

the pension plan or investment plan is nullified for purposes of

entitlement to a future benefit under the pension plan or

investment plan. Any amount transferred, regardless of the

original source of the contributions, shall be deemed to be

employer credits in the cash balance plan.

(c) If the eligible employee elects to transfer his or her

accumulated benefit obligation to the cash balance plan under

subparagraph (b)2., and:

1. The employee is a member of the pension plan, the

employee must transfer the present value of the accumulated

benefit obligation under the pension plan.

a. For purposes of this paragraph, the present value of the

member’s accumulated benefit obligation is based upon the

member’s estimated creditable service and estimated average

final compensation under the pension plan, subject to

recalculation under sub-subparagraph b. The actuarial present

value of the member’s accumulated benefit obligation is based on

the following:

(I) The discount rate and other relevant actuarial

assumptions used to value the Florida Retirement System Trust

Fund at the time the amount to be transferred is determined,

consistent with sub-sub-subparagraph (II).
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(IT) The member’s benefit commencement age, based on the

member’s estimated creditable service as of the estimate date.

(A) Except as provided under sub-sub-sub-subparagraph (B),

the benefit commencement age is the younger of the following,

which may not be younger than the member’s age as of the

estimate date:

i. For a member initially enrolled before July 1, 2011, age

62 or the age the member would attain if the member completed 30

years of service with an employer, assuming that the member

worked continuously from the estimate date, and disregarding any

vesting requirement that would otherwise apply under the pension

plan.

ii. For a member enrolled on or after July 1, 2011, age 65

or the age the member would attain if the member completed 33

years of service with an employer, assuming that the member

worked continuously from the estimate date, and disregarding any

vesting requirement that would otherwise apply under the pension

plan.

(B) The benefit commencement age for members of the Special

Risk Class and for members of the Special Risk Administrative

Support Class entitled to retain the special risk normal

retirement date is the younger of the following, which may not

be younger than the member’s age as of the estimate date:

i. For a member initially enrolled before July 1, 2011, age

55 or the age the member would attain if the member completed 25

years of service with an employer, assuming that the member

worked continuously from the estimate date, and disregarding any

vesting requirement that would otherwise apply under the pension

plan.
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ii. For a member enrolled on or after July 1, 2011, age 60

or the age the member would attain if the member completed 30

years of service with an employer, assuming that the member

worked continuously from the estimate date, and disregarding any

vesting requirement that would otherwise apply under the pension

plan.

(ITI) The calculation disregards vesting requirements and

early retirement reduction factors that would otherwise apply

under the pension plan.

b. The division shall recalculate the amount transferred

under sub-subparagraph a. within 60 days after the actual

transfer of funds based upon the member’s actual creditable

service and actual final average compensation as of the initial

date of participation in the cash balance plan. If the

recalculated amount differs from the amount transferred by $10

or more, the division shall:

(I) Transfer from the Florida Retirement System Trust Fund

to the member’s account the excess, if any, of the recalculated

amount over the previously transferred amount plus any interest

from the initial date of transfer to the date of transfer under

this subparagraph, based upon the effective annual interest rate

equal to the assumed return on the actuarial investment which

was used in the most recent actuarial valuation of the system,

compounded annually.

(II) Transfer, or cause to be transferred, from the

member’s account to the Florida Retirement System Trust Fund the

excess, 1f any, of the previously transferred amount over the

recalculated amount, plus any interest from the initial date of

transfer to the date of transfer under this subparagraph, based
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349| wupon a 6 percent effective annual interest rate, compounded

350 annually, pro rata based on the member’s allocation under the

351 cash balance plan.

352 c. If contribution adjustments are made due to any employer

353| errors or corrections, including plan corrections, following

354 recalculation of the amount transferred under this subparagraph,

355 the member is entitled to the additional contributions or is

356 responsible for returning any excess contributions resulting

357 from the correction. A return of such erroneous excess pretax

358 contribution by the plan must be made within the period allowed

359| by the Internal Revenue Service. The present value of the

360| member’s accumulated benefit obligation may not be recalculated.

361 2. The employee is a member of the investment plan, the

362| employee must transfer the sum representing the account balance

363 of the investment plan as of the transfer date.

364 a. Upon receipt of the employee contributions from the

365| member’s investment plan account, the contributions shall be

366 credited to the annuity savings account of the member.

367 b. Upon receipt of the employer contributions from the

368 member’s investment plan account, the contributions shall be

369 credited to the retirement annuity account of the member.

370 c. Within 60 days after the transfer date, the third-party

371 administrator shall transfer any residual contributions due to

372 the member of the cash balance plan for the benefit of the

373| member and credited to the retirement annuity account or the

374 annuity savings account of the member, as applicable.

375 d. If contribution adjustments are made due to employer

376| errors or corrections, including plan corrections, following

377 calculation of the amount transferred under this subparagraph,
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378 the member is entitled to the additional contributions or shall

379 return any excess contributions resulting from the correction. A

380 return of such erroneous excess pretax contribution by the plan

381| must be made within the period allowed by the Internal Revenue

382 Service.

383 3. As directed by the member, the state board shall

384 transfer the appropriate amounts to the cash balance plan within

385 30 days after the effective date of the member’s participation

386| in the cash balance plan, unless the major financial markets for

387 securities available for a transfer are seriously disrupted by

388 an unforeseen event that causes the suspension of trading on the

389| national securities exchange in the country where the securities

390| were issued. In that event, the 30-day period may be extended by

391 a resolution of the board. Transfers are not commissionable or

392 subject to other fees and may be in the form of securities or

393 cash, as determined by the board. Such securities are valued as

394 of the date of receipt in the member’s account.

395 4. If the state board receives notification from the

396 Internal Revenue Service that this paragraph or any portion of

397 this paragraph will cause the Florida Retirement System, or a

398| portion thereof, to be disqualified for tax purposes under the

399 Internal Revenue Code, the portion that will cause the

400 disqualification does not apply. Upon such notice, the board or

401 the division shall notify the presiding officers of the

402| Legislature.
403 (3) PARTICIPATION; ENROLLMENT.—

404 (a) An eligible employee who is initially employed on or

405 after July 1, 2015, in a covered position eligible to

406| participate in the Special Risk Class and who is earning service
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credit in an employer-employee relationship that is consistent

with s. 121.021(17) (b), excluding leaves of absence without pay,

shall be enrolled in the cash balance plan at the commencement

of employment.

1. The employee must elect to participate in the pension

plan, cash balance plan, or investment plan by the last business

day of the 8th month following the employee’s month of hire. The

employee’s election must be in writing or by electronic means

and filed with the third-party administrator.

2. If the employee files such election within the

prescribed time period, enrollment in the pension plan, cash

balance plan, or the investment plan is effective on the 1lst day

of employment. The retirement contributions paid through the

month of the employee plan change shall be transferred to the

pension plan, cash balance plan, or investment plan, and,

effective the 1st day of the next month, the employer and

employee shall pay the applicable contributions based on the

employee membership class in the plan.

3. If the employee fails to make an election of the cash

balance plan or investment plan by the last business day of the

8th month following the employee’s month of hire, the employee

is deemed to have elected the investment plan and will be

defaulted into the investment plan retroactively to the

employee’s date of employment.

4. The amount of the employee and employer contributions

paid before the default to the investment plan shall be

transferred to the investment plan and placed in a default fund

as designated by the state board. The employee may move the

contributions once an account is activated in the investment
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plan.
(b) An eligible employee who is initially employed on or

after July 1, 2015, in a covered position eligible to

participate in a class other than the Special Risk Class and who

is earning service credit in an employer-employee relationship

that is consistent with s. 121.021(17) (b), excluding leaves of

absence without pay, shall be enrolled in the cash balance plan

at the commencement of employment.

1. The employee must elect to participate in the cash

balance plan or the investment plan by the last business day of

the 8th month following the employee’s month of hire. The

employee’s election must be in writing or by electronic means

and filed with the third-party administrator.

2. If the employee files such election within the

prescribed time period, enrollment in the cash balance plan or

the investment plan is effective on the 1st day of employment.

The retirement contributions paid through the month of the

employee plan change shall be transferred to the cash balance

plan or the investment plan, and, effective the 1st day of the

next month, the employer and employee shall pay the applicable

contributions based on the employee membership class in the

plan.

3. If the employee fails to make an election of the cash

balance plan or investment plan by the last business day of the

8th month following the employee’s month of hire, the employee

is deemed to have elected the investment plan and will be

defaulted into the investment plan retroactively to the

employee’s date of employment.

4. The amount of the employee and employer contributions
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465| paid before the default to the investment plan shall be

466 transferred to the investment plan and placed in a default fund

467 as designated by the state board. The employee may move the

468 contributions once an account 1s activated in the investment

469| plan.

470 (c) An employee who becomes eligible to participate in the

471 cash balance plan pursuant to s. 121.051(2) (c)3. or s.

472 121.35(3) (1) may elect to participate in the cash balance plan

473| in lieu of retaining his or her membership in the State

474| Community College System Optional Retirement Program or the

475 State University System Optional Retirement Program.

476 1. The election must be made in writing or by electronic

477 means and filed with the third-party administrator.

478 2. Upon making such election, the employee shall be

479 enrolled as a member of the cash balance plan, the employee’s

480| membership in the Florida Retirement System shall be governed by

481 this part, and the employee’s participation in the State

482| Community College System Optional Retirement Program or the

483 State University System Optional Retirement Program terminates.

484 3. The employee’s enrollment in the cash balance plan is

485 effective on the first day of the month for which a full month’s

486| employer and employee contribution is made to the cash balance

487| plan.

488 (d) A retiree who is initially reemployed in a regularly

489| established position on or after July 1, 2010, is not eligible

490 to be enrolled in renewed membership in the Florida Retirement

491 System except as provided in s. 121.122.
492 (4) CONTRIBUTIONS AND CREDITS.-—

493 (a) The employee and employer shall make the required
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contributions to the cash balance plan based on a percentage of

the employee’s gross monthly compensation, as provided in s.

121.71.

(b) Employee contributions shall be deposited into the

annuity savings account of the member pursuant to s. 121.721,

and employer contributions shall be deposited into the

retirement savings account pursuant to s. 121.721.

(c) A member may not make voluntary contributions to the

cash balance plan.

(d) The state board, acting as a fiduciary to the cash

balance plan, must ensure that all plan assets are held in a

trust pursuant to s. 401 of the Internal Revenue Code. The

fiduciary must ensure that such contributions are allocated as

follows:

1. The employer and employee contribution portions

earmarked for member retirement annuity and annuity savings

accounts shall be credited to the appropriate account.

2. The employer contribution portion earmarked for

administrative and educational expenses shall be transferred to

the Florida Retirement System Cash Balance Plan Trust Fund.

3. The employer contribution portion earmarked for

disability benefits shall be transferred to the Florida

Retirement System Trust Fund.

4. The employer contribution portions earmarked for

amortization of the unfunded actuarial liability of the pension

plan and the cash balance plan shall be transferred to the

Florida Retirement System Trust Fund.

(e) The third-party administrator shall monitor and notify

employers of the maximum contribution levels allowed for members
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523| under the Internal Revenue Code. If a member contributes to any

524 other tax-deferred plan, the member must ensure that total

525| contributions made to the cash balance plan and to any other

526| such plan do not exceed the federally allowed maximum.

527 (5) ANNUITY SAVINGS ACCOUNT CREDITS.—A member’s annuity

528 savings account is the sum of the member’s mandatory credits

529| plus the interest credits on those credits.

530 (a) The service credits shall be credited as provided in s.

531 121.71 on a monthly basis.

532 (b) The interest credits shall be credited as provided in

533| s. 121.721. The Legislature reserves the right to prospectively

534 change the interest credits.

535 (c) The member’s annuity savings account is vested from the

536 date the employee becomes a member of the cash balance plan.

537 (6) EMPLOYER RETIREMENT ANNUITY CREDITS.—A member’s

538 retirement annuity account is the sum of all employer credits to

539 the account plus the interest credits on those credits.

540 (a) The service credits shall be credited on a monthly

541| Dbasis as provided in s. 121.71.

542 (b) The interest credits shall be credited as provided in

543 s. 121.721. The Legislature expressly reserves the right to

544| prospectively change the interest credits.

545 (7) VESTING REQUIREMENTS.—

546 (a) A member is fully and immediately vested in all

547 employee credits plus interest credits paid to an annuity

548 savings account as provided in subsection (5).

549 (b) A member is vested in all employer credits plus

550 interest credits paid to the retirement annuity account on

551 behalf of the member as provided in subsection (6), upon
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completion of 5 years of creditable service.

1. If a member has not vested in the member’s retirement

annuity account at termination, has not withdrawn such member’s

annuity savings account, and is reemployed as an eligible

employee within 15 years after the member’s most recent

termination, such member’s prior years of service, employer

credits, and interest credits are restored upon reemployment.

2. If a member has not vested in the member’s retirement

annuity account at termination and has not withdrawn such

member’s annuity savings account, but is not reemployed as an

eligible employee within 15 years after the member’s most recent

termination, any nonvested employer credits and interest

credits, including accompanying service credit, are forfeited.

(c) A member is vested in any benefits transferred from the

pension plan or investment plan to the cash balance plan upon

meeting the vesting requirements of the member’s membership

class set forth in s. 121.021(45) or s. 121.4501(6), as

applicable. The third-party administrator shall notify the

member when the member has satisfied the vesting period.

1. If a member has not vested in the benefit transferred

from the pension plan or investment plan at termination of

employment, has not withdrawn such member’s annuity savings

account, and is reemployed as an eligible employee within 15

years after such member’s most recent termination, the member’s

prior years of service, employer credits, and interest credits

are restored upon reemployment.

2. If a member is not vested in the benefit transferred

from the pension plan or investment plan at termination of

employment, has not withdrawn such member’s annuity savings
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581 account, and is not reemployed as an eligible employee within 15

582 years after such member’s most recent termination, such member’s

583| prior years of service, employer credits, and interest credits
584 shall be forfeited.

585 (d) If the member elects to receive any of his or her

586| wvested annuity savings account upon termination of employment as

587 provided in s. 121.021(39) (a), except for a mandatory

588 distribution of a de minimis account authorized by the state

589| board or a minimum required distribution provided under s.

590 401 (a) (9) of the Internal Revenue Code, the member shall forfeit

591 all nonvested retirement annuity credits, interest credits, and

592 accompanying service credit paid on behalf of the member to the

593 cash balance plan.
594 (8) BENEFITS PAYMENTS.—

595 (a) Benefits may not be paid under the cash balance plan

596| unless the member has terminated employment or is deceased and a

597| proper application prescribed by the state board has been filed

598| by the member or beneficiary.

599 (b) If a member elects to receive his or her benefits upon

600 termination of employment, the member must submit a written

601 application or an application by electronic means to the third-

602| party administrator indicating his or her preferred benefit

603| payment date and selecting an authorized method of benefit

604| payment as provided in paragraph (d). The member may defer

605 receipt of benefits until he or she chooses to make such

606 application, subject to federal requirements.

607 (c) The state board may cancel an application for

608 retirement benefits if the member or beneficiary fails to timely

609| provide the information and documents required by this chapter
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and the rules of the board. The state board shall adopt rules

establishing procedures for the application for retirement

benefits and for the cancellation of such application if the

required information or documents are not received.

(d) Upon receipt by the third-party administrator of a

properly executed application for benefit payments, the total

accumulated benefit is payable to the member pro rata across all

Florida Retirement System benefit sources as:

1. A lump-sum or partial benefit payment to the member;

2. A lump-sum direct rollover benefit payment whereby all

accrued benefits, plus interest credits, are paid from the

member’s account directly to the custodian of an eligible

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

Revenue Code, on behalf of the member;

3. An annuity with a guaranteed benefit under any one of

the options offered under the investment plan; or

4, A combination of 1.-3.

(e) The benefit payment method selected by the member or

beneficiary, and the retirement of the member, are final and

irrevocable at the time a benefit payment is cashed, deposited,

or transferred to another financial institution. Any additional

service that remains unclaimed at retirement may not be claimed

or purchased, and the type of retirement may not be changed,

except that if a member recovers from a disability, the member

may subsequently request benefits under subsection (9).

(f) Benefits in the form of vested accumulations as

described in subsection (7) are payable in accordance with all

of the following terms and conditions:

1. Benefits are payable only to a member, an alternate
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639| payee of a qualified domestic relations order, or a beneficiary.

640 2. Benefits shall be paid by the third-party administrator

641 or designated approved providers in accordance with the law, the

642 contracts, and any applicable state board rule or policy.

643 3. The member must be terminated from all employment as

644| provided in s. 121.021(39).

645 4. Benefit payments may not be made until the member has

046 been terminated for 3 calendar months.

047 5. If a member or former member of the Florida Retirement

648 System receives an invalid benefit payment, such person must

649| repay the full amount within 90 days after receipt of final

650 notification by the state board or the third-party administrator

651 that the benefit payment was invalid, or, in lieu of repayment,

652 the member must terminate employment from all participating

653 employers.

654 a. If the member or former member fails to repay the full

655 invalid benefit payment within 90 days after receipt of final

656| notification, the person may be deemed retired from the cash

657| balance plan by the board and is subject to s. 121.122. If such

658| person is deemed retired, any joint and several liability set

659 out in s. 121.091(9) (d)2. is void, and the board, the

660 department, or the employing agency is not liable for interest

661 credits on contributions that have not been deposited into the

662| person’s cash balance account in the cash balance plan, pending

663| resolution of the invalid benefit payment.

064 b. The member or former member who has been deemed retired

665 or who has been determined by the board to have taken an invalid

666| benefit payment may appeal the agency decision through the

6067 complaint process under s. 121.4501(8) (g). As used in this
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subparagraph, the term “invalid benefit payment” means any

payment from an account in the cash balance plan which is taken

in violation of this section or s. 121.091(9).

(g) Benefits, including the annuity savings account, are

not payable under the cash balance plan for employee hardships,

unforeseeable emergencies, loans, medical expenses, educational

expenses, purchase of a principal residence, payments necessary

to prevent eviction from or foreclosure on an employee’s

principal residence, or any other reason except a requested

distribution for retirement, a mandatory de minimis account

distribution authorized by the third-party administrator, or a

required minimum distribution provided pursuant to the Internal

Revenue Code.

(h) The state board may cash out a de minimis account of a

member who has been terminated from Florida Retirement System

employment for a minimum of 6 calendar months. Such cash-out

must be a complete lump-sum liquidation of the vested account

balance, subject to the Internal Revenue Code, or a lump-sum

direct rollover distribution paid directly to the custodian of

an eligible retirement plan, as defined by the code, on behalf

of the member.

(1) If any instrument issued for the payment of retirement

benefits under this section is not presented for payment within

180 days after the last day of the month in which it was

originally issued, the third-party administrator or other

authorized agent of the state board shall cancel the instrument

and credit the amount of the instrument to the Florida

Retirement System Cash Balance Plan Trust Fund. Any amounts so

credited to the trust fund, not including earnings thereon, are
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payable upon proper application as provided in this section

within 10 years after the last day of the month in which the

financial instrument was originally issued, after which time

such amounts and any earnings attributable to employer

retirement annuity credits are forfeited. Any forfeited amounts

are assets of the trust fund and not subject to chapter 717.

(jJ) A member may not receive a distribution of employee

contributions if a pending qualified domestic relations order is

filed against the member’s cash balance plan account.

(k) The benefits payable to any person under the cash

balance plan, and any contributions and credits accumulated

under the plan, are not subject to assignment, execution,

attachment, or any legal process, except for gqualified domestic

relations orders, income deduction orders as provided in s.

61.1301, and federal income tax levies.

(9) DISABILITY BENEFITS.—

(a) For any member of the cash balance plan who becomes

totally and permanently disabled, benefits must be paid in

accordance with the following:

1. The member may elect to receive benefits pursuant to s.
121.591(2); or

2. The member may elect to receive the vested balance of

his or her cash balance annuity savings account and the vested

balance of his or her retirement annuity account.

(b) Pursuant to s. 121.73, an employer shall contribute a

percentage of gross monthly compensation to provide disability

coverage for active members in the cash balance plan.

(10) DEATH BENEFITS.—Under the cash balance plan:

(a) Survivor benefits of a deceased member are payable in
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accordance with the following terms and conditions:

1. To the extent vested, benefits are payable only to a

member’s beneficiary or beneficiaries as designated by the

member as provided in subsection (11).

2. Benefits shall be paid by the third-party administrator

or designated approved providers in accordance with the law, the

contracts, and any applicable rule or policy of the state board.

(b) In the event of a member’s death, all vested

accumulations as described in subsections (5) and (6), less

withholding taxes remitted to the Internal Revenue Service,

shall be distributed as provided in paragraph (c) or as

described in subsection (8) as i1f the member retired on the date

of death. No other death benefits are available for survivors of

members, except for benefits, or coverage for benefits, as are

otherwise provided by law or separately provided by the

employer, at the employer’s discretion.

(c) Upon receipt by the third-party administrator of a

properly executed application for the distribution of benefits,

the total accumulated benefit is payable by the administrator to

the member’s surviving beneficiary or beneficiaries as:

1. A lump-sum distribution payable to the beneficiary or

beneficiaries as provided in subsection (11);

2. An eligible rollover distribution, if allowed, on behalf

of the surviving beneficiary of a deceased member, whereby all

accrued benefits, plus interest credits, are paid from the

deceased member’s account directly to the custodian of an

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

Internal Revenue Code, on behalf of the surviving beneficiary;

3. An annuity with a guaranteed benefit under any one of
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755 the options offered under the investment plan; or
756 4. A combination of 1.-3.
757 (d) Notwithstanding any other provision of this chapter:
758 1. The surviving spouse of any member killed in the line of

759| duty may receive a monthly benefit equal to one-half of the

760 monthly salary that was received by the member at the time of

761 death for the rest of the surviving spouse’s lifetime if all

762 service and interest credits that have accumulated in the

763| member’s accounts are transferred to the pension plan; or, if

764 the member had vested, the surviving spouse may elect to receive

765| a benefit as provided in paragraph (c). Benefits provided by

766| this paragraph supersede any other distribution that may have

767| been provided by the member’s designation of beneficiary.

768 2. If the surviving spouse of a member killed in the line

769 of duty dies, the monthly payments that would have been payable

770 to the surviving spouse had the surviving spouse lived shall be

771| paid for the use and benefit of the member’s child or children

772 younger than 18 years of age and unmarried until the 18th

773| birthday of the member’s youngest child.

774 3. If a member killed in the line of duty leaves no

775 surviving spouse but is survived by a child or children younger

776 than 18 years of age, the benefits normally payable to a

777 surviving spouse under subparagraph 1. shall be paid for the use

778 and benefit of the member’s child or children younger than 18

779 years of age and unmarried until the 18th birthday of the

780| member’s youngest child.
781

782 This paragraph does not abrogate other applicable provisions of

783 state or federal law providing for payment of death benefits.
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784 (11) DESIGNATION OF BENEFICIARIES.—Section 121.4501(20)

785 governs the designation of beneficiaries for the cash balance

786| plan.
787 (12) PURCHASE OF CREDITABLE SERVICE.—
788 (a) Creditable service of a member includes military

789 service in the Armed Forces of the United States as provided
790 under s. 121.111(1).

791 (b) A member may purchase creditable service for up to 2

792| work years of authorized leaves of absence, including any leaves

793| of absence covered under the Family Medical Leave Act as

794| provided under s. 121.121.

795 (c) Except as provided in this subsection, no other service

796 for periods of employment may be purchased by or on behalf of a

797 member.

798 (13) RETIREE HEALTH INSURANCE SUBSIDY.—All eligible

799| employees who are members of the cash balance plan are eligible

800 to receive the retiree health insurance subsidy, subject to s.
801 112.363.
802 (14) SOCIAL SECURITY COVERAGE.—Social security coverage

803 shall be provided for all eligible employees who become members

804 of the cash balance plan. Any modification of the present

805 agreement with the Social Security Administration, or referendum

806| required under the Social Security Act, for the purpose of

807| providing social security coverage for a member shall be

808 requested by the state agency in compliance with the applicable

809| provisions of the Social Security Act. However, retroactive

810 social security coverage for service with the employer before

811 December 1, 1970, may not be provided for a member who was not

812 covered under the agreement as of November 30, 1970.
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813 (15) CASH BALANCE PLAN EDUCATION.—Section 121.4501 (10)

814 governs the education of members who are in the cash balance
815| plan.
816 (16) MEMBER INFORMATION REQUIREMENTS.—Each quarter the

817 state board shall provide each member of the cash balance plan a

818| gquarterly statement of benefits which provides the member with

819 basic data about the member’s retirement account. At a minimum,

820 the statement must include:

821 (a) The member’s accrued service credit;

822 (b) The member’s balance of the retirement annuity account

823 and the annuity savings account at the close of the current

824 quarter and previous quarter;

825 (c) Itemized account contributions for the quarter;
826 (d) Any posted interest credits earned on the account;
827 (e) The amount of the account in which the member is fully

828 vested; and

829 (f) The amount of the account in which the member is not
830 fully vested.

831 (17) FEDERAL REQUIREMENTS.—

832 (a) This section shall be construed, and the cash balance

833| plan shall be administered, so as to comply with the Internal

834| Revenue Code and specifically with plan qualification

835 requirements imposed on governmental plans under 26 U.S.C. s.

836 401 (a) of the code. The state board may adopt rules reasonably

837 necessary to establish or maintain the qualified status of the

838 cash balance plan under the Internal Revenue Code and to

839 implement and administer the plan in compliance with the code

840 and as designated under this part; however, the state board may

841 not adopt any rule that makes a substantive change to the cash
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balance plan as designed under this part.

(b) Any provision of this chapter which is susceptible to

more than one construction shall be interpreted in favor of the

construction most likely to satisfy requirements imposed by s.

401 (a) of the Internal Revenue Code.

(c) Credits payable under this section for any limitation

year may not exceed the maximum amount allowable for qualified

cash balance plans under applicable provisions of the Internal

Revenue Code. If an employee who is enrolled in the cash balance

plan participates in any other plan that is maintained by the

participating employer, benefits that accrue under the cash

balance plan are considered primary for any aggregate limitation

applicable under s. 415 of the code.
(18) CASH BALANCE PLAN ADMINISTRATION.—Section 121.4501 (8)

also governs the administration of the cash balance plan.

(19) STATEMENT OF FIDUCIARY STANDARDS AND

RESPONSIBILITIES.—Investment of cash balance plan assets shall

be made for the sole interest and exclusive purpose of providing

benefits to members and beneficiaries and defraying reasonable

expenses of administering the plan. The plan’s assets shall be

invested on behalf of the plan members with the care, skill, and

diligence that a prudent person acting in a like manner would

undertake. The performance of the investment duties specified in

this subsection must comply with the fiduciary standards set

forth in the Employee Retirement Income Security Act of 1974 at
29 U.S.C. s. 1104 (a) (1) (A)-(C). In case of conflict with other

provisions of law authorizing investments, the investment and

fiduciary standards specified in this subsection prevail.

(20) ACTUARIAL STUDY.—Pursuant to s. 121.031, an annual
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871 actuarial valuation and appraisal of the liability of the cash

872| Dbalance plan shall be conducted, and the required credits

873| necessary to discharge any liability and maintain the plan on an

874 actuarial reserve basis shall be provided to the Legislature by

875| December 31 before the next legislative session. Such study

876 shall be conducted by a qualified actuary employed or retained
877 by the state board.
878 (21) INVESTMENT ADVISORY COUNCIL.—The Investment Advisory

879 Council, created pursuant to s. 215.444, shall make

880 recommendations to the board regarding investment policy,

881 strategy, and procedures for the cash balance plan.

882 (22) INVESTMENT POLICY STATEMENT.—In making investments for
883| the cash balance plan pursuant to ss. 215.44-215.53, the board

884| may not make investments that are not in conformance with the

885 Florida Retirement System Cash Balance Plan Investment Policy

886 Statement (IPS) as developed by the executive director and

887 approved by the board. The IPS must, at a minimum, include the

888 investment objectives of the Cash Balance Plan Trust Fund, types

889| of securities in which the board may invest, and evaluation

890 criteria for measuring the investment performance of the fund.

891 (a) The executive director of the board may present

892 recommended changes to the IPS, as necessary, for the board’s

893 approval.

894 (b) The executive director shall first present the proposed

895 IPS and any subsequent recommended changes to the approved IPS

896 to the Investment Advisory Council for review. The council shall

897| present the results of its review to the board before the

898| Dboard’s final approval of the IPS or changes in the IPS.

899 Section 4. Paragraph (b) of subsection (2) of section
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900 112.363, Florida Statutes, is amended to read:
901 112.363 Retiree health insurance subsidy.—
902 (2) ELIGIBILITY FOR RETIREE HEALTH INSURANCE SUBSIDY.-—
903 (b) For purposes of this section, a person is deemed

904| retired from a state-administered retirement system when he or
905 she terminates employment with all employers participating in
906 the Florida Retirement System as described in s. 121.021(39)
907 and:

908 1. For a member of the investment plan established under
909| part II of chapter 121, the member partieipant meets the age or
910| service requirements to qualify for normal retirement as set
911 forth in s. 121.021(29) and meets the definition of retiree in
912 s. 121.4501(2).

913 2. For a member of the FleridaRetirement—System pension
914| plan established under part I of chapter 121, or an any employee

915| who maintains creditable service under both the pension plan and

916 the investment plan or under both the pension plan and the cash

917| balance plan, the member begins drawing retirement benefits from

918 the pension plan.

919 3. For a member of the cash balance plan established under

920| part III of chapter 121, the member meets the age or service

921 requirements to qualify for normal retirement as set forth in s.

922 121.021(29) and meets the definition of retiree in s. 121.601.

923 4. For a member of both the investment plan and the cash

924 balance plan, the member meets the definition of retiree in s.

925 121.601 and begins drawing benefits from the cash balance plan.

926 Section 5. Paragraph (h) of subsection (3) of section
927 121.011, Florida Statutes, is amended to read:
928 121.011 Florida Retirement System.—
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929 (3) PRESERVATION OF RIGHTS.—
930 (h) Effective July 1, 2011, the retirement system shall

931| require employer and employee contributions as provided in s.

932 121.071 and part IV % of this chapter.

933 Section 6. Section 121.012, Florida Statutes, 1s amended to
934 read:
935 121.012 Inclusive provisions.—The provisions of part I of

936| this chapter apply shalii—be—appticablte to parts II, ana III, and
937| IV to the extent such provisions are not inconsistent with, or
938| duplicative of, the provisions of parts II, amna III, and IV.
939 Section 7. Subsection (3) of section 121.021, Florida

940 Statutes, 1is amended to read:

941 121.021 Definitions.—The following words and phrases as
942 used in this chapter have the respective meanings set forth

943| unless a different meaning is plainly required by the context:
944 (3) “Florida Retirement System” or “system” means the

945| general retirement system established by this chapter,

9406 including, but not limited to:+

947 (a) The defined benefit program administered under this
948| part, referred to as the “Florida Retirement System Pension

949 Plan” or “pension plany”; and

950 (b) The defined contribution program administered under
951| part II of this chapter, referred to as the “Florida Retirement
952| System Investment Plan” or “investment plan<"; and

953 (c) The cash balance program established under part III of

954 this chapter, referred to as the “Florida Retirement System Cash

955 Balance Plan” or “cash balance plan.”

956 Section 8. Paragraph (c) of subsection (2) of section

957 121.051, Florida Statutes, is amended, present subsections (3)
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958 through (9) of that section are redesignated as subsections (4)
959 through (10), and a new subsection (3) is added to that section,

960 to read:

961 121.051 Participation in the system.—
962 (2) OPTIONAL PARTICIPATION.—
963 (c) Employees of public community colleges or charter

964 technical career centers sponsored by public community colleges,
965 designated in s. 1000.21(3), who are members of the Regular

966| Class of the Florida Retirement System and who comply with the
967| criteria set forth in this paragraph and s. 1012.875 may, in

968 lieu of participating in the Florida Retirement System, elect to
969| withdraw from the system altogether and participate in the State
970| Community College System Optional Retirement Program provided by
971 the employing agency under s. 1012.875.

972 l.a. Through June 30, 2001, the cost to the employer for
973| benefits under the optional retirement program equals the normal
974 cost portion of the employer retirement contribution which would
975| be required if the employee were a member of the pension plan’s
976| Regqular Class, plus the portion of the contribution rate

977 required by s. 112.363(8) which would otherwise be assigned to
978 the Retiree Health Insurance Subsidy Trust Fund.

979 b. Effective July 1, 2001, through June 30, 2011, each

980 employer shall contribute on behalf of each member of the

981 optional program an amount equal to 10.43 percent of the

982 employee’s gross monthly compensation. The employer shall deduct
983| an amount for the administration of the program.

984 c. Effective July 1, 2011, through June 30, 2012, each

985| member shall contribute an amount equal to the employee

986| contribution required under s. 121.71(3). The employer shall
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987 contribute on behalf of each program member an amount equal to
988 the difference between 10.43 percent of the employee’s gross
989| monthly compensation and the employee’s required contribution
990| Dbased on the employee’s gross monthly compensation.
991 d. Effective July 1, 2012, each member shall contribute an
992 amount equal to the employee contribution required under s.
993 121.71(3). The employer shall contribute on behalf of each
994| program member an amount equal to the difference between 8.15
995 percent of the employee’s gross monthly compensation and the
996| employee’s required contribution based on the employee’s gross
997| monthly compensation.
998 e. The employer shall contribute an additional amount to
999 the Florida Retirement System Trust Fund equal to the unfunded
1000 actuarial accrued liability portion of the Regular Class
1001 contribution rate.
1002 2. The decision to participate in the optional retirement
1003| program is irrevocable as long as the employee holds a position
1004 eligible for participation, except as provided in subparagraph
1005 3. Any service creditable under the Florida Retirement System is
1006| retained after the member withdraws from the system; however,
1007 additional service credit in the system may not be earned while
1008 a member of the optional retirement program.

1009 3. Effective July 1, 2003, through June 30, 2015, an

1010 employee who has elected to participate in the optional
1011 retirement program shall have one opportunity, at the employee’s

1012 discretion, to transfer from the optional retirement program to

)

+
T

H

T

1013 the pension plan under this part ef—the Fleorida Retireme

1014| System or to the investment plan established under part II of

1015 this chapter, subject to the terms of the applicable optional
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retirement program contracts. Except as provided in subsection

(3), an employee participating in the optional retirement

program on or after July 1, 2015, is not eligible to transfer to

the Florida Retirement System.

a. If the employee chooses to move to the investment plan,
any contributions, interest, and earnings creditable to the
employee under the optional retirement program are retained by
the employee in the optional retirement program, and the
applicable provisions of s. 121.4501(4) govern the election.

b. If the employee chooses to move to the pension plan ef
theFlorida Retirement—System, the employee shall receive
service credit equal to his or her years of service under the
optional retirement program.

(I) The cost for such credit is the amount representing the
present value of the employee’s accumulated benefit obligation
for the affected period of service. The cost shall be calculated
as 1f the benefit commencement occurs on the first date the
employee becomes eligible for unreduced benefits, using the
discount rate and other relevant actuarial assumptions that were
used to value the Florida Retirement System Pension Plan
liabilities in the most recent actuarial valuation. The
calculation must include any service already maintained under
the pension plan in addition to the years under the optional
retirement program. The present value of any service already
maintained must be applied as a credit to total cost resulting
from the calculation. The division must ensure that the transfer
sum is prepared using a formula and methodology certified by an
enrolled actuary.

(IT) The employee shall must transfer from his or her
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1045 optional retirement program account and from other employee
1046| moneys as necessary, a sum representing the present value of the
1047| employee’s accumulated benefit obligation immediately following
1048 the time of such movement, determined assuming that attained
1049| service equals the sum of service in the pension plan and
1050 service in the optional retirement program.
1051 4. Participation in the optional retirement program is
1052 limited to employees who satisfy the following eligibility
1053| criteria:
1054 a. The employee is otherwise eligible for membership or
1055| renewed membership in the Regular Class of the Florida
1056| Retirement System, as provided in s. 121.021(11]) and (12) or s.
1057 121.122.
1058 b. The employee is employed in a full-time position
1059| <classified in the Accounting Manual for Florida’s Public
1060 Community Colleges as:
100601 (I) Instructional; or
1062 (IT) Executive Management, Instructional Management, or
1063 Institutional Management and the community college determines
1064 that recruiting to fill a vacancy in the position is to be
1065 conducted in the national or regional market, and the duties and
1066| responsibilities of the position include the formulation,
1067 interpretation, or implementation of policies, or the
1068| performance of functions that are unique or specialized within
1069| higher education and that frequently support the mission of the
1070 community college.
1071 c. The employee is employed in a position not included in
1072 the Senior Management Service Class of the Florida Retirement

1073 System as described in s. 121.055.
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1074 5. Members of the program are subject to the same
1075 reemployment limitations, renewed membership provisions, and
1076| forfeiture provisions applicable to regular members of the
1077 Florida Retirement System under ss. 121.091(9), 121.122, and
1078 121.091(5), respectively. A member who receives a program
1079 distribution funded by employer and required employee
1080 contributions is deemed to be retired from a state-administered
1081 retirement system if the member is subsequently employed with an
1082| employer that participates in the Florida Retirement System.
1083 6. Eligible community college employees are compulsory
1084| members of the Florida Retirement System until, pursuant to s.
1085 1012.875, a written election to withdraw from the system and
1086| participate in the optional retirement program is filed with the
1087| program administrator and received by the division.
1088 a. A community college employee whose program eligibility
1089| results from initial employment shall be enrolled in the
1090 optional retirement program retroactive to the first day of
1091 eligible employment. The employer and employee retirement
1092 contributions paid through the month of the employee plan change
1093 shall be transferred to the community college to the employee’s
1094 optional program account, and, effective the first day of the
1095 next month, the employer shall pay the applicable contributions
1096| based upon subparagraph 1.
1097 b. A community college employee whose program eligibility
1098 is due to the subsequent designation of the employee’s position
1099 as one of those specified in subparagraph 4., or due to the
1100| employee’s appointment, promotion, transfer, or reclassification

1101 to a position specified in subparagraph 4., must be enrolled in

1102 the program on the first day of the first full calendar month
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1103 that such change in status becomes effective. The employer and
1104 employee retirement contributions paid from the effective date
1105 through the month of the employee plan change must be
1106 transferred to the community college to the employee’s optional
1107| program account, and, effective the first day of the next month,
1108 the employer shall pay the applicable contributions based upon
1109 subparagraph 1.
1110 7. Effective July 1, 2003, through December 31, 2008, any
1111| member of the optional retirement program who has service credit

1112 in the pension plan ef—+theFleoridaRetirement—System for the

1113| period between his or her first eligibility to transfer from the
1114| pension plan to the optional retirement program and the actual
1115 date of transfer may, during employment, transfer to the

1116 optional retirement program a sum representing the present value
1117 of the accumulated benefit obligation under the defined benefit
1118 retirement program for the period of service credit. Upon

1119 transfer, all service credit previously earned under the pension
1120| plan during this period is nullified for purposes of entitlement
1121 to a future benefit under the pension plan.

1122 (3) OPTIONAL PLAN MEMBERSHIP IN FLORIDA RETIREMENT SYSTEM.—

1123 (a) Effective July 1, 2015, all eligible employees, except

1124 those eligible to withdraw from the Florida Retirement System
1125 under s. 121.052(3) (d) or s. 121.055(1) (b)2. or those eligible

1126 for optional retirement programs under s. 121.051(1) (a), s.
1127 121.051(2) (¢), or s. 121.35, who initially enrolled on or after

1128 July 1, 2015, are not eligible to enroll in the pension plan.

1129 (b) Employees eligible to withdraw from the Florida
1130 Retirement System under s. 121.052(3) (d) or s. 121.055(1) (b)2.

1131| may withdraw from the system or participate in the investment
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plan or the cash balance plan as provided under those sections.

Employees eligible for optional retirement programs under s.

121.051(2) (c) or s. 121.35 may participate in the optional

retirement program, the investment plan, or the cash balance

plan as provided under those sections. Eligible employees

required to participate in the optional retirement program under

s. 121.35 pursuant to s. 121.051(1) (a) must elect to participate

in the investment plan or the cash balance plan if employed in a

position not eligible for the optional retirement program.

Section 9. Paragraph (c) of subsection (3) of section
121.052, Florida Statutes, is amended to read:

121.052 Membership class of elected officers.—

(3) PARTICIPATION AND WITHDRAWAL, GENERALLY.—-Effective July
1, 1990, participation in the Elected Officers’ Class shall be
compulsory for elected officers listed in paragraphs (2) (a)-(d)
and (f) assuming office on or after said date, unless the
elected officer elects membership in another class or withdraws
from the Florida Retirement System as provided in paragraphs
(3) (a)=(d):

(c) Before July 1, 2015, an any elected officer may, within

6 months after assuming office, or within 6 months after this
act becomes a law for serving elected officers, elect membership
in the Senior Management Service Class as provided in s. 121.055

in lieu of membership in the Elected Officers’ Class. Amy Such

election does not affect made by o ecounty electedofficer shatt
have—no—-effeet—wvpon the statutory limit on the number of

nonelective full-time positions that may be designated by a

local agency employer for inclusion in the Senior Management

Service Class under s. 121.055(1) (b)1.
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Section 10. Paragraph (f) of subsection (1) and paragraph
(c) of subsection (6) of section 121.055, Florida Statutes, are
amended to read:

121.055 Senior Management Service Class.—There is hereby
established a separate class of membership within the Florida
Retirement System to be known as the “Senior Management Service
Class,”
(1)
(f) Effective July 1, 1997, through June 30, 2015:

1. Except as provided in subparagraphs subparagraph 3. and

4., an elected state officer eligible for membership in the

Elected Officers’ Class under s. 121.052(2) (a), (b), or (c) who

which shall become effective February 1, 1987.

elects membership in the Senior Management Service Class under
s. 121.052(3) (c) may, within 6 months after assuming office or
within 6 months after this act becomes a law for serving elected
state officers, elect to participate in the Senior Management
Service Optional Annuity Program, as provided in subsection (6),
in lieu of membership in the Senior Management Service Class.

2. Except as provided in subparagraphs subparagraph 3. and
4., an elected officer of a local agency employer eligible for

membership in the Elected Officers’ Class under s. 121.052(2) (d)

who elects membership in the Senior Management Service Class
under s. 121.052(3) (c) may, within 6 months after assuming
office, or within 6 months after this act becomes a law for
serving elected officers of a local agency employer, elect to
withdraw from the Florida Retirement System, as provided in
subparagraph (b)2., in lieu of membership in the Senior
Management Service Class.

3. A retiree of a state-administered retirement system who
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is initially reemployed in a regularly established position on

or after July 1, 2010, as an elected official eligible for the
Elected Officers’ Class may not be enrolled in renewed

membership in the Senior Management Service Class or in the
Senior Management Service Optional Annuity Program as provided

in subsection (6), and may not withdraw from the Florida
Retirement System as a renewed member as provided in

subparagraph (b)2., as applicable, in lieu of membership in the
Senior Management Service Class.

4., On or after July 1, 2015, an elected officer eligible

for membership in the Elected Officers’ Class may not be

enrolled in the Senior Management Service Class or in the Senior

Management Service Optional Annuity Program except as provided

in subsection (0).

(6)

(c) Participation.—

1. An eligible employee who is employed on or before
February 1, 1987, may elect to participate in the optional
annuity program in lieu of participating in the Senior
Management Service Class. Such election must be made in writing
and filed with the department and the personnel officer of the
employer on or before May 1, 1987. An eligible employee who 1is
employed on or before February 1, 1987, and who fails to make an
election to participate in the optional annuity program by May
1, 1987, shall be deemed to have elected membership in the
Senior Management Service Class.

2. Except as provided in subparagraph 6., an employee who
becomes eligible to participate in the optional annuity program

by reason of initial employment commencing after February 1,
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1219 1987, may, within 90 days after the date of commencing
1220 employment, elect to participate in the optional annuity
1221| program. Such election must be made in writing and filed with
1222 the personnel officer of the employer. An eligible employee who
1223| does not within 90 days after commencing employment elect to
1224| participate in the optional annuity program shall be deemed to
1225| have elected membership in the Senior Management Service Class.
1226 3. A person who is appointed to a position in the Senior
1227| Management Service Class and who is a member of an existing
1228 retirement system or the Special Risk or Special Risk
1229| Administrative Support Classes of the Florida Retirement System
1230 may elect to remain in such system or class in lieu of
1231| participating in the Senior Management Service Class or optional
1232 annuity program. Such election must be made in writing and filed
1233| with the department and the personnel officer of the employer
1234 within 90 days after such appointment. An eligible employee who
1235 fails to make an election to participate in the existing system,
1236| the Special Risk Class of the Florida Retirement System, the
1237 Special Risk Administrative Support Class of the Florida
1238 Retirement System, or the optional annuity program shall be
1239| deemed to have elected membership in the Senior Management
1240 Service Class.
1241 4., Except as provided in subparagraph 5., an employee’s
1242 election to participate in the optional annuity program is
1243 irrevocable if the employee continues to be employed in an
1244| eligible position and continues to meet the eligibility
1245 requirements set forth in this paragraph.

1246 5. Effective from July 1, 2002, through September 30, 2002,

1247 an active employee in a regularly established position who has

Page 43 of 84
CODING: Words strieken are deletions; words underlined are additions.




1248
1249
1250
1251
1252
1253
1254
1255
1256
1257
1258
1259
1260
1261
1262
1263
1264
1265
1266
1267
1268
1269
1270
1271
1272
1273
1274
1275
1276

Florida Senate - 2014 (PROPOSED COMMITTEE BILL) SPB 7046

578-01704A-14 20147046
elected to participate in the Senior Management Service Optional
Annuity Program has one opportunity to choose to move from the
Senior Management Service Optional Annuity Program to the
Florida Retirement System Pension Plan.

a. The election must be made in writing and must be filed
with the department and the personnel officer of the employer
before October 1, 2002, or, in the case of an active employee
who is on a leave of absence on July 1, 2002, within 90 days
after the conclusion of the leave of absence. This election is
irrevocable.

b. The employee shall receive service credit under the
pension plan equal to his or her years of service under the
Senior Management Service Optional Annuity Program. The cost for
such credit is the amount representing the present value of that
employee’s accumulated benefit obligation for the affected
period of service.

c. The employee must transfer the total accumulated
employer contributions and earnings on deposit in his or her
Senior Management Service Optional Annuity Program account. If
the transferred amount is not sufficient to pay the amount due,
the employee must pay a sum representing the remainder of the
amount due. The employee may not retain amy employer
contributions or earnings from the Senior Management Service
Optional Annuity Program account.

6. A retiree of a state-administered retirement system who
is initially reemployed on or after July 1, 2010, may not renew
membership in the Senior Management Service Optional Annuity
Program.

7. Effective July 1, 2015, the Senior Management Service
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Optional Annuity Program is closed to new members. Members

enrolled in the program before July 1, 2015, may retain their

membership in the program.

Section 11. Paragraph (d) of subsection (9) of section
121.091, Florida Statutes, is amended to read:

121.091 Benefits payable under the system.—Benefits may not
be paid under this section unless the member has terminated
employment as provided in s. 121.021(39) (a) or begun
participation in the Deferred Retirement Option Program as
provided in subsection (13), and a proper application has been
filed in the manner prescribed by the department. The department
may cancel an application for retirement benefits when the
member or beneficiary fails to timely provide the information
and documents required by this chapter and the department’s
rules. The department shall adopt rules establishing procedures
for application for retirement benefits and for the cancellation
of such application when the required information or documents
are not received.

(9) EMPLOYMENT AFTER RETIREMENT; LIMITATION.—

(d) This subsection applies to a retiree ¥retirees, as
defined in s. 121.4501(2)+ of the Florida Retirement System
Investment Plan and s. 121.601 of the Florida Retirement System

Cash Balance Plan, subject to the following conditions:

1. A retiree may not be reemployed with an employer
participating in the Florida Retirement System until such person
has been retired for 6 calendar months.

2. A retiree employed in violation of this subsection and
an employer that employs or appoints such person are jointly and

severally liable for reimbursement of any benefits paid to the
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retirement trust fund from which the benefits were paid. The
employer must have a written statement from the retiree that he
or she is not retired from a state-administered retirement
system.

Section 12. Section 121.151, Florida Statutes, is amended
to read:

121.151 Investments.—The Board of Administration, created
by authority of the State Constitution, shall invest and
reinvest available funds of the System Trust Fund and the

Florida Retirement System Cash Balance Plan Trust Fund in

accordance with theprevisiens—ef ss. 215.44-215.53.

Section 13. Paragraph (c) of subsection (3) of section
121.35, Florida Statutes, i1s amended to read:

121.35 Optional retirement program for the State University
System.—

(3) ELECTION OF OPTIONAL PROGRAM.—

(c) An Any employee who becomes eligible to participate in
the optional retirement program on or after January 1, 1993,
shall be a compulsory participant of the program unless such
employee elects membership in the Florida Retirement System.
Such election must shaedd be made in writing and filed with the
personnel officer of the employer. An Any eligible employee who
fails to make such election within the prescribed time period
shall be deemed to have elected to participate in the optional
retirement program.

1. An Any employee whose optional retirement program

eligibility results from initial employment before July 1, 2015,

shall be enrolled in the program at the commencement of

employment. If, within 90 days after commencement of employment,
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the employee elects membership in the Florida Retirement System,
such membership is shadtdi—be effective retroactive to the date of

commencement of employment as provided in s. 121.4501 (4).

2. An employee whose optional retirement program

eligibility results from initial employment on or after July 1,

2015, shall be enrolled in the program at the commencement of

employment. If, within 90 days after commencement of employment,

the employee elects membership in the Florida Retirement System,

such membership is effective retroactive to the date of

commencing employment as provided in s. 121.602(3).

3.2+ An Any employee whose optional retirement program
eligibility results from a change in status due to the
subsequent designation of the employee’s position as one of
those specified in paragraph (2) (a) or due to the employee’s
appointment, promotion, transfer, or reclassification to a
position specified in paragraph (2) (a) shall be enrolled in the
optional retirement program upon such change in status and skad+
be notified by the employer of such action. If, within 90 days
after the date of such notification, the employee elects to
retain membership in the Florida Retirement System, such
continuation of membership is shaidi—Pe retroactive to the date
of the change in status.

4.3+ Notwithstanding subparagraphs 1., 2., and 3. +he

provisions—eof—this—paragraph, effective July 1, 1997, an any
employee who is eligible to participate in the Optional
Retirement Program and who fails to execute a contract with one
of the approved companies and to notify the department in
writing as provided in subsection (4) within 90 days after the

date of eligibility shall be deemed to have elected membership
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except as provided in s.

applies appty to an any
eligible position

arrgt+Ey contract and

notifying the department. Such membership is shaii—be

retroactive to the date of eligibility,

and all appropriate

contributions shall be transferred to the Florida Retirement

System Trust Fund and the Health Insurance Subsidy Trust Fund.

Section 14.
(3),
paragraph
Statutes,

paragraphs (c),

(a)

Subsection

(g),
of subsection

of subsection
(10),
of section 121.4501,

(a)

of subsection

(4),
and (h)
(15)

paragraph
and

Florida

are amended to read:

121.4501 Florida Retirement System Investment Plan.—

(4)
(a)l.

Effective June 1,

PARTICIPATION; ENROLLMENT.—

2002, through February 28, 2003, a

90-day election period was provided to each eligible employee

participating in the Florida Retirement System,

preceded by a

90-day education period,

allowing each eligible employee to

elect membership in the investment plan;

an employee who failed

to elect the investment plan during the election period remained

in the pension plan.

An eligible employee who was employed in a

regularly established position

during the election period was

granted the option to make one

subsequent election, as provided

(e) .

not participate in the initial

in paragraph With respect

to an eligible employee who did

election period or who is
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1422| means and must—Pe filed with the third-party administrator. The
1423 election to participate in the investment plan is irrevocable,
1424| except as provided in paragraph (e) -H&)-.

1425 a.b+~ If the employee files such election within the

1426| prescribed time period, enrollment in the investment plan is
1427 effective on the first day of employment. The retirement

1428 contributions paid through the month of the employee plan change
1429 shall be transferred to the investment program, and, effective
1430 the first day of the next month, the employer and employee must
1431| pay the applicable contributions based on the employee

1432| membership class in the program.

1433 b.e+ An employee who fails to elect to participate in the
1434 investment plan within the prescribed time period is deemed to
1435| have elected to retain membership in the pension plan, and the
1436| employee’s option to elect to participate in the investment plan
1437 is forfeited.

1438 2.3+ With respect to employees who become eligible to

1439| participate in the investment plan pursuant to s.

1440 121.051(2) (c)3. or s. 121.35(3) (i), the employee may elect to
1441| participate in the investment plan in lieu of retaining his or
1442 her membership in the State Community College System Optional
1443| Retirement Program or the State University System Optional

1444 Retirement Program. The election must be made in writing or by
1445 electronic means and must—Pe filed with the third-party

1446 administrator. This election is irrevocable, except as provided
1447 in paragraph (g). Upon making such election, the employee shall
1448| be enrolled as a member in the investment plan, the employee’s

1449| membership in the Florida Retirement System is governed by the

1450| provisions of this part, and the employee’s participation in the
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(b) 4y Contributions available for self-direction by a
member who has not selected one or more specific investment
products shall be allocated as prescribed by the state board.
The third-party administrator shall notify the member at least
quarterly that the member should take an affirmative action to
make an asset allocation among the investment products.

(c)4e)> On or after July 1, 2011,

a member of the pension

plan who obtains a refund of employee contributions retains his

or her prior plan choice upon return to employment in a

regularly established position with a participating employer.
(d) 45 A member of the investment plan who takes a

distribution of any contributions from his or her investment

plan account is considered a retiree. A retiree who is initially
reemployed in a

1, 2010,

regularly established position on or after July
is not eligible to be enrolled in renewed membership.
(e)Her After the period during which an eligible employee,
2015, had the choice to

elect the pension plan or the investment plan,

who initially enrolled before July 1,

or the month
following the receipt of the eligible employee’s plan election,

if sooner, the employee shall have one opportunity, at the

employee’s discretion, to eheese—%te move from the pension plan

to the investment plan or from the investment
pension plan. Eligible employees may elect to
only if they are earning service credit in an
relationship consistent with s.

of absence without pay. Effective July 1,

121.021(17) (b),
2005,

plan to the

move between plans
employer—-employee
excluding leaves

such elections

are effective on the first day of the month following the
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receipt of the election by the third-party administrator and are
not subject to the requirements regarding an employer-employee
relationship or receipt of contributions for the eligible
employee in the effective month, except when the election is
received by the #£hird-party administrator. This paragraph is
contingent upon approval by the Internal Revenue Service.

1. If the employee chooses to move to the investment plan,
the provisions of subsection (3) govern the transfer.

2. If the employee chooses to move to the pension plan, the
employee must transfer from his or her investment plan account,
and from other employee moneys as necessary, a—Sum—representing
the present value of that employee’s accumulated benefit
obligation immediately following the time of such movement,
determined assuming that attained service equals the sum of
service in the pension plan and service in the investment plan.
Benefit commencement occurs on the first date the employee is
eligible for unreduced benefits, using the discount rate and
other relevant actuarial assumptions that were used to value the
pension plan liabilities in the most recent actuarial wvaluation.
For an any employee who, at the time of the second election,
already maintains an accrued benefit amount in the pension plan,
the then-present value of the accrued benefit is deemed part of
the required transfer amount. The division must ensure that the
transfer sum is prepared using a formula and methodology
certified by an enrolled actuary. A refund of any employee
contributions or additional member payments made which exceed
the employee contributions that would have accrued had the
member remained in the pension plan and not transferred to the

investment plan is not permitted.
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3. Notwithstanding subparagraph 2., an employee who chooses
to move to the pension plan and who became eligible to
participate in the investment plan by reason of employment in a
regularly established position with a state employer after June
1, 2002; a district school board employer after September 1,
2002; or a local employer after December 1, 2002, must transfer
from his or her investment plan account, and from other employee
moneys as necessary, a sum representing the employee’s actuarial
accrued liability. A refund of amy employee contributions or
additional member partieipant payments made which exceed the
employee contributions that would have accrued had the member
remained in the pension plan and not transferred to the
investment plan is not permitted.

4. An employee’s ability to transfer from the pension plan
to the investment plan pursuant to paragraph (a) and this

paragraph paragraphs—ar—te), and the ability of a current

employee to have an option to later transfer back into the

pension plan under subparagraph 2., shall be deemed a
significant system amendment. Pursuant to s. 121.031(4), any
resulting unfunded liability arising from actual original
transfers from the pension plan to the investment plan must be
amortized within 30 plan years as a separate unfunded actuarial
base independent of the reserve stabilization mechanism defined
in s. 121.031(3) (f). For the first 25 years, a direct
amortization payment may not be calculated for this base. During
this 25-year period, the separate base shall be used to offset
the impact of employees exercising their second program election
under this paragraph. The actuarial funded status of the pension

plan is widd+ not be affected by such second program elections in
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1654 any significant manner, after due recognition of the separate
1655| unfunded actuarial base. Following the initial 25-year period,
1656| any remaining balance of the original separate base shall be
1657 amortized over the remaining 5 years of the required 30-year
1658 amortization period.
1659 5. If the employee chooses to transfer from the investment
1660| plan to the pension plan and retains an excess account balance
1661 in the investment plan after satisfying the buy-in requirements
1662| under this paragraph, the excess may not be distributed until
1663 the member retires from the pension plan. The excess account
1664| Dbalance may be rolled over to the pension plan and used to
1665| purchase service credit or upgrade creditable service in the
1666| pension plan.
1667 (f) An employee initially enrolled before July 1, 2015,

1668 shall have one opportunity in his or her working career, at the

1669| employee’s discretion, to transfer from the pension plan to the

1670 cash balance plan or from the investment plan to the cash

1671| balance plan as provided in s. 121.602(2). An eligible employee

1672| may elect to transfer between plans only if he or she is earning

1673 service credit in an employer-employee relationship consistent

1674 with s. 121.021(17) (b), excluding leaves of absence without pay.

1675 Such elections are effective on the first day of the month

1676| following the receipt of the election by the third-party

1677 administrator and are not subject to the requirements regarding

1678 an employer-employee relationship or receipt of contributions

1679| for the eligible employee in the effective month, except when

1680 the election is received by the administrator. This one-time

1681 career transfer is irrevocable, and no other transfer is

1682 allowed. If the employee chooses to transfer from the investment
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plan or from the pension plan to the cash balance plan, s.

121.602(2) governs the transfer.

(g) An employee initially enrolled on or after July 1,

2015, is not eligible to enroll in the pension plan.

(5) CONTRIBUTIONS.—

(a) The employee and employer shall make the required
contributions to the investment plan based on a percentage of
the employee’s gross monthly compensation, as provided in part
IV -+ of this chapter.

(10) EDUCATION COMPONENT.—

(c) The state board, in coordination with the department,
shall provide for an initial and ongoing transfer education
component to provide system members with information necessary
to make informed plan choice decisions. The transfer education
component must include, but is not limited to, information on:

1. The amount of money available to a member for

transferring to the investment plan or the cash balance plan e

+ + 1 dafinad PO I S,
T T [ S E N U B U

o n
A\ T |\ 5\ USpn S Ep i WA W cOTTC T

oRr—program.
2. The features of and differences between the pension

plan, the investment plan, and the cash balance plan anrd—the

defined—econtributionprogram, both generally and specifically,

as those differences may affect the member.

3. The expected benefit available if the member were to
retire under each of the retirement plans pregrams, based on
appropriate alternative sets of assumptions.

4. The rate of return from investments in the investment

plan defined—eceontributionprogram and the period of time over

which such rate of return must be achieved to equal or exceed

the expected monthly benefit payable to the member under the
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pension plan or the benefit payable to the member under the cash

balance plan.

5. The historical rates of return for the investment
alternatives available in the investment plan defined

6. The benefits and historical rates of return on

investments available in a typical deferred compensation plan or
a typical plan under s. 403 (b) of the Internal Revenue Code for
which the employee may be eligible.

7. The program choices available to employees of the State
University System and the comparative benefits of each available
program, if applicable.

8. Payout options available in each of the retirement plans
programs.

(g) Funding for education of new employees may reflect
administrative costs to the investment plan and the cash balance
pensien plan.

(h) Pursuant to subsection (8), all Florida Retirement

System employers have an obligation to regularly communicate the
existence of the £we Florida Retirement System plans and the
plan choice in the natural course of administering their
personnel functions, using the educational materials supplied by
the state board and the Department of Management Services.

(15) STATEMENT OF FIDUCIARY STANDARDS AND
RESPONSIBILITIES.—

(a) Investment of defined—eontributien plan assets shall be
made for the sole interest and exclusive purpose of providing
benefits to members and beneficiaries and defraying reasonable

expenses of administering the plan. The plan’s preogramls assets
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1741 shall be invested on behalf of the pregram members with the
1742 care, skill, and diligence that a prudent person acting in a
1743 like manner would undertake. The performance of the investment
1744| duties set forth in this paragraph must shaid comply with the
1745 fiduciary standards set forth in the Employee Retirement Income
1746| Security Act of 1974 at 29 U.S.C. s. 1104 (a) (1) (A)-(C). In case
1747 of conflict with other provisions of law authorizing
1748 investments, the investment and fiduciary standards set forth in

1749| this subsection shatt prevail.

1750 Section 15. Section 121.70, Florida Statutes, 1s amended to
1751 read:

1752 121.70 Legislative purpose and intent.—

1753 (1) This part provides for a uniform system for funding

1754| Dbenefits provided under the Florida Retirement System Pension

1755 Plan established under part I of this chapter, Areferred—teo—in

1756| +£his—part—as—thepensieon—pltanr—and under the Florida Retirement
1757 System Investment Plan established under part II of this

1758 chapter, and under the Florida Retirement System Cash Balance

1759| Plan established under part III of this chapter Hreferred—to—in

1760 this—part

the—nvestment—pltan). The Legislature recognizes

o
=]

@D

1761 and declares that the Florida Retirement System is a single
1762 retirement system, consisting of three £we retirement plans and
1763| other nonintegrated programs. Employees and employers

1764| participating in the Florida Retirement System collectively

1765 shall make shall-—be—responsiblte—Fformaking contributions to
1766 support the benefits provided under the three betkh plans. The
1767| employees and employers shall make contributions based upon a

1768 uniform or blended contribution rate system ¥ates determined as

1769 a percentage of the employee’s gross monthly compensation for
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the employee’s class or subclass of Florida Retirement System

membership, irrespective of the retirement plan in which the

individual employee is enrolled. This—shall—bekpown—as—=a

133 ™
| s e g

(2) In establishing a uniform contribution rate system, it
is the intent of the Legislature to:

(a) Provide greater stability and certainty in financial
planning and budgeting for Florida Retirement System employers
by eliminating the fiscal instability that would be caused by
multiple dwat rates coupled with employee-selected plan
participation;

(b) Provide greater fiscal equity and uniformity for system
employers by effectively distributing the financial burden and
benefit of short-term system deficits and surpluses,
respectively, in proportion to total system payroll; and

(c) Allow employees to make their retirement plan selection
decisions free of circumstances that may cause employers to
favor one plan choice over another.

Section 16. Subsections (1), (3), (4), and (5) of section
121.71, Florida Statutes, are amended to read:

121.71 Uniform rates; process; calculations; levy.—

(1) In conducting the system actuarial study required under
s. 121.031, the actuary shall follow all specified requirements
speeified to determine, by Florida Retirement System employee
membership class, the dollar contribution amounts necessary for

the next fiscal year for the pension plan and the cash balance

plan as determined by independent valuations of each plan. *»

adeition; The actuary shall also determine, by Florida

Retirement System membership class, based on an estimate for the
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next fiscal year of the gross compensation of employees
participating in the investment plan, the dollar contribution
amounts necessary to make the allocations required under ss.
121.72 and 121.73. For each employee membership class and
subclass, the actuarial study must establish a uniform rate
necessary to fund the benefit obligations under the beth Florida
Retirement System retirement plans by dividing the sum of total
dollars required by the estimated gross compensation of members
in the beth plans.

(3) Required employee retirement contribution rates for

each membership class and subclass of the Florida Retirement

System for the beth retirement plans are as follows:

Percentage of

Gross
Compensation,
Effective
Membership Class July 1, 2011
Regular Class 3.00%
Special Risk Class 3.00%
Special Risk
Administrative
Support Class 3.00%
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Elected Officers’ Class—

Legislators, Governor,

Lt. Governor,

Cabinet Officers,

State Attorneys,

Public Defenders 3.00%
1817
Elected Officers’ Class—
Justices, Judges 3.00%
1818
Elected Officers’ Class—
County Elected Officers 3.00%
1819
Senior Management Service
Class 3.00%
1820
DROP 0.00%
1821
1822 (4) Required employer retirement contribution rates for

1823 each membership class and subclass of the Florida Retirement

1824 System fer—Pboth—retirement—plans are as follows:

1825
Percentage of
Gross
Compensation,
Effective
Membership Class July 1, 2013
1826
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Regular Class 3.53%
Special Risk Class 11.00%

Special Risk

Administrative

oo

Support Class 4.17

Elected Officers’ Class—

Legislators, Governor,

Lt. Governor,

Cabinet Officers,

State Attorneys,

Public Defenders 6.52

oo

Elected Officers’ Class—
Justices, Judges 10.05%

Elected Officers’ Class—

County Elected Officers 8.44%
Senior Management Class 4.81%
DROP 4.63%

(5) In order to address unfunded actuarial liabilities of
the system, the required employer retirement contribution rates

for each membership class and subclass of the Florida Retirement
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System fer—both retirement—ptans are as follows:

Percentage of

Gross
Compensation,
Effective
Membership Class July 1, 2013
Regular Class 2.19%
Special Risk Class 6.83%
Special Risk
Administrative
Support Class 30.56%
Elected Officers’ Class—
Legislators, Governor,
Lt. Governor,
Cabinet Officers,
State Attorneys,
Public Defenders 24.85%
Elected Officers’ Class—
Justices, Judges 17.00%
Elected Officers’ Class— 23.36%
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County Elected Officers
1848
Senior Management Service
Class 12.27%
1849
DROP 7.01%
1850
1851 Section 17. Section 121.721, Florida Statutes, 1s created

1852 to read:

1853 121.721 Credits to cash balance plan member accounts and

1854 interest on accounts; percentage amounts.—

1855 (1) The service credits established in this section shall

1856| be used to fund retirement benefits under the cash balance plan

1857 and shall be transferred monthly by the Division of Retirement

1858 from the Florida Retirement System Contributions Clearing Trust

1859 Fund to the Cash Balance Plan Trust Fund and credited to each

1860| participating member’s account based on the membership class of

1861 the member.

1862 (2) The service credits are stated as a percentage of each

1863 cash balance plan member’s gross compensation for the calendar

1864| month. A change in a contribution percentage is effective the

1865 1st day of the month for which retirement contributions may be

1866| made on or after the beginning date of the change. Credit

1867| percentages may be modified by general law.

1868 (3) Employer and member credits as provided under s.

1869 121.602(5) and (6) shall be accounted for separately.

1870 (4) Credit allocations from the Florida Retirement System

1871 Contributions Clearing Account Trust Fund to the cash balance

1872| plan member annuity savings account for each member of the cash

Page 67 of 84
CODING: Words strieken are deletions; words underlined are additions.




1873
1874

1875

1876

1877

1878

1879

1880

1881

Florida Senate - 2014

578-01704A-14

balance plan are as follows:

Membership Class

Regular Class

Special Risk Class

Special Risk

Administrative

Support Class

Elected Officers’ Class—

Legislators, Governor,

Lt. Governor,

Cabinet Officers,

State Attorneys,

Public Defenders

Elected Officers’ Class—

Justices, Judges

Elected Officers’ Class—
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Percentage

of Gross
Compensation,

Effective
July 1, 2015

w
O
O
o°
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(@)
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County Elected Officers

Senior Management Service

Class 3.00

o°

(5) Service credit allocations from the Florida Retirement

System Contributions Clearing Account Trust Fund to the cash

balance plan employer retirement annuity account for each member

of the cash balance plan are as follows:

Percentage
of Gross
Compensation,
Effective
Membership Class July 1, 2015
Regular Class 3.05%
Special Risk Class 9.30%
Special Risk
Administrative
Support Class 3.05%
Elected Officers’ Class—
Legislators, Governor,
Lt. Governor,
Cabinet Officers, 5.58%
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State Attorneys,

Public Defenders

1893
Elected Officers’ Class—
Justices, Judges 9.11%
1894
Elected Officers’ Class—
County Elected Officers 7.55%
1895
Senior Management Service
Class 4.28%
1896
1897 (6) (a) Beginning July 1, 2015, each member of the cash

1898| balance plan may be credited with interest credits on the

1899 balance of the member’s accounts.

1900 (b) Effective July 1, 2015, the guaranteed interest credits

1901| payable on the balance of each member’s retirement annuity

1902 account and annuity savings account accrues at an effective

1903 annual rate of 2 percent, compounded monthly and credited

1904| monthly based on the prior month’s accumulated ending balances.

1905 Such interest credits must be posted to member accounts by the

1906 15th business day of the following month.

1907 (c) Effective July 1, 2015, additional interest credits
1908 shall be credited as follows:

1909 1. If the annual rate of return on investments of the cash

1910| Dbalance plan assets for the prior plan year did not exceed 2

1911| percent, no additional interest credits shall be allowed.

1912 2. If the annual rate of return on investments of the cash

1913| balance plan assets for the prior plan year was greater than 2
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percent, additional interest credits are payable on each

member’s retirement annuity account and annuity savings account

equal to 75 percent of the difference between the annual rate of

return and 2 percent.

3. All additional interest credits payable under this

paragraph shall be allocated on the 15th business day of

November following the close of the plan year based on the

member’s account balances as of the preceding June 30.

(d) To be eligible for an interest credit, the member must

have an account balance at the time the interest credit 1is

posted to the account. Interest credits may not be awarded to a

member who has taken a full distribution of the member’s

accounts or who has annuitized the member’s accumulated total

account balance before interest credits are posted.

(e) Notwithstanding paragraphs (b) and (c), interest

credits may not be granted on the member’s nonvested account

balances following the end of the second plan year after the

member has terminated without meeting the vesting requirements

of the cash balance plan.

Section 18. Section 121.73, Florida Statutes, is amended to

read:
121.73 Allocations for member disability coverage and

coverage for members killed in the line of duty; percentage

amounts.—

(1) The allocations established in:

(a) Subsection (3) shall be used to provide disability
coverage for members in the investment plan and shall-—be
transferred monthly by the Division of Retirement from the

Florida Retirement System Contributions Clearing Trust Fund to
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1943 the disability account of the Florida Retirement System Trust
1944 Fund.

1945 (b) Subsection (4) shall be used to provide disability

1946| coverage for members in the cash balance plan and transferred

1947| monthly by the Division of Retirement from the Florida

1948| Retirement System Contributions Clearing Trust Fund to the

1949| disability account of the Florida Retirement System Cash Balance
1950 Plan Trust Fund.

1951 (2) The allocations contained in this section are stated as

1952 a percentage of each investment plan or cash balance plan

1953| member’s gross compensation for the calendar month. A change in
1954 a contribution percentage is effective the 1st $£3¥st day of the
1955| month for which retirement contributions may be made on or after
1956 the beginning date of the change. Contribution percentages may
1957| be modified by general law.

1958 (3) Effective July 1, 2002, allocations from the Florida
1959| Retirement System Contributions Clearing Trust Fund to provide
1960| disability coverage for members in the investment plan, and to
1961| offset the costs of administering such said coverage, are as

1962 follows:

1963
Membership Class Percentage of Gross Compensation
1964
1965
Regular Class 0.25%
1966
Special Risk Class 1.33%
1967
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Special Risk Administrative

Support Class 0.45%

Elected Officers’ Class—
Legislators, Governor,
Lt. Governor, Cabinet
Officers,
State Attorneys, Public
Defenders 0.41

o°

Elected Officers’ Class—

o°

Justices, Judges 0.73

Elected Officers’ Class—
County Elected Officers 0.41

oo

Senior Management Service

Class 0.26%

(4) Allocations from the Florida Retirement System

Contributions Clearing Trust Fund to provide disability coverage

for members in the cash balance plan and to offset costs of

administering such coverage, are as follows:

Percentage of Gross

Compensation

Membership Class Effective July 1, 2015
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1980

1981

1982

1983

1984

1985

1986
1987
1988
1989
1990
1991
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Regular Class 0.26%
Special Risk Class 0.95%

Special Risk Administrative

o°

Support Class 0.26

Elected Officers’ Class—

Legislators, Governor,

Lt. Governor, Cabinet

Officers,
State Attorneys, Public
Defenders 0.24

oo

Elected Officers’ Class—

Justices, Judges 0.47%
Elected Officers’ Class—

County Elected Officers 0.27%
Senior Management Service

Class 0.21%

(5) The allocations established in this subsection shall be

transferred monthly by the Division of Retirement from the

Florida Retirement System Contributions Clearing Trust Fund to

the in-line-of-duty death account of the Florida Retirement

System Cash Balance Plan Trust Fund and shall be used to provide

Page 74 of 84
CODING: Words strieken are deletions; words underlined are additions.




1992
1993
1994

1995

1996

1997

1998

1999

2000

2001

2002

Florida Senate - 2014

578-01704A-14

(PROPOSED COMMITTEE BILL) SPB 7046

20147046

coverage for members of the cash balance plan killed in the line

of duty. The allocations are as follows:

Membership Class

Regular Class

Special Risk Class

Special Risk Administrative

Support Class

Elected Officers’ Class—

Legislators, Governor,

Lt. Governor, Cabinet

Officers,

State Attorneys, Public

Defenders

Elected Officers’ Class—

Justices, Judges

Elected Officers’ Class—
County Elected Officers

CODING: Words strieken are
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Senior Management Service
Class 0.11%
2003
2004
2005 Section 19. Section 121.74, Florida Statutes, 1s amended to
2006 read:
2007 121.74 Administrative and educational expenses.—In addition

2008 to contributions required to fund member accounts under ss.

2009 121.71 and 121.73, effective July 1, 2010, through June 30,

2010| 2014, employers participating in the Florida Retirement System

2011 shall contribute an employer assessment amount equal to 0.03

2012| percent of the payroll reported for each class or subclass of

2013 Florida Retirement System membership. Effective July 1, 2014,

2014 the employer assessment is the—eentributieon—rate—shatl—Pbe 0.04

2015| percent of the payroll reported for each class or subclass of
2016| membership. The amount assessed eemtributed shall be transferred
2017| by the Division of Retirement from the Florida Retirement System
2018 Contributions Clearing Trust Fund to the State Board of

2019| Administration’s Administrative Trust Fund to offset the costs

2020 of administering the investment plan and the cash balance plan

2021 and the costs of providing educational services to members of
2022 the Florida Retirement System. Approval of the trustees is

2023 required before the expenditure of these funds. Payments for
2024 third-party administrative or educational expenses shall be made
2025 only pursuant to the terms of the approved contracts for such
2026| services.

2027 Section 20. Section 121.76, Florida Statutes, is amended to
2028 read:

2029 121.76 Contributions for social security and for retiree
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health insurance subsidy.—Contributions required under this part
shall be made or deducted, as may—be appropriate, for each pay
period and are in addition to employer and member contributions

required for social security and the Retiree Health Insurance

Subsidy Trust Fund as provided under parts—F—andF+Feof this
chapter.

Section 21. Subsection (3) of section 121.78, Florida
Statutes, i1s amended to read:

121.78 Payment and distribution of contributions.—

(3) (a) Employee and employer contributions and accompanying
payroll data received after the 5th working day of the month are
considered late. The division empteyer shall assess the employer
be—assessedby—the divisieonof Retirement a penalty of 1 percent

of the contributions due for each calendar month or part thereof

that the contributions or accompanying payroll data are late.

Proceeds from the l1-—pereent assessment against—econtributiens
made on behalf of members of the pension plan shall must be

deposited in the Florida Retirement System Trust Fund, and

made on behalf of members of the investment plan shall be
transferred to the third-party administrator for deposit into

member accounts, as provided in paragraph (c). Proceeds from the

assessment made on behalf of members of the cash balance plan

shall be credited to the Florida Retirement System Cash Balance
Plan Trust Fund.

(b) Retirement contributions paid for a prior period shall
be charged a delinquent fee of 1 percent for each calendar month
or part thereof that the contributions should have been paid.

This includes prior period contributions due to incorrect wages
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2059 and contributions from an earlier report or wages and
2060 contributions that should have been reported but were not. The

2061| delinquent assessments may not be waived. Proceeds from the

2062| delinquent fee made on behalf of members of the pension plan

2063| shall be deposited into the Florida Retirement System Trust

2064 Fund. Proceeds from the delinquent fee made on behalf of members

2065 of the investment plan shall be transferred to the third-party

2066 administrator for deposit into member accounts. Proceeds from

2067 the delinquent fee made on behalf of members of the cash balance

2068| plan shall be deposited into the Florida Retirement System Cash

2069| Balance Plan Trust Fund to be credited to the annuity savings

2070 account and retirement savings accounts of the members.

2071 (c) If employee contributions or contributions made by an
2072 employer on behalf of members of the investment plan or

2073 accompanying payroll data are not received within the calendar
2074 month they are due, including, but not limited to, contribution
2075 adjustments as a result of employer errors or corrections, and
2076 if that delingquency results in market losses to members, the
2077 employer shall reimburse each member’s account for market losses
2078 resulting from the late contributions. If a member has

2079| terminated employment and taken a distribution, the member is
2080 responsible for returning any excess contributions erroneously
2081| provided by employers, adjusted for any investment gain or loss
2082 incurred during the period such excess contributions were in the
2083| member’s account. The state board or its designated agent shall
2084 communicate to terminated members any obligation to repay such
2085 excess contribution amounts. However, the state board, its

2086| designated agents, the Florida Retirement System Investment Plan

2087 Trust Fund, the department, or the Florida Retirement System
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2088 Trust Fund may not incur any loss or gain as a result of an
2089| employer’s correction of such excess contributions. The third-
2090| party administrator, hired by the state board pursuant to s.
2091 121.4501(8), shall calculate the market losses for each affected
2092| member. If contributions made on behalf of members of the
2093 investment plan or accompanying payroll data are not received
2094 within the calendar month due, the employer shall also pay the
2095 cost of the third-party administrator’s calculation and
2096| reconciliation adjustments resulting from the late
2097| contributions. The third-party administrator shall notify the
2098| employer of the results of the calculations and the total amount
2099 due from the employer for such losses and the costs of
2100 calculation and reconciliation. The employer shall remit to the
2101 division efRetirement the amount due within 30 working days
2102 after the date of the penalty notice sent by the division. The
2103 division shall transfer that amount to the third-party
2104 administrator, which shall deposit proceeds from the 1 percent
2105| assessment and from individual market losses into member
2106 accounts, as appropriate. The state board may adopt rules to
2107 administer the provisions regarding late contributions, late
2108 submission of payroll data, the process for reimbursing member
2109 accounts for resultant market losses, and the penalties charged
2110 to the employers.

2111 (d) If a cash balance plan member has terminated employment

2112 and taken a benefit payment, the member is responsible for

2113 returning any excess contributions erroneously provided by

2114| employers. The state board or its designated agent shall

2115 communicate to terminated members their obligation to repay

2116 excess contribution amounts. However, the state board, its
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designated agents, the Florida Retirement System Cash Balance

Plan Trust Fund, or the department may not incur any loss as a

result of an employer’s correction of the excess contributions.

(e)4d If employee contributions reported by an employer on
behalf of members are reduced as a result of employer errors or
corrections, and the member has terminated employment and taken

a refund, e distribution, or benefit payment, the employer

shall be billed and is responsible for recovering from the
member any excess contributions erroneously provided by the
employer.

(f)4e)r Assessments belingueney—fees specified in paragraph

(a) may be waived by the division, with regard to pension plan

contributions, and by the state board, with regard to investment

plan or cash balance plan contributions, only if, in the opinion

of the division or the board, as appropriate, exceptional
circumstances beyond the employer’s control prevented remittance
by the prescribed due date notwithstanding the employer’s good
faith efforts to effect delivery. Such a waiver of delinquency
may be granted an employer only once each plan year.

(g)+4£r If the employer submits excess employer or employee
contributions, the employer shall receive a credit to be applied
against future contributions owed. The employer is responsible
for reimbursing the member for any excess contributions
submitted if a amy return of such an erroneous excess pretax
contribution by the program is made within 1 year after making
erroneous contributions or such other period allowed under
applicable Internal Revenue guidance.

(h)<e» If contributions made by an employer on behalf of

members in the investment plan are delayed in posting to member
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accounts due to acts of God beyond the control of the division
ofRetirement, the state board, or the third-party
administrator, as applicable, market losses resulting from the
late contributions are not payable to the members.

Section 22. Subsection (10) of section 216.136, Florida
Statutes, 1is amended to read:

216.136 Consensus estimating conferences; duties and
principals.—

(10) FLORIDA RETIREMENT SYSTEM ACTUARIAL ASSUMPTION
CONFERENCE.—The Florida Retirement System Actuarial Assumption
Conference shall develop official information with respect to
the economic and noneconomic assumptions and funding methods of
the Florida Retirement System necessary to perform the system
actuarial studies stuwdy undertaken pursuant to ss. s+ 121.031(3)
and 121.602(20). Such information must shat+ include+ an

analysis of the actuarial assumptions and actuarial methods used
in the studies stwdy and a determination of whether changes to
the assumptions or methods need to be made due to experience
changes or revised future forecasts.

Section 23. Section 238.072, Florida Statutes, 1s amended
to read:

238.072 Special service provisions for extension
personnel.—All state and county cooperative extension personnel
holding appointments by the United States Department of
Agriculture for extension work in agriculture and home economics
in this state who are joint representatives of the University of

Florida and the United States Department of Agriculture, as

provided in s. 121.051(8) s+—32+-653++-, who are members of the

Teachers’ Retirement System, chapter 238, and who are prohibited
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2175 from transferring to and participating in the Florida Retirement
2176 System, chapter 121, may retire with full benefits upon
2177| completion of 30 years of creditable service and shall be
2178 considered to have attained normal retirement age under this

2179| chapter, any law to the contrary notwithstanding. In order to

2180 comply with the—preovisiens—ef s. 14, Art. X of the State

2181| Constitution, any liability accruing to the Florida Retirement

2182 System Trust Fund as a result of the—preovisiens—ef this section
2183 shall be paid on an annual basis from the General Revenue Fund.
2184 Section 24. Subsection (11) of section 413.051, Florida
2185 Statutes, 1s amended to read:

2186 413.051 Eligible blind persons; operation of vending
2187 stands.—
2188 (11) Effective July 1, 1996, blind licensees who remain

2189| members of the Florida Retirement System pursuant to s.
2190 121.051(7) (b)1. must s+—3*2

AN
\vaw

H-
H-

1ot shatd pay any

2191 unappropriated retirement costs from their net profits or from

2192| program income. Within 30 daysafter the effeective dateof +this
2193| &aet+ Each blind licensee who is eligible to maintain membership
2194 in the Florida Retirement System under s. 121.051(7) (b)1l. s+

2195 21-05+6)+br1~, but who elects to withdraw from the system as
2196 provided in s. 121.051(7) (b)3. s+—3+2+-05+6)++{)3-, must, on or

2197| before July 31, 1996, notify the Division of Blind Services and

2198 the Department of Management Services in writing of his or her
2199| election to withdraw. Failure to timely notify the divisions

2200 shall be deemed a decision to remain a compulsory member of the
2201 Florida Retirement System. However, if, at any time after July

2202 1, 1996, sufficient funds are not paid by a blind licensee to

2203 cover the required contribution to the Florida Retirement
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2204 System, that blind licensee shall become ineligible to
2205| participate in the Florida Retirement System on the last day of
2206| the first month for which no contribution is made or the amount
2207 contributed is insufficient to cover the required contribution.
2208 For any blind licensee who becomes ineligible to participate 4=
2209| +heFlorida Retirement—System as described in this subsection,
2210| no creditable service shall be earned under the Florida
2211 Retirement System for any period following the month that
2212 retirement contributions ceased to be reported. However, arny
2213| such person may participate in the Florida Retirement System in
2214 the future if employed by a participating employer in a covered
2215| position.
2216 Section 25. The Legislature finds that a proper and

2217 legitimate state purpose is served when employees and retirees

2218 of the state and its political subdivisions, and the dependents,

2219 survivors, and beneficiaries of such employees and retirees, are

2220 extended the basic protections afforded by governmental

2221 retirement systems. These persons must be provided benefits that

2222 are fair and adequate and that are managed, administered, and

2223 funded in an actuarially sound manner, as required by s. 14,

2224| Article X of the State Constitution and part VII of chapter 112,

2225 Florida Statutes. Therefore, the Legislature determines and

2226| declares that this act fulfills an important state interest.
2227 Section 26. (1) Effective July 1, 2015, in order to fund

2228 the benefit changes provided in this act, the required employer

2229 contribution rates for the unfunded actuarial liability of the

2230 Florida Retirement System established in s. 121.75(5), Florida

2231 Statutes, shall be adjusted as follows:

2232 (a) Elected Officers’ Class.—Rates for Legislators, the
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2233 Governor, the Lieutenant Governor, Cabinet Officers, State

2234| Attorneys, and Public Defenders shall be increased by

2235| percentage points.

2236 (b) Elected Officers’ Class.—Rates for County Elected

2237| Officers shall be increased by . percentage points.

2238 (c) Senior Management Service Class.—Rates for the Senior
2239| Management Service Class shall be increased by . percentage

2240| points.

2241 (2) The adjustments provided in subsection (1) are in

2242 addition to all other changes to such contribution rates which

2243| may be enacted into law to take effect on July 1, 2013, and July

2244 1, 2015. The Division of Law Revision and Information is

2245 requested to adjust accordingly the contribution rates provided
2246 in s. 121.71, Florida Statutes.
2247 Section 27. (1) The State Board of Administration shall

2248 request a determination letter as soon as practicable from the

2249 Internal Revenue Service as to whether this act or any portion

2250 of this act will cause the Florida Retirement System to be

2251 disqualified for tax purposes under the Internal Revenue Code.

2252 If the Internal Revenue Service refuses to act upon such

2253 request, a legal opinion from a qualified tax attorney or firm

2254| may be substituted for the determination letter.

2255 (2) If the board receives notification from the Internal

2256| Revenue Service that this act or any portion of this act will

2257 cause the Florida Retirement System to be disqualified, the

2258| portion that will cause the disqualification does not apply.

2259| Upon such notice, the board shall notify the presiding officers

2260 of the Legislature.
2261 Section 28. This act shall take effect July 1, 2015.
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