2013 Regular Session The Florida Senate

COMMITTEE MEETING EXPANDED AGENDA

GOVERNMENTAL OVERSIGHT AND ACCOUNTABILITY
Senator Ring, Chair
Senator Hays, Vice Chair

MEETING DATE: Thursday, February 21, 2013
TIME: 11:00 a.m.—1:30 p.m.
PLACE: Pat Thomas Committee Room, 412 Knott Building

MEMBERS: Senator Ring, Chair; Senator Hays, Vice Chair; Senators Bean, Benacquisto, Bradley, Hukill,
Montford, Simmons, and Smith

BILL DESCRIPTION and
TAB BILL NO. and INTRODUCER SENATE COMMITTEE ACTIONS COMMITTEE ACTION

A proposed committee substitute for the following bill (SB 458) is expected to be
considered:

1 SB 458 Firefighter and Police Officer Pension Plans; Fav/CS
Ring Providing for an additional mandatory payment by the Yeas 9 Nays 0
municipality or special fire control district to the
firefighters’ pension trust fund; amending a provision
relating to municipalities and special fire control
districts that have their own pension plans and want
to participate in the distribution of a tax fund;
providing for an additional mandatory payment by the
municipality to the municipal police officers’ retirement
trust fund; amending a provision relating to
municipalities that have their own pension plans for
police officers and want to participate in the
distribution of a tax fund, etc.

GO 02/06/2013 Temporarily Postponed
GO 02/21/2013 Fav/CS

CA

AP

2 SB 534 Publicly-funded Defined Benefit Retirement Plans; Temporarily Postponed
Brandes Providing that the state is not liable for shortfalls in
(Identical H 599) local government retirement systems or plans;
requiring a defined benefit system or plan to report
certain information to the Department of Management
Services and specifying the assumptions and
methods to be used in determining the information
submitted; requiring the plan sponsor to make the
information available on certain websites, etc.

GO 02/21/2013 Temporarily Postponed
CA
AP
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LEGISLATIVE ACTION
Senate . House
Comm: WD
02/21/2013

The Committee on Governmental Oversight and Accountability

(Bradley) recommended the following:
Senate Amendment (with title amendment)
Delete lines 76 - 576

and insert:

(6) “Defined contribution plan” means the component of a

local law plan to which deposits are made to provide benefits

for firefighters, or for firefighters and police officers if

both are included, under this chapter. Such component is an

element of a local law plan and exists in conjunction with the

defined benefit component that meets the minimum benefits and

minimum standards of this chapter. The retirement benefits of

the defined contribution plan shall be provided through member-
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directed investments, in accordance with s. 401(a), s. 401 (k),

or s. 457 of the Internal Revenue Code and related regulations.

(12) 43+ “Local law plan” means a retirement defined

benefit—pensien plan, which includes both a defined benefit plan

component and a defined contribution plan component, for

firefighters, or for firefighters or police officers if both are
where included, as described in s. 175.351, established by

municipal ordinance, special district resolution, or special act
of the Legislature, which emaetment sets forth all plan

provisions. Local law plan provisions may vary from the

provisions of this chapter if the;—provided—that—reguired

minimum benefits and minimum standards of this chapter are met.

However, any such variance must shad+ provide a greater benefit

for firefighters. Actuarial valuations of local law plans shall
be conducted by an enrolled actuary as provided in s.
175.261(2) .

(18)+4+H- “Supplemental plan” means a plan to which deposits

are made to provide extra benefits for firefighters, or for

firefighters and police officers if both are where included,

under this chapter. Such a plan is an element of a local law
plan and exists in conjunction with a defined benefit component
prarn that meets the minimum benefits and minimum standards of
this chapter.

Section 2. Paragraph (b) of subsection (7) of section
175.071, Florida Statutes, is amended to read:

175.071 General powers and duties of board of trustees.—For
any municipality, special fire control district, chapter plan,
local law municipality, local law special fire control district,

or local law plan under this chapter:
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(7) To assist the board in meeting its responsibilities
under this chapter, the board, if it so elects, may:
(b) Employ an independent enrolled actuary, as defined in

s. 175.0324#+-, at the pension fund’s expense.

If the board chooses to use the municipality’s or special
district’s legal counsel or actuary, or chooses to use any of
the municipality’s or special district’s other professional,
technical, or other advisers, i1t must do so only under terms and
conditions acceptable to the board.

Section 3. Section 175.351, Florida Statutes, 1s amended to
read:

175.351 Municipalities and special fire control districts

having their own pension plans for firefighters.—Fer—any
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ITow—pleonr—underthis——<ehapter+ In order for a municipality or
munteipatities—and special fire control district that has its

s—with—their own pension plan pranms for firefighters, or
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for firefighters and police officers if both are included, to
participate in the distribution of the tax fund established
under purswant—+te s. 175.101, a local law plan and its plan

sponsor prans must meet the minimum benefits and minimum
standards set forth in this chapter.

(1) As used in this section, the term:

(a) “Additional premium tax revenues” means revenues

received by a municipality or special fire control district

pursuant to s. 175.121 which exceed base premium tax revenues.

(b) “Base benefits” means those benefits in existence for
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firefighters on March 12, 1999.

(c) “Base premium tax revenues” means revenues received by

a municipality or special fire control district pursuant to s.

175.121 equal to the amount of such revenues received for

calendar year 1997.

(d) “Extra benefits” means benefits in addition to or

greater than those provided to general employees of the

municipality and in addition to those in existence for

firefighters on March 12, 1999.

(2)4+3> If a municipality has a pension plan for
firefighters, or a pension plan for firefighters and police
officers if both are included, which in the opinion of the
division meets the minimum benefits and minimum standards set
forth in this chapter, the board of trustees of the pension
plan, as approved by a majority of firefighters of the
municipality, must meys

42> place the income from the premium tax in s. 175.101 in
such pensiern plan for the sole and exclusive use of its
firefighters, or for firefighters and police officers if both

are included, where it shall become an integral part of that

pensien plan and shkhatdt be used to fund benefits for firefighters

as follows:

(a) The base premium tax revenues must be used to fund base

benefits.

(b) Additional premium tax revenues must be used to fund:

1. Any minimum benefits that were not included in the base

benefits; and

2. Any extra benefits that were added after March 12, 1999,

except as provided in subsection (4) te—payextrabenefits—+te
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(3) Insurance premium tax revenues may not be used to fund

benefits provided in a defined benefit plan which were not
2013.

(4) If a plan offers extra benefits,

provided by the plan as of March 1,

such benefits may be

reduced if the plan continues to meet the base benefits of the

plan and the minimum standards set forth in this chapter. Fifty

percent of the amount of insurance premium tax revenues

previously used to fund extra benefits before the reduction must

be used as additional contributions to fund the plan’s actuarial

deficiency, and the remaining 50 percent must be used to fund

the base benefits.

(5)42)> The premium tax provided by this chapter shall inm

art—eases be used in its entirety to provide retirement extra

benefits to firefighters, or to firefighters and police officers

if both are included. Hewever;
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(6)43> A retirement plan or amendment to a retirement plan

may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality, special fire control
district, or, where permitted, the Legislature. Copies of the
proposed plan or proposed plan change and the actuarial impact
statement of the proposed plan or proposed plan change shall be
furnished to the division before the last public hearing
thereon. Such statement must also indicate whether the proposed
plan or proposed plan change is in compliance with s. 14, Art. X
of the State Constitution and those provisions of part VII of
chapter 112 which are not expressly provided in this chapter.
Notwithstanding any other provision, only those local law plans
created by special act of legislation before May 27, 1939, are
deemed to meet the minimum benefits and minimum standards only
in this chapter.

(7)44>» Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) A local law plan and a supplemental plan may continue

to use their definition of compensation or salary in existence
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on March 12, 1999.

(b) Section 175.061(1) (b) does not apply, and a local law
plan and a supplemental plan shall continue to be administered
by a board or boards of trustees numbered, constituted, and
selected as the board or boards were numbered, constituted, and
selected on December 1, 2000.

()  Th lect+ 1 ~An
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have—been—made~
(8)45)> The retirement plan setting forth the benefits and

+ £
T o -

o
[

the trust agreement, if any, covering the duties and
responsibilities of the trustees and the regulations of the
investment of funds must be in writing, and copies made
available to the participants and to the general public.

Section 4. Present subsections (7) through (16) of section
185.02, Florida Statutes, are renumbered as subsections (8)
through (17), respectively, a new subsection (7) is added to
that section, and subsection (4), paragraph (c) of subsection
(5), and present subsections (10) and (15) of that section are
amended, to read:

185.02 Definitions.—For any municipality, chapter plan,
local law municipality, or local law plan under this chapter,
the following words and phrases as used in this chapter shall
have the following meanings, unless a different meaning is
plainly required by the context:

(4) “Compensation” or “salary” means, for noncollectively
bargained service earned before July 1, 2011, or for service
earned under collective bargaining agreements in place before
July 1, 2011, the total cash remuneration including “overtime”

paid by the primary employer to a police officer for services
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rendered, but not including any payments for extra duty or

special detail work performed on behalf of a second party
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teer—per—eatendar—year- For noncollectively
bargained service earned on or after July 1, 2011, or for
service earned under collective bargaining agreements entered
into on or after July 1, 2011, the term has the same meaning
except that when calculating retirement benefits, up to 300
hours per year in overtime compensation may be included as
specified in the plan or collective bargaining agreement, but
payments for accrued unused sick or annual leave may not be
included.

(a) Any retirement trust fund or plan that meets the
requirements of this chapter does not, solely by virtue of this
subsection, reduce or diminish the monthly retirement income
otherwise payable to each police officer covered by the
retirement trust fund or plan.

(b) The member’s compensation or salary contributed as
employee-elective salary reductions or deferrals to any salary
reduction, deferred compensation, or tax-sheltered annuity
program authorized under the Internal Revenue Code shall be
deemed to be the compensation or salary the member would receive
if he or she were not participating in such program and shatt—be
treated as compensation for retirement purposes under this
chapter.

(c) For any person who first becomes a member in any plan

year beginning on or after January 1, 1996, compensation for
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that plan year may not include any amounts in excess of the
Internal Revenue Code s. 401(a) (17) limitation, as amended by
the Omnibus Budget Reconciliation Act of 1993, which limitation
of $150,000 shall be adjusted as required by federal law for
qualified government plans and shatdt—be further adjusted for
changes in the cost of living in the manner provided by Internal
Revenue Code s. 401 (a) (17) (B). For any person who first became a
member before the first plan year beginning on or after January
1, 1996, the limitation on compensation may not be less than the
maximum compensation amount that was allowed to be taken into
account under the plan as in effect on July 1, 1993, which
limitation shall be adjusted for changes in the cost of living
since 1989 in the manner provided by Internal Revenue Code s.
401 (a) (17) (1991) .

(5) “Creditable service” or “credited service” means the
aggregate number of years of service and fractional parts of
years of service of any police officer, omitting intervening
years and fractional parts of years when such police officer may
not have been employed by the municipality subject to the
following conditions:

(c) Credited service under this chapter shall be provided

only for service as a police officer—as—<defined—Tn—subsecetion
+3+++ or for military service and may not include credit for any
other type of service. A municipality may, by local ordinance,
may provide for the purchase of credit for military service
occurring before employment as well as prior service as a police
officer for some other employer as long as the police officer is
not entitled to receive a benefit for such other prior service

as a police officer. For purposes of determining credit for
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prior service, in addition to service as a police officer in
this state, credit may be given for federal, other state, or
county service as long as such service is recognized by the
Criminal Justice Standards and Training Commission within the
Department of Law Enforcement as provided under chapter 943 or
the police officer provides proof to the board of trustees that
such service is equivalent to the service required to meet the
definition of a police officer under subsection (12) -43.

(7) “Defined contribution plan” means the component of a

local law plan to which deposits are made to provide benefits

for police officers, or for police officers and firefighters if

both are included. Such component is an element of a local law

plan and exists in conjunction with the defined benefit

component that meets the minimum benefits and minimum standards

of this chapter. The retirement benefits of the defined

contribution plan shall be provided through member-directed

investments, in accordance with s. 401(a), s. 401(k), or s. 457

of the Internal Revenue Code and related regulations.

(11) 436> “Local law plan” means a retirement defined

benefit—pensien plan, which includes both a defined benefit plan

component and a defined contribution plan component, for police

officers, or for police officers and firefighters if both arey

where included, as described in s. 185.35, established by

municipal ordinance or special act of the Legislature, which
enaetment sets forth all plan provisions. Local law plan
provisions may vary from the provisions of this chapter if the+

provided—that—reguired minimum benefits and minimum standards of

this chapter are met. However, any such variance must shkadt

provide a greater benefit for police officers. Actuarial
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valuations of local law plans shall be conducted by an enrolled
actuary as provided in s. 185.221(2) (b).

(16)+4+5) “Supplemental plan” means a plan to which deposits
of the premium tax moneys as provided in s. 185.08 are made to
provide extra benefits to police officers, or police officers

and firefighters if both are where included, under this chapter.

Such a plan is an element of a local law plan and exists in
conjunction with a defined benefit component ptar that meets the
minimum benefits and minimum standards of this chapter.

Section 5. Paragraph (b) of subsection (6) of section
185.06, Florida Statutes, is amended to read:

185.06 General powers and duties of board of trustees.—For
any municipality, chapter plan, local law municipality, or local
law plan under this chapter:

(6) To assist the board in meeting its responsibilities
under this chapter, the board, if it so elects, may:

(b) Employ an independent enrolled actuary, as defined in

s. 185.0248), at the pension fund’s expense.

If the board chooses to use the municipality’s or special
district’s legal counsel or actuary, or chooses to use any of
the municipality’s other professional, technical, or other
advisers, it must do so only under terms and conditions
acceptable to the board.

Section 6. Section 185.35, Florida Statutes, is amended to
read:

185.35 Municipalities having their own pension plans for

police officers.For—any municipality;—chapter plan—teocal—taw
munteipatityr—or tocal—tawpltan—vnder—+this—ehapter+ In order for
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303 a municipality munieipatities with its £heir own retirement plan
304| pensien—pltans for police officers, or for police officers and

305| firefighters if both are included, to participate in the
306| distribution of the tax fund established under purswvant—te s.
307 185.08, a local law plan and its plan sponsor p+ans must meet

308 the minimum benefits and minimum standards set forth in this
309 chapter:

310 (1) As used in this section, the term:

311 (a) “Additional premium tax revenues” means revenues

312 received by a municipality pursuant to s. 185.10 which exceed

313| base premium tax revenues.

314 (b) “Base benefits” means benefits in existence for police
315 officers on March 12, 1999.

316 (c) “Base premium tax revenues” means revenues received by

317 a municipality pursuant to s. 185.10 equal to the amount of such

318 revenues received for calendar year 1997.

319 (d) “Extra benefits” means benefits in addition to or

320 greater than those provided to general employees of the

321| municipality and in addition to those in existence for police
322 officers on March 12, 1999.

323 (2)4++ If a municipality has a retirement pensien plan for

324| police officers, or for police officers and firefighters if both
325| are included, which, in the opinion of the division, meets the
326| minimum benefits and minimum standards set forth in this

327 chapter, the board of trustees of the pension plan, as approved
328| by a majority of police officers of the municipality, must may:
329 42> place the income from the premium tax in s. 185.08 in
330 such pemsier plan for the sole and exclusive use of its police

331 officers, or its police officers and firefighters if included,
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332| where it shall become an integral part of that pemssiern plan and
333| wshalt be used to fund benefits for police officers as follows:

334 (a) The base premium tax revenues must be used to fund base
335| benefits.

336 (b) Additional premium tax revenues must be used to fund:
337 1. Any minimum benefits that were not included in the base
338| benefits; and

339 2. Any extra benefits that were added after March 12, 1999,
340| except as provided in subsection (4) payextrabenefits+teothe
341| poliece—-officers—ineludedin+that pension plani—oF

342 o Mayplace—+the incomefromthe premiumta—3ns5+—+85-08
343 in—a—separate—supplemental plan—+topay extra—benefits—+teo—Ethe
344| police—-eofficers;—or poltice-officers—and firefighters3f

345 retuded—participating i suvch Separate sSupptemerntal—pian.

346 (3) Insurance premium tax revenues may not be used to fund

347| benefits provided in a defined benefit plan which were not

348| provided by the plan as of March 1, 2013.

349 (4) If a plan offers extra benefits, such benefits may be

350 reduced if the plan continues to meet the base benefits of the

351| plan and the minimum standards set forth in this chapter. Fifty

352| percent of the amount of insurance premium tax revenues

353| previously used to fund extra benefits before the reduction must

354| be used as additional contributions to fund the plan’s actuarial

355 deficiency, and the remaining 50 percent must be used to fund
356 the base benefits.
357 (5)42)r The premium tax provided by this chapter shall in

358 all cases be used in its entirety to provide extra benefits to

359| police officers, or to police officers and firefighters if both

360 are included. Hewever;—leocal law plans—Inecffeeton Octeber—15
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(6)+43> A retirement plan or amendment to a retirement plan
may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality or, where permitted,
the Legislature. Copies of the proposed plan or proposed plan
change and the actuarial impact statement of the proposed plan
or proposed plan change shall be furnished to the division
before the last public hearing thereon. Such statement must also
indicate whether the proposed plan or proposed plan change is in
compliance with s. 14, Art. X of the State Constitution and

those provisions of part VII of chapter 112 which are not

expressly provided in this chapter. Notwithstanding any other
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390| provision, only those local law plans created by special act of
391 legislation before May 27, 1939, are deemed to meet the minimum
392| benefits and minimum standards only in this chapter.

393 (7) 44> Notwithstanding any other provision, with respect to
394 any supplemental plan municipality:

395 (a) Section 185.02(4) (a) does not apply, and a local law
396| plan and a supplemental plan may continue to use their

397 definition of compensation or salary in existence on March 12,
398 1999.

399 (b) A local law plan and a supplemental plan must continue
400 to be administered by a board or boards of trustees numbered,

401 constituted, and selected as the board or boards were numbered,

402 constituted, and selected on December 1, 2000.

403 fer—TFhe—~eteection set—Fforth in paragraph b )—Fsdeemed—Eo
404 have—been—made~
405 (8) 45 The retirement plan setting forth the benefits and

406 the trust agreement, if any, covering the duties and

407 responsibilities of the trustees and the regulations of the

408 investment of funds must be in writing and copies made available
409 to the participants and to the general public.

410
411 ================= T I T LE A MENIDDMENT =s===============
412| And the title is amended as follows:

413 Delete lines 7 - 36

414 and insert:

415 reference; amending s. 175.351, F.S., relating to

416 municipalities and special fire control districts that
417 have their own pension plans and want to participate
418 in the distribution of a tax fund; revising
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419 definitions; revising how income from the premium tax
420 must be used; amending s. 185.02, F.S.; revising
421 definitions to conform to changes made by the act and
422 adding a definition of the term “defined contribution
423 plan”; deleting a provision allowing a local law plan
424 to limit the amount of overtime payments which can be
425 used for retirement benefit calculations; amending s.
426 185.06, F.S.; conforming a cross-reference; amending
427 s. 185.35, F.S., relating to municipalities that have
428 their own pension plans for police officers and want
429 to participate in the distribution of a tax fund;
430 revising definitions; revising how income from the

431 premium tax must be used;
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LEGISLATIVE ACTION
Senate . House
Comm: WD
02/21/2013

The Committee on Governmental Oversight and Accountability

(Bean) recommended the following:
Senate Amendment (with title amendment)
Between lines 290 and 291

insert:

(10) Notwithstanding any other provision of law, with

respect to any plan subject to this chapter, if the municipality

or special fire control district and the plan members’

collective bargaining representative, or, if there is no

collective bargaining representative, a majority of the plan

members, mutually consent to the retirement benefits provided in

the plan or to the use of income for retirement benefits from

the premium tax provided pursuant to this chapter, the
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provisions of the agreement shall be deemed to comply with this

chapter for all purposes.

Between lines 576 and 577
insert:

(10) Notwithstanding any other provision of law, with

respect to any plan subject to this chapter, if the municipality

and the plan members’ collective bargaining representative, or,

if there is no collective bargaining representative, a majority

of the plan members, mutually consent to the retirement benefits

provided in the plan or to the use of income for retirement

benefits from the premium tax provided pursuant to this chapter,

the provisions of the agreement shall be deemed to comply with

this chapter for all purposes.

================= 17 I T L E A MENDDME N T ================
And the title is amended as follows:

Delete line 19
and insert:

by a certain date; providing that certain plan

agreements between a municipality or district and the

plan members are deemed to comply with this chapter;

amending s. 185.02, F.S.; revising

Delete line 36

and insert:
contribution plan in place by a certain date;
providing that certain plan agreements between a

municipality and the plan members are deemed to comply
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Proposed Committee Substitute by the Committee on Governmental

Oversight and Accountability

A bill to be entitled

An act relating to firefighter and police officer

pension plans; amending s. 175.032, F.

S.; revising

definitions to conform to changes made by the act and

adding a definition for “defined contribution plan”;

amending s. 175.071, F.S.; conforming

reference; amending s. 175.091, F.S.;

a Ccross-—

providing for an

additional mandatory payment by the municipality or

special fire control district to the firefighters’

pension trust fund; amending s. 175.35

1, F.s.,

relating to municipalities and special fire control

districts that have their own pension plans and want

to participate in the distribution of a tax fund;

revising definitions; revising how inc

premium tax must

be used; requiring ce

ome from the

rtain tax

revenues to be placed in a defined contribution plan

and used to fund special benefits; req

uiring plan

sponsors to have a defined contribution plan in place

by a certain date; amending s. 185.02,

F.S.; revising

definitions to conform to changes made by the act and

adding a definition for “defined contribution plan”;

deleting a provision allowing a local law plan to

limit the amount of overtime payments which can be

used for retirement benefit calculations; amending s.

185.06, F.S.; conforming a cross-reference; amending

s. 185.07, F.S.;

providing for an addi

tional mandatory

payment by the municipality to the police officers’

2/4/2013 3:11:24 PM
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retirement trust fund; amending s. 185.35, F.S.,
relating to municipalities that have their own pension
plans for police officers and want to participate in
the distribution of a tax fund; revising definitions;
revising how income from the premium tax must be used;
requiring certain tax revenues to be placed in a
defined contribution plan and used to fund special
benefits; requiring plan sponsors to have a defined
contribution plan in place by a certain date;
providing a declaration of important state interest;

providing an effective date.
Be It Enacted by the Legislature of the State of Florida:

Section 1. Present subsections (6) through (18) of section
175.032, Florida Statutes, are renumbered as subsections (7)
through (19), respectively, a new subsection (6) is added to
that section, and paragraph (c) of subsection (4) and present
subsections (11) and (17) of that section are amended, and to
read:

175.032 Definitions.—For any municipality, special fire
control district, chapter plan, local law municipality, local
law special fire control district, or local law plan under this
chapter, the following words and phrases have the following
meanings:

(4) “Creditable service” or “credited service” means the
aggregate number of years of service, and fractional parts of
years of service, of any firefighter, omitting intervening years

and fractional parts of years when such firefighter may not have
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been employed by the municipality or special fire control
district, subject to the following conditions:

(c) Credited service under this chapter shall be provided

only for service as a firefighter—as—definedin subseetieon &)
or for military service and does not include credit for any
other type of service. A municipality may, by local ordinance,
or a special fire control district may, by resolution, may
provide for the purchase of credit for military service prior to
employment as well as for prior service as a firefighter for
some other employer as long as a firefighter is not entitled to
receive a benefit for such prior service as a firefighter. For
purposes of determining credit for prior service as a
firefighter, in addition to service as a firefighter in this
state, credit may be given for federal, other state, or county
service if the prior service is recognized by the Division of
State Fire Marshal as provided under chapter 633, or the
firefighter provides proof to the board of trustees that his or
her service is equivalent to the service required to meet the
definition of a firefighter under subsection (9) +8).

(6) “Defined contribution plan” means the component of a

local law plan to which deposits are made to provide special

benefits for firefighters, or for firefighters and police

officers if both are included, under this chapter. Such

component is an element of a local law plan and exists in

conjunction with the defined benefit component that meets the

minimum benefits and minimum standards of this chapter. The

retirement benefits of the defined contribution plan shall be

provided through member-directed investments, in accordance with

ss. 401(a), 401(k), or 457 of the Internal Revenue Code and
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(12) 33 “Local law plan” means a retirement defimed

benefitpension plan, which includes both a defined benefit plan

component and a defined contribution plan component, for

firefighters, or for firefighters or police officers if both are
where included, as described in s. 175.351, established by
municipal ordinance, special district resolution, or special act
of the Legislature, which eraetment sets forth all plan
provisions. Local law plan provisions may vary from the

provisions of this chapter if the;—previdedthat—reqguired

minimum benefits and minimum standards of this chapter are met.
However, any such variance must shadld provide a greater benefit
for firefighters. Actuarial valuations of local law plans shall
be conducted by an enrolled actuary as provided in s.
175.261(2) .

(18)+4++- “Supplemental plan” means a plan to which deposits
are made to provide extra benefits for firefighters, or for
firefighters and police officers if both are where included,
under this chapter. Such a plan is an element of a local law
plan and exists in conjunction with a defined benefit component
ptarn that meets the minimum benefits and minimum standards of
this chapter.

Section 2. Paragraph (b) of subsection (7) of section
175.071, Florida Statutes, is amended to read:

175.071 General powers and duties of board of trustees.—For
any municipality, special fire control district, chapter plan,
local law municipality, local law special fire control district,
or local law plan under this chapter:

(7) To assist the board in meeting its responsibilities
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under this chapter, the board, if it so elects, may:
(b) Employ an independent enrolled actuary, as defined in

s. 175.0324%#-, at the pension fund’s expense.

If the board chooses to use the municipality’s or special
district’s legal counsel or actuary, or chooses to use any of
the municipality’s or special district’s other professional,
technical, or other advisers, it must do so only under terms and
conditions acceptable to the board.

Section 3. Present paragraphs (e), (f), and (g) of
subsection (1) of section 175.091, Florida Statutes, are
redesignated as paragraphs (f), (g), and (h), respectively, and
a new paragraph (e) is added to that subsection, to read:

175.091 Creation and maintenance of fund.—For any
municipality, special fire control district, chapter plan, local
law municipality, local law special fire control district, or
local law plan under this chapter:

(1) The firefighters’ pension trust fund in each
municipality and in each special fire control district shall be
created and maintained in the following manner:

(e) By mandatory payment by the municipality or special

fire control district of the amount specified in s. 175.351 (4)

if the long-term funded ratio of the plan is less than 80

percent as shown by the most recent valuation of the plan.

Nothing in this section shall be construed to require adjustment
of member contribution rates in effect on the date this act
becomes a law, including rates that exceed 5 percent of salary,

provided that such rates are at least one-half of 1 percent of

Page 5 of 21
2/4/2013 3:11:24 PM

144
145
146
147
148
149
150
151
152
153
154
155
156
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172

Florida Senate - 2013
Bill No. SB 458

PROPOSED COMMITTEE SUBSTITUTE

RN <

585-01499C-13
salary.

Section 4. Section 175.351, Florida Statutes, is amended to
read:

175.351 Municipalities and special fire control districts
having their own pension plans for firefighters.—Fer—any
]Hili‘ei‘ EaiiEy, Speeial ﬁife coRtrot diSEfieEI Tocat—daw

144 h| 3 £ +

i o 1 1 1 1 dictydot
moRrerpaTT Y ST e FTar— ¥ rEror—=¢6

1 1
TSEET 7 —= S==

Taw—ptar—under—thi hapters In order for a municipality or

munteipatities—and special fire control district that has its

dist +
eistriet

+th—their own pension plan ptens for firefighters, or
for firefighters and police officers if both are included, to
participate in the distribution of the tax fund established
under purswant—te s. 175.101, a local law plan and its plan

sponsor ptanas must meet the minimum benefits and minimum

standards set forth in this chapter.

(1) As used in this section, the term:

(a) “Additional premium tax revenues” means revenues

received by a municipality or special fire control district

pursuant to s. 175.121 which exceed base premium tax revenues.

(b) “Base benefits” means those benefits in existence for

firefighters on March 12, 1999.

(c) “Base premium tax revenues” means revenues received by

a municipality or special fire control district pursuant to s.

175.121 equal to the amount of such revenues received for

calendar year 1997.

(d) “Extra benefits” means benefits in addition to or

greater than those provided to general employees of the

municipality and in addition to those in existence for

firefighters on March 12, 1999.
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(e) “Special benefits” means benefits provided in a defined

contribution plan.

(2)43%)» If a municipality has a pension plan for
firefighters, or a pension plan for firefighters and police
officers if both are included, which in the opinion of the
division meets the minimum benefits and minimum standards set
forth in this chapter, the board of trustees of the pension
plan, as approved by a majority of firefighters of the
municipality, must mey:

+=) place the income from the premium tax in s. 175.101 in
such penasien plan for the sole and exclusive use of its
firefighters, or for firefighters and police officers if both
are included, where it shall become an integral part of that

pension plan and shali—Pbe used to fund benefits for firefighters

as follows:

(a) The base premium tax revenues must be used to fund base

benefits.

(b) Of the premium tax revenues received that are in excess

of the amount received for the 2012 calendar year, and any

accumulations of additional premium tax revenues that have not

been applied to fund extra benefits:

1. If the plan has a long-term funded ratio of less than 80

percent as shown by the most recent valuation of the plan:

a. Seventy-five percent must be used as additional

contributions to pay the plan’s actuarial deficiency; and

b. Twenty-five percent must be placed in a defined

contribution plan to fund special benefits.

2. If the plan has a long-term funded ratio of 80 percent

or greater as shown by the most recent valuation of the plan,
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100 percent must be placed in a defined contribution plan to

fund special benefits.

(c) Additional premium tax revenues not described in

paragraph (b) must be used to fund:

1. Any minimum benefits that were not included in the base

benefits; and

2. Any extra benefits that were added after March 12, 1999,

except as provided in subsection (4) +e—pay tra—perefits—+
the—firefightersinecluded inthat pensionplan;——or

VASNY vk + 1 £ + 1 + 1 ul 5 101 1
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firefighters;—orto firefighters—and pols ffiecers—+f

] ded + o 1 + 2 1 h + il +o1 1

ineluded;—participatingin—such PaEa upplementat—plan.

(3) Insurance premium tax revenues may not be used to fund

benefits provided in a defined benefit plan which were not

provided by the plan as of March 1, 2013.

(4) If a plan offers extra benefits, such benefits may be

reduced if the plan continues to meet the base benefits of the

plan and the minimum standards set forth in this chapter. The

amount of insurance premium tax revenues previously used to fund

extra benefits before the reduction must be used as provided in

subsection (2) (b). Twenty-five percent of the amount of any

mandatory contribution paid by the municipality or special fire

control district that were previously used to fund extra

benefits before the reduction must be used as additional

contributions as specified in s. 175.091 to fund the plan’s

actuarial deficiency.

(5)+42)> The premium tax provided by this chapter shall in

att—eases be used in its entirety to provide retirement extra
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benefits to firefighters, or to firefighters and police officers

11 1 3 ££
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wsed—to—provide—extra—benefits+ Local law plans created by
special act before May 27, 1939, are deemed to comply with this

chapter. Fer—the purpose—ofthis chapter;—thetermt+
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(6)+43> A retirement plan or amendment to a retirement plan
may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality, special fire control
district, or, where permitted, the Legislature. Copies of the
proposed plan or proposed plan change and the actuarial impact
statement of the proposed plan or proposed plan change shall be
furnished to the division before the last public hearing

thereon. Such statement must also indicate whether the proposed
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plan or proposed plan change is in compliance with s. 14, Art. X
of the State Constitution and those provisions of part VII of
chapter 112 which are not expressly provided in this chapter.
Notwithstanding any other provision, only those local law plans
created by special act of legislation before May 27, 1939, are
deemed to meet the minimum benefits and minimum standards only
in this chapter.

(7)+44) Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) A local law plan and a supplemental plan may continue
to use their definition of compensation or salary in existence
on March 12, 1999.

(b) Section 175.061(1) (b) does not apply, and a local law
plan and a supplemental plan shall continue to be administered
by a board or boards of trustees numbered, constituted, and
selected as the board or boards were numbered, constituted, and

selected on December 1, 2000.

te} The election set forth in paragraph ¢
havebeen—made~

(8)+45)» The retirement plan setting forth the benefits and
the trust agreement, if any, covering the duties and
responsibilities of the trustees and the regulations of the
investment of funds must be in writing, and copies made
available to the participants and to the general public.

(9) In addition to the defined benefit component of the

local law plan, each plan sponsor must have a defined

contribution plan component within the local law plan by October

1, 2013, or upon the creation date of a new participating plan.

However, the plan sponsor of any plan established by special act
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of the Legislature has until July 1, 2014, to create a defined

contribution component within the plan.

Section 5. Present subsections (7) through (16) of section
185.02, Florida Statutes, are renumbered as subsections (8)
through (17), respectively, a new subsection (7) 1is added to
that section, and subsection (4), paragraph (c) of subsection
(5), and present subsections (10) and (15) of that section are
amended, to read:

185.02 Definitions.—For any municipality, chapter plan,
local law municipality, or local law plan under this chapter,
the following words and phrases as used in this chapter shall
have the following meanings, unless a different meaning is
plainly required by the context:

(4) “Compensation” or “salary” means, for noncollectively
bargained service earned before July 1, 2011, or for service
earned under collective bargaining agreements in place before
July 1, 2011, the total cash remuneration including “overtime”
paid by the primary employer to a police officer for services
rendered, but not including any payments for extra duty or

special detail work performed on behalf of a second party

employer. leoecaltawploanrmay timitthe ameount—of rEim

22 b a4 £ +4 £ b £+ 1

1obd
—eah—o =3 S—T+TOo¥r—¥ Trement—oeRetT STrCUTa O

hours—perofficer pereatendar—ear- For noncollectively

bargained service earned on or after July 1, 2011, or for
service earned under collective bargaining agreements entered
into on or after July 1, 2011, the term has the same meaning
except that when calculating retirement benefits, up to 300

hours per year in overtime compensation may be included as
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specified in the plan or collective bargaining agreement, but
payments for accrued unused sick or annual leave may not be
included.

(a) Any retirement trust fund or plan that meets the
requirements of this chapter does not, solely by virtue of this
subsection, reduce or diminish the monthly retirement income
otherwise payable to each police officer covered by the
retirement trust fund or plan.

(b) The member’s compensation or salary contributed as
employee-elective salary reductions or deferrals to any salary
reduction, deferred compensation, or tax-sheltered annuity
program authorized under the Internal Revenue Code shall be
deemed to be the compensation or salary the member would receive
if he or she were not participating in such program and sheaii—be
treated as compensation for retirement purposes under this
chapter.

(c) For any person who first becomes a member in any plan
year beginning on or after January 1, 1996, compensation for
that plan year may not include any amounts in excess of the
Internal Revenue Code s. 401 (a) (17) limitation, as amended by
the Omnibus Budget Reconciliation Act of 1993, which limitation
of $150,000 shall be adjusted as required by federal law for
qualified government plans and shall—be further adjusted for
changes in the cost of living in the manner provided by Internal
Revenue Code s. 401(a) (17) (B). For any person who first became a
member before the first plan year beginning on or after January
1, 1996, the limitation on compensation may not be less than the
maximum compensation amount that was allowed to be taken into

account under the plan as in effect on July 1, 1993, which
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limitation shall be adjusted for changes in the cost of living
since 1989 in the manner provided by Internal Revenue Code s.
401 (a) (17) (1991) .

(5) “Creditable service” or “credited service” means the
aggregate number of years of service and fractional parts of
years of service of any police officer, omitting intervening
years and fractional parts of years when such police officer may
not have been employed by the municipality subject to the
following conditions:

(c) Credited service under this chapter shall be provided
only for service as a police officer—as—<definedin subsecetion
3+ or for military service and may not include credit for any
other type of service. A municipality mey, by local ordinance,
may provide for the purchase of credit for military service
occurring before employment as well as prior service as a police
officer for some other employer as long as the police officer is
not entitled to receive a benefit for such other prior service
as a police officer. For purposes of determining credit for
prior service, in addition to service as a police officer in
this state, credit may be given for federal, other state, or
county service as long as such service is recognized by the
Criminal Justice Standards and Training Commission within the
Department of Law Enforcement as provided under chapter 943 or
the police officer provides proof to the board of trustees that
such service is equivalent to the service required to meet the
definition of a police officer under subsection (12) 3.

(7) “Defined contribution plan” means the component of a

local law plan to which deposits are made to provide special

benefits for police officers, or for police officers and
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firefighters if both are included. Such component is an element

of a local law plan and exists in conjunction with the defined

benefit component that meets the minimum benefits and minimum

standards of this chapter. The retirement benefits of the

defined contribution plan shall be provided through member-

directed investments, in accordance with ss. 401 (a), 401 (k), or

457 of the Internal Revenue Code and related regulations.
(11) 436> “Local law plan” means a retirement defined

benefit—pension plan, which includes both a defined benefit plan

component and a defined contribution plan component, for police

officers, or for police officers and firefighters if both ares
where included, as described in s. 185.35, established by
municipal ordinance or special act of the Legislature, which
enaetment sets forth all plan provisions. Local law plan

provisions may vary from the provisions of this chapter if thes

provided—that—reguired minimum benefits and minimum standards of
this chapter are met. However, any such variance must shald
provide a greater benefit for police officers. Actuarial
valuations of local law plans shall be conducted by an enrolled
actuary as provided in s. 185.221(2) (b).

(16)+4+5)> “Supplemental plan” means a plan to which deposits
of the premium tax moneys as provided in s. 185.08 are made to
provide extra benefits to police officers, or police officers
and firefighters if both are where included, under this chapter.
Such a plan is an element of a local law plan and exists in
conjunction with a defined benefit component ptar that meets the
minimum benefits and minimum standards of this chapter.

Section 6. Paragraph (b) of subsection (6) of section

185.06, Florida Statutes, is amended to read:
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185.06 General powers and duties of board of trustees.—For
any municipality, chapter plan, local law municipality, or local
law plan under this chapter:

(6) To assist the board in meeting its responsibilities
under this chapter, the board, if it so elects, may:

(b) Employ an independent enrolled actuary, as defined in

s. 185.02+48), at the pension fund’s expense.

If the board chooses to use the municipality’s or special
district’s legal counsel or actuary, or chooses to use any of
the municipality’s other professional, technical, or other
advisers, it must do so only under terms and conditions
acceptable to the board.

Section 7. Present paragraphs (e), (f), and (g) of
subsection (1) of section 185.07, Florida Statutes, are
redesignated as paragraphs (f), (g), and (h), respectively, and
a new paragraph (e) is added to that subsection, to read:

185.07 Creation and maintenance of fund.—For any
municipality, chapter plan, local law municipality, or local law
plan under this chapter:

(1) The municipal police officers’ retirement trust fund in
each municipality described in s. 185.03 shall be created and
maintained in the following manner:

(e) By mandatory payment by the municipality of the amount
specified in s. 185.35(4) if the long-term funded ratio of the

plan is less than 80 percent as shown by the most recent

valuation of the plan.

Nothing in this section shall be construed to require adjustment
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of member contribution rates in effect on the date this act
becomes a law, including rates that exceed 5 percent of salary,
provided that such rates are at least one-half of 1 percent of
salary.

Section 8. Section 185.35, Florida Statutes, is amended to
read:

185.35 Municipalities having their own pension plans for
police officers.tFer—any munteipatity—chapter plan,—teoecat =
muntetpatityr—or tocattaw pranunder—this—ehapters In order for
a municipality munieipaltities with its €hedr own retirement plan
pensieon—ptans for police officers, or for police officers and

firefighters if both are included, to participate in the
distribution of the tax fund established under pursuvant—te s.
185.08, a local law plan and its plan sponsor ptans must meet

the minimum benefits and minimum standards set forth in this
chapter:

(1) As used in this section, the term:

(a) “Additional premium tax revenues” means revenues

received by a municipality pursuant to s. 185.10 which exceed

base premium tax revenues.

(b) “Base benefits” means benefits in existence for police
officers on March 12, 1999.

(c) “Base premium tax revenues” means revenues received by

a municipality pursuant to s. 185.10 equal to the amount of such

revenues received for calendar year 1997.

(d) “Extra benefits” means benefits in addition to or

greater than those provided to general employees of the

municipality and in addition to those in existence for police

officers on March 12, 1999.
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(e) “Special benefits” means benefits provided in a defined

contribution plan.

(2)4%)» If a municipality has a retirement pemsien plan for
police officers, or for police officers and firefighters if both
are included, which, in the opinion of the division, meets the
minimum benefits and minimum standards set forth in this
chapter, the board of trustees of the pension plan, as approved
by a majority of police officers of the municipality, must may+
+4a) place the income from the premium tax in s. 185.08 in
such pensiern plan for the sole and exclusive use of its police
officers, or its police officers and firefighters if included,
where it shall become an integral part of that pemsien plan and
shatlt—Pe used to fund benefits for police officers as follows:

(a) The base premium tax revenues must be used to fund base

benefits.

(b) Of the premium tax revenues received that are in excess

of the amount received for the 2012 calendar year, and any

accumulations of additional premium tax revenues that have not

been applied to fund extra benefits:

1. If the plan has a long-term funded ratio of less than 80

percent as shown by the most recent valuation of the plan:

a. Seventy-five percent must be used as additional

contributions to pay the plan’s actuarial deficiency; and

b. Twenty-five percent must be placed in a defined

contribution plan to fund special benefits.

2. If the plan has a long-term funded ratio of 80 percent

or greater as shown by the most recent valuation of the plan,

100 percent must be placed in a defined contribution plan to

fund special benefits.
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(c) Additional premium tax revenues not described in

paragraph (b) must be used to fund:

1. Any minimum benefits that were not included in the base

benefits; and
2. Any extra benefits that were added after March 12, 1999,
except as provided in subsection (4) payextrabenefitsto—the

££4 3} 1luded 3 PR 3 bl
po=T T ¥ RergacaTh—that peRsSToh—Pprahy ¥
VAT 1 £h 3 £ £h 3 + 3 195 08
{o—May—Pp=ro 1t Thcome—trom—tnepremIum—to E=33 e =
14 ££4 13 ££4 d £1 £ioht i £
po=T T S r—Pport T+ E= R ¥Fe I g * E==o

(3) Insurance premium tax revenues may not be used to fund

benefits provided in a defined benefit plan which were not

provided by the plan as of March 1, 2013.

(4) If a plan offers extra benefits, such benefits may be

reduced if the plan continues to meet the base benefits of the

plan and the minimum standards set forth in this chapter. The

amount of insurance premium tax revenues previously used to fund

extra benefits before the reduction must be used as provided in

subsection (2) (b). Twenty-five percent of the amount of any

mandatory contribution paid by the municipality or special fire

control district that were previously used to fund extra

benefits before the reduction must be used as additional

contributions as specified in s. 185.07 to fund the plan’s

actuarial deficiency.

(5)42)> The premium tax provided by this chapter shall in
all cases be used in its entirety to provide extra benefits to

police officers, or to police officers and firefighters if both

are included. Hew r—localtawplans—ineffeeton teober——
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(6)43)» A retirement plan or amendment to a retirement plan
may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality or, where permitted,
the Legislature. Copies of the proposed plan or proposed plan
change and the actuarial impact statement of the proposed plan
or proposed plan change shall be furnished to the division
before the last public hearing thereon. Such statement must also
indicate whether the proposed plan or proposed plan change is in
compliance with s. 14, Art. X of the State Constitution and
those provisions of part VII of chapter 112 which are not

expressly provided in this chapter. Notwithstanding any other
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provision, only those local law plans created by special act of
legislation before May 27, 1939, are deemed to meet the minimum
benefits and minimum standards only in this chapter.

(7)+44) Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) Section 185.02(4) (a) does not apply, and a local law
plan and a supplemental plan may continue to use their
definition of compensation or salary in existence on March 12,
1999.

(b) A local law plan and a supplemental plan must continue
to be administered by a board or boards of trustees numbered,
constituted, and selected as the board or boards were numbered,

constituted, and selected on December 1, 2000.

(e} Th 1 44 £ £ £ 1Y (B g +
{e)—+r =+ EroR—Set——Torta IR PpParagrapn (o= Seemea—t

(8)+45)» The retirement plan setting forth the benefits and
the trust agreement, if any, covering the duties and
responsibilities of the trustees and the regulations of the
investment of funds must be in writing and copies made available
to the participants and to the general public.

(9) In addition to the defined benefit component of the

local law plan, each plan sponsor must have a defined

contribution plan component within the local law plan by October

1, 2013, or upon the creation date of a new participating plan.

However, the plan sponsor of any plan established by special act

of the Legislature has until July 1, 2014, to create a defined

contribution component within the plan.

Section 9. The Legislature finds that a proper and

legitimate state purpose is served when employees and retirees
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of the state and its political subdivisions, and the dependents,

survivors, and beneficiaries of such employees and retirees, are

extended the basic protections afforded by governmental

retirement systems that provide fair and adequate benefits and

that are managed, administered, and funded in an actuarially

sound manner as required by s. 14, Article X of the State

Constitution and part VII of chapter 112, Florida Statutes.

Therefore, the Legislature determines and declares that this act

fulfills an important state interest.

Section 10. This act shall take effect July 1, 2013.
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LEGISLATIVE ACTION
Senate . House
Comm: RCS
02/21/2013

The Committee on Governmental Oversight and Accountability

(Ring) recommended the following:

Senate Amendment

Delete lines 271 - 273

and insert:

ratio of the actuarial value of assets of the plan to the

actuarial accrued liabilities of the plan, as reported in

the

most recent actuarial valuation of the plan, deemed to be

in

compliance with

Delete lines 705 - 707
and insert:

ratio of the actuarial value of assets of the plan to the
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13 actuarial accrued liabilities of the plan, as reported in the

14| most recent actuarial valuation of the plan, deemed to be in

15 compliance with
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LEGISLATIVE ACTION
Senate . House
Comm: RCS
02/21/2013

The Committee on Governmental Oversight and Accountability

(Ring) recommended the following:
Senate Amendment
Delete lines 353 - 354

and insert:

described in paragraph (a) that must be used to fund defined

benefit plan benefits, except as otherwise excluded from

consideration in determining the mandatory payment.

Delete lines 791 - 792
and insert:

must be used to fund defined benefit plan benefits, except as

otherwise excluded from consideration in determining the
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Proposed Committee Substitute by the Committee on Governmental

Oversight and Accountability
A bill to be entitled

An act relating to firefighter and police officer
pension plans; amending s. 175.021, F.S.; revising the
legislative declaration to require all plans to meet
the requirements of ch. 175, F.S., in order to receive
insurance premium tax revenues; amending s. 175.032,
F.S.; revising definitions to conform to changes made
by the act and adding new definitions; amending s.
175.071, F.S.; conforming a cross-reference; amending
s. 175.091, F.S.; revising existing payment provisions
and providing an additional mandatory payment by the
municipality or special fire control district to the
firefighters’ pension trust fund; amending s. 175.351,
F.S., relating to municipalities and special fire
control districts that have their own pension plans
and want to participate in the distribution of a tax
fund; revising how income from the premium tax must be
used; requiring plan sponsors to have a defined
contribution plan in place by a certain date; amending
s. 185.01, F.S.; revising the legislative declaration
to require all plans to meet the requirements of ch.
185, F.S., in order to receive insurance premium tax
revenues; amending s. 185.02, F.S.; revising
definitions to conform to changes made by the act and
adding new definitions; deleting a provision allowing
a local law plan to limit the amount of overtime

payments which can be used for retirement benefit
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calculations; amending s. 185.06, F.S.; conforming a
cross-reference; amending s. 185.07, F.S.; revising
existing payment provisions and providing for an
additional mandatory payment by the municipality to
the police officers’ retirement trust fund; amending
s. 185.35, F.S., relating to municipalities that have
their own pension plans for police officers and want
to participate in the distribution of a tax fund;
revising how income from the premium tax must be used;
requiring plan sponsors to have a defined contribution
plan in place by a certain date; providing a
declaration of important state interest; providing an

effective date.
Be It Enacted by the Legislature of the State of Florida:
Section 1. Subsection (2) of section 175.021, Florida

Statutes, is amended to read:

175.021 Legislative declaration.—

(2) This chapter hereby establishes, for all municipal and

special district pension plans existing mew—er—hereafter under

this chapter, including chapter plans and local law plans, base

minimum benefits and minimum standards for the operation and

funding of such plans, hereinafter referred to as firefighters’

pension trust funds, which must be met as a condition precedent

PROPOSED COMMITTEE SUBSTITUTE

to the plan or plan sponsor receiving a distribution of

insurance premium tax revenues under s. 175.121. The base

mindmum benefits and minimum standards for each plan as set

forth in this chapter may not be diminished by local charter,
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ordinance, or resolution or by special act of the Legislature,

N £it

or ner—may—theminitmum benefd

r—minimum——standards be reduced
or offset by any other local, state, or federal law that may
include firefighters in its operation, except as provided under
s. 112.65.

Section 2. Section 175.032, Florida Statutes, is amended to
read:

175.032 Definitions.—For any municipality, special fire
control district, chapter plan, local law municipality, local
law special fire control district, or local law plan under this
chapter, the term fellewing—words—and—phrases—have—thefollowing
meaRIAGS:

(1) “Additional premium tax revenues” means revenues

received by a municipality or special fire control district

pursuant to s. 175.121 which exceed base premium tax revenues.

(2) 43 +=> “Average final compensation” for:

(a) A full-time firefighter means one-twelfth of the
average annual compensation of the 5 best years of the last 10
years of creditable service before prier—te retirement,
termination, or death, or the career average as a full-time
firefighter since July 1, 1953, whichever is greater. A year is
shatt—Pbe 12 consecutive months or such other consecutive period
of time as is used and consistently applied.

”

(b) = rage—finat mpensation’”—feor A volunteer

firefighter means the average salary of the 5 best years of the
last 10 best contributing years before a prier—te change in
status to a permanent full-time firefighter or retirement as a
volunteer firefighter or the career average of a volunteer

firefighter, since July 1, 1953, whichever is greater.
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(3) “Base benefits” means the level of benefits in

existence for firefighters on March 12, 1999.

(4) “Base premium tax revenues” means revenues received by

a municipality or special fire control district pursuant to s.

175.121 equal to the amount of such revenues received for

calendar year 1997.

(5)+42)» “Chapter plan” means a separate defined benefit
pension plan for firefighters which incorporates by reference
the provisions of this chapter and has been adopted by the
governing body of a municipality or special district. Except as
may be specifically authorized in this chapter, the provisions
of a chapter plan may not differ from the plan provisions set
forth in ss. 175.021-175.341 and 175.361-175.401. Actuarial
valuations of chapter plans shall be conducted by the division
as provided by s. 175.261(1).

(6)+43)» “Compensation” or “salary” means, for
noncollectively bargained service earned before July 1, 2011, or
for service earned under collective bargaining agreements in
place before July 1, 2011, the fixed monthly remuneration paid a
firefighter. If remuneration is based on actual services
rendered, as in the case of a volunteer firefighter, the term
means the total cash remuneration received yearly for such
services, prorated on a monthly basis. For noncollectively
bargained service earned on or after July 1, 2011, or for
service earned under collective bargaining agreements entered
into on or after July 1, 2011, the term has the same meaning
except that when calculating retirement benefits, up to 300
hours per year in overtime compensation may be included as

specified in the plan or collective bargaining agreement, but
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payments for accrued unused sick or annual leave may not be
included.

(a) Any retirement trust fund or plan that meets the
requirements of this chapter does not, solely by virtue of this
subsection, reduce or diminish the monthly retirement income
otherwise payable to each firefighter covered by the retirement
trust fund or plan.

(b) The member’s compensation or salary contributed as
employee-elective salary reductions or deferrals to any salary
reduction, deferred compensation, or tax-sheltered annuity
program authorized under the Internal Revenue Code shall be
deemed to be the compensation or salary the member would receive
if he or she were not participating in such program and skatl—be
treated as compensation for retirement purposes under this
chapter.

(c) For any person who first becomes a member in any plan
year beginning on or after January 1, 1996, compensation for
that plan year may not include any amounts in excess of the
Internal Revenue Code s. 401 (a) (17) limitation, as amended by
the Omnibus Budget Reconciliation Act of 1993, which limitation
of $150,000 shall be adjusted as required by federal law for
qualified government plans and shall be further adjusted for
changes in the cost of living in the manner provided by Internal
Revenue Code s. 401(a) (17) (B). For any person who first became a
member before the first plan year beginning on or after January
1, 1996, the limitation on compensation may not be less than the
maximum compensation amount that was allowed to be taken into
account under the plan in effect on July 1, 1993, which

limitation shall be adjusted for changes in the cost of living
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since 1989 in the manner provided by Internal Revenue Code s.
401 (a) (17) (1991) .

(7)+44) “Creditable service” or “credited service” means the
aggregate number of years of service, and fractional parts of
years of service, of any firefighter, omitting intervening years
and fractional parts of years when such firefighter may not have
been employed by the municipality or special fire control
district, subject to the following conditions:

(a) A Ne firefighter may not widd receive credit for years
or fractional parts of years of service if he or she has
withdrawn his or her contributions to the fund for those years
or fractional parts of years of service, unless the firefighter
repays into the fund the amount he or she has withdrawn, plus
interest determined by the board. The member shall have at least
90 days after his or her reemployment to make repayment.

(b) A firefighter may voluntarily leave his or her
contributions in the fund for a—peried—of 5 years after leaving
the employ of the fire department, pending the possibility of
being rehired by the same department, without losing credit for
the time he or she has participated actively as a firefighter.
If the firefighter is not reemployed as a firefighter, with the
same department, within 5 years, his or her contributions shall
be returned without interest.

(c) Credited service under this chapter shall be provided

only for service as a firefighter;—as—defined—in—sub tieon—8)~
or for military service and does not include credit for any
other type of service. A municipality mey, by local ordinance,
or a special fire control district mey, by resolution, may

provide for the purchase of credit for military service prior to
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employment as well as for prior service as a firefighter for
some other employer as long as a firefighter is not entitled to
receive a benefit for such prior service as—a—firefighter. For
purposes of determining credit for prior service as a
firefighter, in addition to service as a firefighter in this
state, credit may be given for federal, other state, or county
service if the prior service is recognized by the Division of
State Fire Marshal as provided under chapter 633, or the
firefighter provides proof to the board of trustees that his or
her service is equivalent to the service required to meet the
definition of a firefighter under subsection (12) +8%.

(8)+45)» “Deferred Retirement Option Plan” or “DROP” means a
local law plan retirement option in which a firefighter may
elect to participate. A firefighter may retire for all purposes
of the plan and defer receipt of retirement benefits into a DROP
account while continuing employment with his or her employer.
However, a firefighter who enters #£he DROP and who is otherwise
eligible to participate may shalt not thereby be precluded from
participating, or continuing to participate, in a supplemental
plan in existence on, or created after, March 12, 1999 +he

ffoatd d
=+ =

+ £+ +
o = = =

Sa=n =3

o

(9) “Defined contribution plan” means the component of a

local law plan to which deposits are made to provide benefits

for firefighters, or for firefighters and police officers if

both are included, under this chapter. Such component is an

element of a local law plan and exists in conjunction with the

defined benefit component that meets the base benefits and

minimum standards of this chapter. The retirement benefits of

the defined contribution plan shall be provided through
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individual member accounts in accordance with the applicable

provisions of the Internal Revenue Code and related regulations

and are limited to the contributions made into each member’s

account and the actual accumulated earnings, net of expenses,

earned on the member’s account.

(10)+46)> “Division” means the Division of Retirement of the
Department of Management Services.

(11)+# “Enrolled actuary” means an actuary who is enrolled
under Subtitle C of Title III of the Employee Retirement Income
Security Act of 1974 and who is a member of the Society of
Actuaries or the American Academy of Actuaries.

(12)48)(a) “Firefighter” means any person employed solely
by a constituted fire department of any municipality or special
fire control district who is certified as a firefighter as a
condition of employment in accordance with s. 633.35 and whose
duty it is to extinguish fires, to protect life, or to protect
property. The term includes all certified, supervisory, and
command personnel whose duties include, in whole or in part, the
supervision, training, guidance, and management responsibilities
of full-time firefighters, part-time firefighters, or auxiliary
firefighters but does not include part-time firefighters or
auxiliary firefighters. However, for purposes of this chapter
only, the term also includes public safety officers who are
responsible for performing both police and fire services, who
are certified as police officers or firefighters, and who are
certified by their employers to the Chief Financial Officer as
participating in this chapter before October 1, 1979. Effective
October 1, 1979, public safety officers who have not been

certified as participating in this chapter are considered police

Page 8 of 33
2/18/2013 2:34:40 PM




231
232
233
234
235
236
237
238
239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259

Florida Senate - 2013
Bill No. SB 458

PROPOSED COMMITTEE SUBSTITUTE

[N -
585-01672-13

officers for retirement purposes and are eligible to participate
in chapter 185. Any plan may provide that the fire chief has an
option to participate, or not, in that plan.

(b) “Volunteer firefighter” means any person whose name is
carried on the active membership roll of a constituted volunteer
fire department or a combination of a paid and volunteer fire
department of any municipality or special fire control district
and whose duty it is to extinguish fires, to protect life, and
to protect property. Compensation for services rendered by a
volunteer firefighter shall not disqualify him or her as a
volunteer. A person shall not be disqualified as a volunteer
firefighter solely because he or she has other gainful
employment. Any person who volunteers assistance at a fire but
is not an active member of a department described herein is not
a volunteer firefighter within the meaning of this paragraph.

(13)+4%» “Firefighters’ Pension Trust Fund” means a trust
fund, by whatever name known, as provided under s. 175.041, for
the purpose of assisting municipalities and special fire control
districts in establishing and maintaining a retirement plan for
firefighters.

(14)+43#63 “Local law municipality” is any municipality in
which £here—-exists a local law plan exists.

(15) 433> “Local law plan” means a retirement defined

benefitpensien plan, which includes both a defined benefit plan

component and a defined contribution plan component, for

firefighters, or for firefighters or police officers if both are
where included, as described in s. 175.351, established by
municipal ordinance, special district resolution, or special act

of the Legislature, which emaetment sets forth all plan
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provisions. Local law plan provisions may vary from the

provisions of this chapter if the base;—preovidedthatreguired
mindmum benefits and minimum standards of this chapter are met.
However, any such variance must shatd provide a greater benefit
for firefighters. Actuarial valuations of local law plans shall
be conducted by an enrolled actuary as provided in s.
175.261(2) .

(16)+4%2)> “Local law special fire control district” is any
special fire control district in which £here—exists a local law
plan exists.

(17) “Long-term funded ratio” or “funded ratio” means the

ratio of the actuarial assets of the plan to the actuarial

liabilities of the plan as reported in the most recent actuarial

valuation of the plan and deemed to be in compliance with

chapter 112 by the Department of Management Services.

(18)+4#33 “Property insurance” means property insurance as
defined in s. 624.604 and covers real and personal property
within the corporate limits of a amy municipality, or within the
boundaries of a amy special fire control district, within the
state. “Multiple peril” means a combination or package policy
that includes both property and casualty coverage for a single
premium.

(19)+4*4)> “Retiree” or “retired firefighter” means a
firefighter who has entered retirement status. For the purposes
of a plan that includes a Deferred Retirement Option Plan
(DROP), a firefighter who enters #he DROP is shaidi—be considered
a retiree for all purposes of the plan. However, a firefighter

who enters +he DROP and who is otherwise eligible to participate

may shatt not £hereby be precluded from participating, or
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continuing to participate, in a supplemental plan in existence

on, or created after, March 12, 1999 £k ffeetd s £k
aet.

(20)+4+5> “Retirement” means a firefighter’s separation from
city or fire district employment as a firefighter with immediate
eligibility for xeeeipt—of benefits under the plan. For purposes
of a plan that includes a Deferred Retirement Option Plan
(DROP), “retirement” means the date a firefighter enters £he
DROP.

(21) “Special benefits” means benefits provided in a

defined contribution plan for firefighters.

(22)+43+6) “Special fire control district” means a special
district, as defined in s. 189.403+43), established for the
purposes of extinguishing fires, protecting life, and protecting
property within the incorporated or unincorporated portions of a
ary county or combination of counties, or within any combination
of incorporated and unincorporated portions of a amy county or
combination of counties. The term does not include any dependent
or independent special district, as those terms are defined in

s. 189.40342)r—and—{3)—respeectively, the employees of which are

members of the Florida Retirement System pursuant to s.
121.051(1) or (2).

(23)+4+#H- “Supplemental plan” means a plan to which deposits
are made to provide extra benefits for firefighters, or for
firefighters and police officers if both are where included,
under this chapter. Such a plan is an element of a local law
plan and exists in conjunction with a defined benefit component
pran that meets the base mimimum benefits and minimum standards

of this chapter.
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(24)+43%8) “Supplemental plan municipality” means a amy local
law municipality in which +here—existed a supplemental plan
existed, of any type or nature, as of December 1, 2000.

Section 3. Paragraph (b) of subsection (7) of section
175.071, Florida Statutes, is amended to read:

175.071 General powers and duties of board of trustees.—For
any municipality, special fire control district, chapter plan,
local law municipality, local law special fire control district,
or local law plan under this chapter:

(7) To assist the board in meeting its responsibilities
under this chapter, the board, if it so elects, may:

(b) Employ an independent enrolled actuary, as defined in

s. 175.0324#), at the pension fund’s expense.

If the board chooses to use the municipality’s or special
district’s legal counsel or actuary, or chooses to use any of
the municipality’s or special district’s other professional,
technical, or other advisers, it must do so only under terms and
conditions acceptable to the board.

Section 4. Paragraphs (d) through (g) of subsection (1) of
section 175.091, Florida Statutes, are amended, and a new
paragraph (e) is added to that subsection, to read:

175.091 Creation and maintenance of fund.—For any
municipality, special fire control district, chapter plan, local
law municipality, local law special fire control district, or
local law plan under this chapter:

(1) The firefighters’ pension trust fund in each
municipality and in each special fire control district shall be

created and maintained in the following manner:
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(d) By mandatory payment by the municipality or special
fire control district of a sum equal to the normal cost of and
the amount required to fund any actuarial deficiency shown by an
actuarial valuation as provided in part VII of chapter 112 after

taking into account the amounts described in paragraphs (b),

(c), (£f), (g), and (h) and the amounts of the tax proceeds

described in paragraph (a) that must be used to fund the normal

costs of base benefits and other pension benefits.

(e) For local law plans, and in addition to the mandatory

payment described in paragraph (d), by mandatory payment by the

municipality or special fire control district of the amount

specified in s. 175.351(3) if the long-term funded ratio of the

plan is less than 80 percent.

(f)+4e)» By all gifts, bequests, and devises when donated to
the fund.

(9)+4Fr By all accretions to the fund by way of interest or
dividends on bank deposits, or otherwise.

(h)+4&)» By all other sources or income now or hereafter
authorized by law for the augmentation of such firefighters’

pension trust fund.

Nothing in this section shall be construed to require adjustment
of member contribution rates in effect on the date this act
becomes a law, including rates that exceed 5 percent of salary,
provided that such rates are at least one-half of 1 percent of
salary.

Section 5. Section 175.351, Florida Statutes, is amended to
read:

175.351 Municipalities and special fire control districts
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having their own pension plans for firefighters.—Fer—any

14+ io1 £ trol dicted o
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thi hapters In order for a municipality or

1 1 |
aW—pPTrah—aRaeE

munreipalitd arnd special fire control district that has its
distriets—with—+their own pension plan piens for firefighters, or

for firefighters and police officers if both are included, to
participate in the distribution of the tax fund established
under purswant—te s. 175.101, a local law plan and its plan

sponsor p+ans must meet the base mimimum benefits and minimum
standards set forth in this chapter.

(1) If a municipality has a pension plan for firefighters,
or a pension plan for firefighters and police officers if both
are included, which in the opinion of the division meets the
base mimimum benefits and minimum standards set forth in this
chapter, the board of trustees of the pension plan, as approved
by a majority of firefighters of the municipality, must may:

+2)> place the income from the premium tax in s. 175.101 in
such pemsier plan for the sole and exclusive use of its
firefighters, or for firefighters and police officers if both
are included, where it shall become an integral part of that

pensien plan and skatt be used to fund benefits for firefighters

as follows:

(a) The base premium tax revenues must be used to fund base

benefits.

(b) Of the premium tax revenues received that are in excess

of the amount received for the 2012 calendar year, and any

accumulations of additional premium tax revenues that have not

been applied to fund extra benefits:
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1. If the plan has a long-term funded ratio of less than 80

percent:

a. Fifty percent must be used as additional contributions

to pay the plan’s actuarial deficiency and may not be considered

in the determination of the mandatory payment described in s.
175.091 (1) (d);

b. Twenty-five percent must be used to fund base benefits;

and

c. Twenty-five percent must be placed in a defined

contribution plan to fund special benefits.

2. If the plan has a long-term funded ratio of 80 percent

or greater:

a. Fifty percent must be used to fund base benefits; and

b. Fifty percent must be placed in a defined contribution

plan to fund special benefits.

(c) Additional premium tax revenues not described in

paragraph (b) must be used to fund benefits that were not

included in the base benefits teo—pay tra—benefits—+te the
£ 2 £ i 3 l dad 1 o+ 1 1 2
Sheefiahtersanednaed—rthar persion plarr o
VAZAY Pl + 1 1 £ + 1 1 + 175 101 1
or—Pta ke —dnecome—from—the premium tax dr s+ 75 +0+—in
4 1 o1 1 4+ 4 b £ 4 +
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(2) Insurance premium tax revenues may not be used to fund

benefits provided in a defined benefit plan which were not

provided by the plan as of March 1, 2013.

(3) If a plan offers benefits in excess of its base

benefits, such benefits may be reduced if the plan continues to

meet the base benefits of the plan and the minimum standards set
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forth in this chapter. The amount of insurance premium tax

revenues previously used to fund benefits in excess of the

plan’s base benefits before the reduction must be used as

provided in subsection (1) (b). Twenty-five percent of the amount

of any mandatory contribution paid by the municipality or

special fire control district which was previously used to fund

extra benefits before the reduction must be used as additional

contributions as specified in s. 175.091 to fund the plan’s

actuarial deficiency.

(4) 42y The premium tax provided by this chapter shall 4w
att—eases be used in its entirety to provide retirement extra
benefits to firefighters, or to firefighters and police officers

11 h| 3 ££ £
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(5)43* A retirement plan or amendment to a retirement plan
may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality, special fire control
district, or, where permitted, the Legislature. Copies of the
proposed plan or proposed plan change and the actuarial impact
statement of the proposed plan or proposed plan change shall be
furnished to the division before the last public hearing
thereon. Such statement must also indicate whether the proposed
plan or proposed plan change is in compliance with s. 14, Art. X
of the State Constitution and those provisions of part VII of
chapter 112 which are not expressly provided in this chapter.
Notwithstanding any other provision, only those local law plans
created by special act of legislation before May 27, 1939, are
deemed to meet the base mimimum benefits and minimum standards
only in this chapter.

(6)+4)» Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) A local law plan and a supplemental plan may continue
to use their definition of compensation or salary in existence
on March 12, 1999.

(b) Section 175.061(1) (b) does not apply, and a local law
plan and a supplemental plan shall continue to be administered
by a board or boards of trustees numbered, constituted, and
selected as the board or boards were numbered, constituted, and
selected on December 1, 2000.

\ Tl
T

1 44 £ Lol 3 h
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e paragraph—1T 1+t
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(7)45)» The retirement plan setting forth the benefits and
the trust agreement, 1if any, covering the duties and
responsibilities of the trustees and the regulations of the
investment of funds must be in writing, and copies made

available to the participants and to the general public.

(8) In addition to the defined benefit component of the

local law plan, each plan sponsor must have a defined

contribution plan component within the local law plan by October

1, 2013, or upon the creation date of a new participating plan.

However, the plan sponsor of any plan established by special act

of the Legislature has until July 1, 2014, to create a defined

contribution component within the plan.

Section 6. Subsection (2) of section 185.01, Florida

Statutes, is amended to read:
185.01 Legislative declaration.—
(2) This chapter hereby establishes, for all municipal

pension plans amew—er—hereinafter provided for under this

chapter, including chapter plans and local law plans, base
minimum benefits and minimum standards for the operation and

funding of such plans, which must be met as a condition

precedent to the plan or plan sponsor receiving a distribution

of insurance premium tax revenues under s. 185.10 hereinafter

£ a + ££4 r 4 £+ +
* S T E= retrrement Ty

oo .
¥ ¥ as—fontetpat—pott
£funds. The base minimum benefits and minimum standards for each
plan as set forth in this chapter may not be diminished by local

ordinance or by special act of the Legislature, or mer—may—the

Firtmamenefit rminimom—standards—be reduced or offset by

any other local, state, or federal plan that may include police
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officers in its operation, except as provided under s. 112.65.
Section 7. Section 185.02, Florida Statutes, is amended to
read:
185.02 Definitions.—For any municipality, chapter plan,

local law municipality, or local law plan under this chapter,

11 3 3
T TorTrowIng eI RTS8 =3

18 : 4 b +h £ £ .

(1) “Additional premium tax revenues” means revenues

received by a municipality pursuant to s. 185.10 which exceed

base premium tax revenues.

(2)+43%)» “Average final compensation” means one-twelfth of
the average annual compensation of the 5 best years of the last
10 years of creditable service prior to retirement, termination,
or death.

(3) “Base benefits” means the level of benefits in

existence for police officers on March 12, 1999.

(4) “Base premium tax revenues” means revenues received by

a municipality pursuant to s. 185.10 equal to the amount of such

revenues received for calendar year 1997.

(5)+42)» “Casualty insurance” means automobile public
liability and property damage insurance to be applied at the
place of residence of the owner, or if the subject is a
commercial vehicle, to be applied at the place of business of
the owner; automobile collision insurance; fidelity bonds;
burglary and theft insurance; and plate glass insurance.
“Multiple peril” means a combination or package policy that
includes both property coverage and casualty coverage for a

single premium.
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(6)+43)» “Chapter plan” means a separate defined benefit
pension plan for police officers which incorporates by reference
the provisions of this chapter and has been adopted by the
governing body of a municipality as provided in s. 185.08.
Except as may be specifically authorized in this chapter, the
provisions of a chapter plan may not differ from the plan
provisions set forth in ss. 185.01-185.341 and 185.37-185.39.
Actuarial valuations of chapter plans shall be conducted by the
division as provided by s. 185.221(1) (b).

(7)+44)» “Compensation” or “salary” means, for
noncollectively bargained service earned before July 1, 2011, or
for service earned under collective bargaining agreements in
place before July 1, 2011, the total cash remuneration including
“overtime” paid by the primary employer to a police officer for
services rendered, but not including any payments for extra duty
or special detail work performed on behalf of a second party
employer. AZleocallaw plan may +imit—the amount—of overtime

+ hieh B a—f 44 £ 1 £+ 1 1atd
pPoaymeH WHECH S5 t G—to¥r—¥retIrrement—oenet: SreuTratTohn

£h 300
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hours—perofficer per eatendar—ear- For noncollectively
bargained service earned on or after July 1, 2011, or for
service earned under collective bargaining agreements entered
into on or after July 1, 2011, the term has the same meaning
except that when calculating retirement benefits, up to 300
hours per year in overtime compensation may be included as
specified in the plan or collective bargaining agreement, but
payments for accrued unused sick or annual leave may not be
included.

(a) Any retirement trust fund or plan that meets the
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requirements of this chapter does not, solely by virtue of this
subsection, reduce or diminish the monthly retirement income
otherwise payable to each police officer covered by the
retirement trust fund or plan.

(b) The member’s compensation or salary contributed as
employee-elective salary reductions or deferrals to any salary
reduction, deferred compensation, or tax-sheltered annuity
program authorized under the Internal Revenue Code shall be
deemed to be the compensation or salary the member would receive
if he or she were not participating in such program and shkatl—be
treated as compensation for retirement purposes under this
chapter.

(c) For any person who first becomes a member in any plan
year beginning on or after January 1, 1996, compensation for
that plan year may not include any amounts in excess of the
Internal Revenue Code s. 401 (a) (17) limitation, as amended by
the Omnibus Budget Reconciliation Act of 1993, which limitation
of $150,000 shall be adjusted as required by federal law for
qualified government plans and shkaldt—Pe further adjusted for
changes in the cost of living in the manner provided by Internal
Revenue Code s. 401 (a) (17) (B). For any person who first became a
member before the first plan year beginning on or after January
1, 1996, the limitation on compensation may not be less than the
maximum compensation amount that was allowed to be taken into
account under the plan as in effect on July 1, 1993, which
limitation shall be adjusted for changes in the cost of living
since 1989 in the manner provided by Internal Revenue Code s.
401 (a) (17) (1991) .

(

)45)> “Creditable service” or “credited service” means the
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aggregate number of years of service and fractional parts of
years of service of any police officer, omitting intervening
years and fractional parts of years when such police officer may
not have been employed by the municipality subject to the
following conditions:

(a) A Ne police officer may not wiltd receive credit for
years or fractional parts of years of service if he or she has
withdrawn his or her contributions to the fund for those years
or fractional parts of years of service, unless the police
officer repays into the fund the amount he or she has withdrawn,
plus interest as determined by the board. The member shall have
at least 90 days after his or her reemployment to make
repayment.

(b) A police officer may voluntarily leave his or her
contributions in the fund for a—peried—of 5 years after leaving
the employ of the police department, pending the possibility of
his or her being rehired by the same department, without losing
credit for the time he or she has participated actively as a
police officer. If he or she is not reemployed as a police
officer with the same department within 5 years, his or her
contributions shall be returned to him or her without interest.

(c) Credited service under this chapter shall be provided
only for service as a police officer—as—definedin subseetion
4+ or for military service and may not include credit for any
other type of service. A municipality may, by local ordinance,
may provide for the purchase of credit for military service
occurring before employment as well as prior service as a police
officer for some other employer as long as the police officer is

not entitled to receive a benefit for such ether prior service
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£fieer. For purposes of determining credit for

as—a—poti
prior service, in addition to service as a police officer in
this state, credit may be given for federal, other state, or
county service as long as such service is recognized by the
Criminal Justice Standards and Training Commission within the
Department of Law Enforcement as provided under chapter 943 or
the police officer provides proof to the board of trustees that
such service is equivalent to the service required to meet the
definition of a police officer under subsection (16) +H+)-.

(d) In determining the creditable service of a amy police
officer, credit for up to 5 years of the time spent in the
military service of the Armed Forces of the United States shall
be added to the years of actual service, if:

1. The police officer is in the active employ of the
municipality before p¥rier—te such service and leaves a position,
other than a temporary position, for the purpose of voluntary or
involuntary service in the Armed Forces of the United States.

2. The police officer is entitled to reemployment under +he
provisiens—of the Uniformed Services Employment and Reemployment
Rights Act.

3. The police officer returns to his or her employment as a
police officer of the municipality within 1 year after £xem the
date of his or her release from such active service.

(9)+46)> “Deferred Retirement Option Plan” or “DROP” means a
local law plan retirement option in which a police officer may
elect to participate. A police officer may retire for all
purposes of the plan and defer receipt of retirement benefits
into a DROP account while continuing employment with his or her

employer. However, a police officer who enters the DROP and who
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is otherwise eligible to participate ma hatt not £hereby be

precluded from participating, or continuing to participate, in a
supplemental plan in existence on, or created after, March 12,

1999 £h ffeetd dat £f—this—aet.

(10) “Defined contribution plan” means the component of a

local law plan to which deposits are made to provide benefits

for police officers, or for police officers and firefighters if

both are included. Such component is an element of a local law

plan and exists in conjunction with the defined benefit

component that meets the base benefits and minimum standards of

this chapter. The retirement benefits of the defined

contribution plan shall be provided through individual member

accounts, in accordance with the applicable provisions of the

Internal Revenue Code and related regulations, and are limited

to the contributions made into each member’s account and the

actual accumulated earnings, net of expenses, earned on the

member’s account.

(11)4#- “Division” means the Division of Retirement of the

Department of Management Services.

(12)48) “Enrolled actuary” means an actuary who is enrolled
under Subtitle C of Title III of the Employee Retirement Income
Security Act of 1974 and who is a member of the Society of
Actuaries or the American Academy of Actuaries.

(13)+4%» “Local law municipality” is any municipality in
which £here—-exists a local law plan exists.

(14)+43#63 “Local law plan” means a retirement defined

benefitpensien plan, which includes both a defined benefit plan

component and a defined contribution plan component, for police

officers, or for police officers and firefighters if both aresy
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where included, as described in s. 185.35, established by
municipal ordinance or special act of the Legislature, which
enaectment sets forth all plan provisions. Local law plan

provisions may vary from the provisions of this chapter if the

base;—provided—that—reguiredminimum benefits and minimum
standards of this chapter are met. However, any such variance
must shatd provide a greater benefit for police officers.
Actuarial valuations of local law plans shall be conducted by an
enrolled actuary as provided in s. 185.221(2) (b).

(15) “Long-term funded ratio” or “funded ratio” means the

ratio of the actuarial assets of the plan to the actuarial

liabilities of the plan as reported in the most recent actuarial

valuation of the plan and deemed to be in compliance with

chapter 112 by the Department of Management Services.

(16)+4++H “Police officer” means any person who is elected,
appointed, or employed full time by a amy municipality, who is
certified or required to be certified as a law enforcement
officer in compliance with s. 943.1395, who is vested with
authority to bear arms and make arrests, and whose primary
responsibility is the prevention and detection of crime or the
enforcement of the penal, criminal, traffic, or highway laws of
the state. The term This—definitieon includes all certified
supervisory and command personnel whose duties include, in whole
or in part, the supervision, training, guidance, and management
responsibilities of full-time law enforcement officers, part-
time law enforcement officers, or auxiliary law enforcement
officers, but does not include part-time law enforcement
officers or auxiliary law enforcement officers as those terms
the—same are defined in s. 943.10+46)—and—{8)—respeetively. For
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the purposes of this chapter only, the term also includes

Ypoti fficer’ ol hratl—inetude a public safety officer who
is responsible for performing both police and fire services. Any
plan may provide that the police chief shall have the an» option
to participate, or not, in that plan.

(17)4%2)> “Police Officers’ Retirement Trust Fund” means a
trust fund, by whatever name known, as provided under s. 185.03
for the purpose of assisting municipalities in establishing and
maintaining a retirement plan for police officers.

(18)+4#33> “Retiree” or “retired police officer” means a
police officer who has entered retirement status. For the
purposes of a plan that includes a Deferred Retirement Option
Plan (DROP), a police officer who enters £he DROP is shati—be
considered a retiree for all purposes of the plan. However, a

police officer who enters the DROP and who is otherwise eligible

to participate may shadt not £hereby be precluded from
participating, or continuing to participate, in a supplemental
plan in existence on, or created after, March 12, 1999 £he

£feetd dat £—chi

S EE=S FEE .

(19)+4*4)> “Retirement” means a police officer’s separation
from city employment as a police officer with immediate
eligibility for xeeeipt—of benefits under the plan. For purposes
of a plan that includes a Deferred Retirement Option Plan
(DROP), “retirement” means the date a police officer enters the
DROP.

(20) “Special benefits” means benefits provided in a

defined contribution plan for police officers.

(21) 435> “Supplemental plan” means a plan to which deposits

of the premium tax moneys as provided in s. 185.08 are made to
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provide extra benefits to police officers, or police officers
and firefighters if both are whexre included, under this chapter.
Such a plan is an element of a local law plan and exists in
conjunction with a defined benefit component ptar that meets the
base mimimum benefits and minimum standards of this chapter.

(22)+43+6) “Supplemental plan municipality” means any local
law municipality in which there—existed a supplemental plan
existed as of December 1, 2000.

Section 8. Paragraph (b) of subsection (6) of section
185.06, Florida Statutes, is amended to read:

185.06 General powers and duties of board of trustees.—For
any municipality, chapter plan, local law municipality, or local
law plan under this chapter:

(6) To assist the board in meeting its responsibilities
under this chapter, the board, if it so elects, may:

(b) Employ an independent enrolled actuary, as defined in

s. 185.02+48), at the pension fund’s expense.

If the board chooses to use the municipality’s or special
district’s legal counsel or actuary, or chooses to use any of
the municipality’s other professional, technical, or other
advisers, it must do so only under terms and conditions
acceptable to the board.

Section 9. Paragraphs (d) through (g) of subsection (1) of
section 185.07, Florida Statutes, are amended, and a new
paragraph (e) is added to that subsection, to read:

185.07 Creation and maintenance of fund.—For any
municipality, chapter plan, local law municipality, or local law

plan under this chapter:
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(1) The municipal police officers’ retirement trust fund in
each municipality described in s. 185.03 shall be created and
maintained in the following manner:

(d) By payment by the municipality or other sources of a
sum equal to the normal cost and the amount required to fund any
actuarial deficiency shown by an actuarial valuation as provided

in part VII of chapter 112, after taking into account the

amounts described in paragraphs (b), (c¢), (f), (g), and (h) and

the amounts of the tax proceeds described in paragraph (a) that

must be used to fund the normal costs of base benefits and other

pension benefits.

(e) For local law plans, and in addition to the mandatory

payment described in paragraph (d), by mandatory payment by the

municipality of the amount specified in s. 185.35(3) if the

long-term funded ratio of the plan is less than 80 percent.

(f)+4e)> By all gifts, bequests and devises when donated to
the fund.

(9)+4£» By all accretions to the fund by way of interest or
dividends on bank deposits or otherwise.

(h)+4&)» By all other sources of income now or hereafter
authorized by law for the augmentation of such municipal police

officers’ retirement trust fund.

Nothing in this section shall be construed to require adjustment
of member contribution rates in effect on the date this act
becomes a law, including rates that exceed 5 percent of salary,
provided that such rates are at least one-half of 1 percent of
salary.

Section 10. Section 185.35, Florida Statutes, is amended to
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read:

185.35 Municipalities having their own pension plans for
police officers.—Feor—any munteipality;—chapter plan,—tocal—taw
munteipality—or teocal taow plaon—under—thi hapters- In order for
a municipality munieipalities with its £hedsr own retirement plan
pensieon—ptans for police officers, or for police officers and

firefighters if both are included, to participate in the
distribution of the tax fund established under pursuvant—+te s.
185.08, a local law plan and its plan sponsor ptams must meet

the base mimimum benefits and minimum standards set forth in
this chapter:

(1) If a municipality has a retirement pessien plan for
police officers, or for police officers and firefighters if both
are included, which, in the opinion of the division, meets the
base mimimum benefits and minimum standards set forth in this
chapter, the board of trustees of the pension plan, as approved
by a majority of police officers of the municipality, must may+

42> place the income from the premium tax in s. 185.08 in
such pemsier plan for the sole and exclusive use of its police
officers, or its police officers and firefighters if included,
where it shall become an integral part of that pemsiern plan and
shatt be used to fund benefits for police officers as follows:

(a) The base premium tax revenues must be used to fund base

benefits.

(b) Of the premium tax revenues received that are in excess

of the amount received for the 2012 calendar year, and any

accumulations of additional premium tax revenues that have not

been applied to fund extra benefits:

1. If the plan has a long-term funded ratio of less than 80
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percent:

a. Fifty percent must be used as additional contributions

to pay the plan’s actuarial deficiency and may not be considered

in the determination of the mandatory payment described in s.
185.07(1) (d);

b. Twenty-five percent must be used to fund base benefits;

and

c. Twenty-five percent must be placed in a defined

contribution plan to fund special benefits.

2. If the plan has a long-term funded ratio of 80 percent

or greater:

a. Fifty percent must be used to fund base benefits; and

b. Fifty percent must be placed in a defined contribution

plan to fund special benefits.

(c) Additional premium tax revenues not described in

paragraph (b) must be used to fund benefits that were not

included in the base benefits p= tra—benefits—to—the polst
££ 134 thot } h] .
£ficers—ineludedinthat pensienplan;—or
) 1 +h 1 £ +h 1 + 1 195 NQ
o—May—pla he—dncomefromthe premiumtax—in 185~
3 + ] £ | + + N £3 4 4 +h
i parat upplemental—plan—teo—Ppa ra—benefits—+£ B
££2 14 ££2 g £4 £ 2 £
poti £ficers—or—poti fficers—andfirefighters—3£f
1 13ded + 3 3 o 1 §5N + 1 +o1 1
ineluded;—participatingin—such para uppremental—plan.

(2) Insurance premium tax revenues may not be used to fund

benefits provided in a defined benefit plan which were not

provided by the plan as of March 1, 2013.

(3) If a plan offers benefits in excess of its base

benefits, such benefits may be reduced if the plan continues to

meet the base benefits of the plan and the minimum standards set

forth in this chapter. The amount of insurance premium tax
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revenues previously used to fund benefits in excess of the

plan’s base benefits before the reduction must be used as

provided in subsection (1) (b). Twenty-five percent of the amount

of any mandatory contribution paid by the municipality or

special fire control district which was previously used to fund

extra benefits before the reduction must be used as additional

contributions as specified in s. 185.07 to fund the plan’s

actuarial deficiency.

(4) 42> The premium tax provided by this chapter shall in
all cases be used in its entirety to provide retirement esxtra

benefits to police officers, or to police officers and

firefighters if both are included. Hew r—loecal—tawpltans—in
££ + PPN 1 1009 + 1 LN Y s 1 £ 4
££ 2t ber—+—=+ RS mpty—with—the minimumbenefit
1 + =N 11 a1 + 3 o311 £ a—+h
e e e Fes—b me—avaitable todrncrementally—Funa—th
- s N 14 s dad 1 195 1 (21 T£ il
£—sueh mptian as—provided—in =2 T2 —Ff—aplan
L 1. oy s = i L
dsoin Eplian ithosuch minimum pernefit provisions, as
B + gdai+4 1 + b 1 abl +h hall
vhseguentadditionat tax—r Frit B me—avaitable,—they——shall
be—used—+to—provie tra—benefits- Local law plans created by

special act before May 27, 1939, shall be deemed to comply with

this chapter. Fer—thepurp £ +this—echapter;—theterm:
(=) WA 3442 hl s + ”
e deitional—premiumtax—=r Frid meaRsS—F Frig
+h + 3 g £ 1Q0Q
the—ameunt—r ived—feor—ecaltendar—year—+
VARG I | £ 1 £ 4 A4+ 2 +
o r—"Extra—benefst mears—keneft tr—additien *
4 + 1 =N t daed + ul ul £ +1
greater—than—th provided—to—gereral—empl £—+th
1 1 13+ =i 1 ddi+3 + + 1] 1 1 4+ £ 145
munteipalti ard—in—addition h E=2 3 7 for—poli
££3 M K1 1000

T ¥ r—Maren—32Z7

(5)43)> A retirement plan or amendment to a retirement plan
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may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality or, where permitted,
the Legislature. Copies of the proposed plan or proposed plan
change and the actuarial impact statement of the proposed plan
or proposed plan change shall be furnished to the division
before the last public hearing thereon. Such statement must also
indicate whether the proposed plan or proposed plan change is in
compliance with s. 14, Art. X of the State Constitution and
those provisions of part VII of chapter 112 which are not
expressly provided in this chapter. Notwithstanding any other
provision, only those local law plans created by special act of
legislation before May 27, 1939, are deemed to meet the base
mindmum benefits and minimum standards only in this chapter.

(6)+44)» Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) Section 185.02(7) (a) 1856244 +=a)r does not apply, and a
local law plan and a supplemental plan may continue to use their
definition of compensation or salary in existence on March 12,
1999.

(b) A local law plan and a supplemental plan must continue
to be administered by a board or boards of trustees numbered,
constituted, and selected as the board or boards were numbered,

constituted, and selected on December 1, 2000.

\ T + 3 | =]
Tf * SGeemee

e} Y teetion—s

have—been—made~
(7) 45> The retirement plan setting forth the benefits and

the trust agreement, if any, covering the duties and

£ £ £h W (1) (b))
t—rorth—ThR—Pporagrapa—{ {9y
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responsibilities of the trustees and the regulations of the
investment of funds must be in writing and copies made available
to the participants and to the general public.

(8) In addition to the defined benefit component of the

local law plan, each plan sponsor must have a defined

contribution plan component within the local law plan by October

1, 2013, or upon the creation date of a new participating plan.

However, the plan sponsor of any plan established by special act

of the Legislature has until July 1, 2014, to create a defined

contribution component within the plan.

Section 11. The Legislature finds that a proper and

legitimate state purpose is served when employees and retirees

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

survivors, and beneficiaries of such employees and retirees, are

extended the basic protections afforded by governmental

retirement systems that provide fair and adequate benefits and

that are managed, administered, and funded in an actuarially

sound manner as required by s. 14, Article X of the State

Constitution and part VII of chapter 112, Florida Statutes.

Therefore, the Legislature determines and declares that this act

fulfills an important state interest.

Section 12. This act shall take effect July 1, 2013.

Page 33 of 33
2/18/2013 2:34:40 PM




The Florida Senate

BILL ANALYSIS AND FISCAL IMPACT STATEMENT

(This document is based on the provisions contained in the legislation as of the latest date listed below.)

Prepared By: The Professional Staff of the Committee on Governmental Oversight and Accountability

BILL: CS/SB 458

INTRODUCER: Committee on Governmental Oversight and Accountability and Senator Ring

SUBJECT: Firefighter and Police Pension Plans
DATE: February 21, 2013 REVISED:
ANALYST STAFF DIRECTOR REFERENCE ACTION

1. McKay McVaney GO Fav/CS
2. CA
3. AP
4.
5.
6.

Please see Section VIII. for Additional Information:

A. COMMITTEE SUBSTITUTE..... Statement of Substantial Changes

B. AMENDMENTS........ccccvvvvinnne |:| Technical amendments were recommended
|:| Amendments were recommended
|:| Significant amendments were recommended

Summary:

CS/SB 458 substantially amends provisions specifying how insurance premium tax revenues

must be used in police and firefighter pension plans. Plan benefits in existence in 1999 must be
paid by the amount of premium tax revenues the plan sponsors received in 1997. Plans less than

80% funded must use 50% of their post-2012 increase in premium tax revenues, and

accumulated premium tax revenues, to pay the plans actuarial deficiency. Twenty-five percent of
the post-2012 increase must fund defined contribution benefits, and 25% must be used to fund
base benefits. Plans funded greater than 80% must use half of the post-2012 increase in premium

tax revenues for defined contribution benefits, and the other half for the base benefits. The

increase in additional premium tax revenues between 1997 and 2012 must be used to fund any

benefits that were not included in the base benefits of the plan.

The bill also clarifies that a maximum of 300 hours of overtime may be included for purposes of

calculating municipal police pension plan benefits.

This bill substantially amends sections 175.021, 175.032, 175.071, 175.091, 175.351, 185.01,

185.02, 185.06, 185.07, and 185.35 of the Florida Statutes.
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Present Situation:
The “Marvin B. Clayton Firefighters and Police Officers Pension Trust Fund” Acts

The Marvin B. Clayton Firefighters’ and Police Officers’ Pension Trust Fund Acts’ declare a
legitimate state purpose to provide a uniform retirement system for the benefit of firefighters and
municipal police officers. All municipal and special district firefighters and all municipal police
officers retirement trust fund systems or plans must be managed, administered, operated, and
funded to maximize the protection of firefighters’ and police officers’ pension trust funds.?

Chapter 175, F.S., was originally enacted in 1939 to provide an incentive to cities—access to
premium tax revenues—to encourage the establishment of firefighter retirement plans. Fourteen
years later, the Legislature enacted chapter 185, F.S., which provides a similar funding
mechanism for municipal police officers. Special fire control districts became eligible to
participate under chapter 175, F.S., in 1993.

Funding for these pension plans comes from four sources: net proceeds from an excise tax levied
by a city upon property and casualty insurance companies (known as the “premium tax”);
employee contributions; other revenue sources; and mandatory payments by the city of the
normal cost of the plan. ® To qualify for insurance premium tax dollars, plans must meet
requirements found in chapters 175 and 185, F.S. Responsibility for overseeing and monitoring
these plans is assigned to the Division of Retirement (“division”) in the Department of
Management Services (DMS), but day-to-day operational control rests with local boards of
trustees. Most firefighters and police officers participate in these plans. If the division deems that
a firefighter or police pension plan created pursuant to chapters 175 or 185, F.S., is not in
compliance with those chapters, the sponsoring municipality could be denied its insurance
premium tax revenues.

The Firefighters’ Pension Trust Fund of each municipality or special fire control district is
funded through an excise tax of 1.85 percent imposed on the gross premiums of property
insurance covering property within boundaries of the municipality or district. * It is payable by
the insurers to the Department of Revenue (DOR), and the net proceeds are transferred to the
appropriate fund at the division.> In 2011, premium tax distributions to municipalities and special
fire districts from the Firefighters’ Pension Trust Fund amounted to $71.7 million.®

The Police Officers’ Retirement Trust Fund is funded through an excise tax of 0.85 percent
imposed on the gross premiums on casualty insurance policies covering property within the
boundaries of the municipality.” Similar to the Firefighters’ Pension Trust Fund, the excise tax is

! See chapters 175 and 185, F.S.

% See ss. 175.021(1) and 185.01(1), F.S.

¥ Section 175.091(1)(a), F.S.

* Section 175.101(1), F.S.

>Sees. 175.121, F.S.

® Division of Management Services, Municipal Police Officers’ and Firefighters’ Retirement Forms: Facts and Figures
Premium Tax Distribution History Firefighters, available online at: https://www.rol.frs.state.fl.us/forms/Fire_2011.pdf (last
visited on December 19, 2012).

" See s. 185.08, F.S.
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payable to the DOR, and the net proceeds are transferred to the appropriate fund at the division.®
In 2011, premium tax distributions to municipalities from the Police Officers’ Retirement Trust
Fund amounted to $59.6 million.?

Chapters 175 and 185, F.S., specify certain “minimum benefits” that must be provided in
firefighter and police plans,'® summarized in relevant part below:

Benefit Description of minimum level

Retirement Benefit 2% x average final compensation x years of creditable service

Average Final Average annual compensation of highest 5 years of last 10 years of

Compensation (AFC) service

Vesting 10 years

Normal Retirement Age | Age 55 with 10 years of creditable service or Age 52 with 25 years
of service

Early Retirement Age 50 with 10 years of service

Retirement benefit is reduced 3 percent for each year prior to
reaching normal retirement age.

Earnings Police = total cash remuneration
Fire = fixed monthly compensation

Death Benefits Prior to vesting - beneficiary receives employee contributions
without interest earnings

Vested - beneficiary receives benefit based on early or normal
retirement benefits, whichever are applicable

Post-retirement - beneficiary receives benefit based on retirement
benefit option selected by member at time of retirement

Disability Benefits Eligibility - no service requirement for in line of duty disability; 10
years of service for non service related disability

Benefits - no less than 25 percent of average monthly earnings if
non-service related; no less than 42 percent of average monthly
earnings if service related

® See s. 185.10, F.S.

° Division of Management Services, Municipal Police Officers’ and Firefighters’ Retirement Forms: Facts and Figures
Premium Tax Distribution History Police, available online at: https://www.rol.frs.state.fl.us/forms/Police_2011.pdf (last
visited on December 19, 2012).

19 Sections 175.162 and 185.16, F.S.
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In 1999, the Legislature passed legislation that made virtually all provisions of chapters 175 and
185, F.S., expressly applicable to all participating police officer and firefighter pension plans,
except the local law plans established by the cities of Jacksonville, Coral Gables, and Miami.*
All pension plans falling under these chapters were required to meet the specific “minimum
benefit” standards. The law required that insurance premium tax revenues, over the amount
received for calendar year 1997, be used to provide additional or “extra benefits” in firefighter
and police officer pension plans. The term “extra benefits” means benefits in addition to or
greater than those provided to general employees of the municipality, and in addition to those in
existence for firefighters and police officers on March 12, 1999.*

Until August 2012, the division had consistently interpreted the law to require that premium tax
revenues be used first to meet any minimum benefit requirements and those other pension
benefits that were in place on March 12, 1999. Once the plan was in compliance with the
minimum benefits requirements, any additional premium tax revenues had to be used in their
entirety to provide extra benefits. Plans were not permitted to reduce pension benefits below the
minimum benefits level or the level of pension benefits in effect on March 12, 1999, if greater.

Recent Interpretation

In response to a letter from the City of Naples in August 2012, the division advised that its
ongoing interpretation of s. 185.35(2), F.S., “appears inaccurate.” The division was asked, in
essence, whether a city that negotiated and mutually agreed with its police officers to reduce
benefits below levels in place on March 12, 1999, would jeopardize its premium tax revenues. In
its new interpretation, the division advised that for local law plans in effect on October 1, 1998,
the law compels the plan to provide chapter minimum benefits only to the extent that those
benefits can be funded with “additional premium tax revenues.” So, for local law plans in effect
on October 1, 1998, chapter minimum benefits must be provided only to the extent that they can
be funded with premium tax revenues received in excess of the amount received for calendar
year 1997.

Under the new interpretation, it appears that the following things are true:

e A plan sponsor may redirect, at its discretion, its pre-1997 premium tax revenues from
funding minimum pension benefits to funding other non-pension retirement benefits;

e The plan’s pension benefits could be reduced to the level that can be funded solely by those
additional premium tax revenues received in excess of the 1997 level;

e A plan sponsor could reduce its mandatory contribution it was previously making to the plan
to fund minimum benefits and redirect those monies to other municipal purposes; and

e Post-1997 insurance premium tax revenues used previously to fund “extra benefits” would be
used to fund the minimum benefits.

The division has subsequently provided this new interpretation to other inquiring cities, on a case
by case basis. DMS has not adopted this new interpretation as a rule, nor its previous entirely
different interpretation of the exact same statutory language.

! Sections 175.351(3) and 185.35(3), F.S.
12 See ss. 175.351 and 185.35, F.S.
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Definition of Salary in Municipal Police Pension Plans

A 300 hour cap on the amount of overtime hours to be included in the calculation of retirement
benefits was added to ss. 112.66, 175.032, and 185.02, F.S., by SB 1128 in 2011. The provisions
for general public retirement systems (Chapter 112, F.S.) and firefighter pensions (Chapter 175,
F.S.) did not have existing stipulations allowing any overtime hours to be included in the
calculation of retirement benefits. Section 185.02(4), F.S., had the following definition before
amendment by SB 1128:

“Compensation” or “salary” means the total cash remuneration including
“overtime” paid by the primary employer to a police officer for services rendered,
but not including any payments for extra duty or a special detail work performed
on behalf of a second party employer. However, a local law plan may limit the
amount of overtime payments which can be used for retirement benefit
calculation purposes, but in no event shall such overtime limit be less than 300
hours per officer per calendar year.

After amendment, the section reads as follows:

“Compensation” or “salary” means, for noncollectively bargained service
earned before July 1, 2011, or for service earned under collective
bargaining agreements in place before July 1, 2011, the total cash
remuneration including “overtime” paid by the primary employer to a
police officer for services rendered, but not including any payments for
extra duty or special detail work performed on behalf of a second party
employer. A local law plan may limit the amount of overtime payments
which can be used for retirement benefit calculation purposes; however,
such overtime limit may not be less than 300 hours per officer per
calendar year. For noncollectively bargained service earned on or after
July 1, 2011, or for service earned under collective bargaining agreements
entered into on or after July 1, 2011, the term has the same meaning
except that when calculating retirement benefits, up to 300 hours per year
in overtime compensation may be included as specified in the plan or
collective bargaining agreement, but payments for accrued unused sick or
annual leave may not be included.

The pre-SB 1128 provision set the limit at no less than 300 hours, effectively acting as a floor or
minimum of 300 hours. The post-SB 1128 language has been interpreted to mean that after

July 1, 2011, the 300 hour floor has been replaced by a 300 hour cap. After the effective date of
SB 1128, the DMS Division of Retirement appeared to take the position that SB 1128 did not
replace the floor with a cap, but supplemented the 300 floor with a 300 hour cap. In other words,
the employer would have had to include at least 300 hours of overtime in the calculation, but
could not include more than 300 hours. Subsequently, however, the division has taken the



BILL: CS/SB 458 Page 6

position that the amount of overtime hours that may be included when calculating retirement
benefits may be anywhere from 0 to 300 hours.*®

Il. Effect of Proposed Changes:
Use of Insurance Premium Tax Revenues

The bill substantially changes how insurance premium tax revenues must be used in the funding
of police and firefighter pension plans in Chapter 175 and 185, Florida Statutes.

The bill amends parallel provisions in Chapters 175 and 185, F.S., and specifies that in order to

receive insurance premium tax revenues, those revenues must be used as follows:

e The amount of premium tax revenues received in 1997 must be used to fund the benefits in
existence on March 12, 1999.

e The increase in additional premium tax revenues between 1997 and 2012 must be used to
fund any benefits above the base benefits.

e Premium tax revenues in excess of the amount received in 2012, and any accumulations of
additional premium tax revenues that have not been applied to fund extra benefits must be
used as follows:

o If the plan is less than 80% funded, then
o 50% of the revenues must be used to pay actuarial deficiencies;
o 25% of the revenues must be used to fund base benefits; and
o 25% of the revenues must fund defined contribution benefits.

o Ifthe plan is 80% or greater than funded, then:
o 50% of the revenues must be used to fund base benefits; and
o 50% of the revenues must fund defined contribution benefits.

e Premium tax revenues may not fund new defined benefits after March 1, 2013.

Plan benefits may be reduced, if the plan continues to meet the base benefits of the plan and
minimum chapter standards. Of the plan sponsor’s mandatory contribution freed up by reducing
benefits, 25% must be used to fund actuarial deficiencies.

The bill also requires plan sponsors to create defined contribution plan components within their
plans by October 1, 2013, or upon the creation date of a new participating plan. Plans created by
special act of the Legislature have until July 1, 2014, to create a defined contribution component.

300 Hour Cap

The bill amends s. 185.02(4), F.S., to delete the sentence that states: “A local law plan may limit
the amount of overtime payments which can be used for retirement benefit calculation purposes;
however, such overtime limit may not be less than 300 hours per officer per calendar year.”
Deleting this sentence should clarify that the definition has a maximum cap of 300 hours, with
no required minimum, consistent with a recent interpretation by the division, as it applies to the
inclusion of overtime hours in the calculation of police retirement benefits.

B3 etter from the DMS Division of Retirement to City of Largo, dated April 4, 2012, on file with the Committee on
Governmental Oversight and Accountability.
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Conforming Changes

Sections 3 and 8 amend sections 175.071 and 185.06, F.S., to make conforming changes.

Important State Interest

Section 11 provides that the Legislature determines that the bill fulfills an important state interest
as related to public pension plans.

The bill takes effect July 1, 2013.

Constitutional Issues:

A.

Municipality/County Mandates Restrictions:

To the extent this bill requires a local government to expend funds to comply with its
terms, the provisions of section 18(a) of Article VI of the State Constitution may apply.
If those provisions do apply, in order for the law to be binding upon the cities and
counties, the Legislature must find that the law fulfills an important state interest
(included in section 11 of the bill), and one of the following relevant exceptions must be
met:

e Funds estimated at the time of enactment sufficient to fund such expenditures are
appropriated,

e Counties and cities are authorized to enact a funding source not available for such
local government on February 1, 1989, that can be used to generate the amount of
funds necessary to fund the expenditures;

e The expenditure is required to comply with a law that applies to all persons similarly
situated; or

e The law must be approved by two-thirds of the membership of each house of the
Legislature.

The bill allows all plan sponsors of pension plans created pursuant to chapters 175 and
185, F.S., to reduce extra benefits to the base benefits of the plans. The bill requires that
25% of the funds the plan sponsor could potentially “save” by rolling back extra benefits
must be used to fund the plan’s actuarial deficiency. Since the provisions of the bill apply
to cities and special fire control districts alike, the expenditures required by the bill, if
any, are required by all persons similarly situated.

Under this analysis, the bill may be exempt from the requirements of section (18) of
Article VI of the State Constitution if the bill has an insignificant fiscal impact on cities
and counties.

Public Records/Open Meetings Issues:

None.
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VI.

VII.

VIII.

C.

Trust Funds Restrictions:

None.

Fiscal Impact Statement:

A.

Tax/Fee Issues:

None.

Private Sector Impact:

None.

Government Sector Impact:

The bill should reduce local police and firefighter plans’ long term unfunded liabilities.
The overall costs or savings associated with the bill are indeterminate, since each of the
approximately 350 plans affected by the bill has a different funded status.

Technical Deficiencies:

None.

Related Issues:

None.

Additional Information:

A.

Committee Substitute — Statement of Substantial Changes:
(Summarizing differences between the Committee Substitute and the prior version of the bill.)

CS by Governmental Oversight and Accountability on February 21, 2013:
Some differences between how the committee substitute amends chapters 175 and 185,
F.S., and how the bill as originally filed did so, are as follows:

The CS does not include a provision in the bill that would require plan sponsors to
continue funding the plans at 2013 levels until the plans are fully funded.

The CS generally requires plan sponsors to fund the plans at least at the level of
benefits in existence on March 12, 1999.

Plans less than 80% funded must use 50% of their post-2012 increase in premium tax
revenues, and accumulated premium tax revenues, to pay the plans actuarial
deficiency; 25% must fund defined contribution benefits; and 25% must be used to
fund base benefits. Plans funded greater than 80% must use 50% the post-2012
increase in premium tax revenues for defined contribution benefits, and 50% to fund
base benefits.

Plan benefits may be reduced to base benefit levels; 25% of the plan sponsor’s
mandatory contribution freed up by reducing benefits must be used to fund actuarial
deficiencies.
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e The CS reinstates an existing statutory exclusion applicable to three cities that was
inadvertently deleted in the bill.

B. Amendments:

None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.
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By Senator Ring
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A bill to be entitled
An act relating to firefighter and police officer
pension plans; amending s. 175.032, F.S.; revising
definitions to conform to changes made by the act;
amending s. 175.091, F.S.; providing for an additional
mandatory payment by the municipality or special fire
control district to the firefighters’ pension trust
fund; amending s. 175.351, F.S., relating to
municipalities and special fire control districts that
have their own pension plans and want to participate
in the distribution of a tax fund; revising
definitions; specifying a payment that must be made by
the municipality or district to the defined benefit
plan; revising how income from the premium tax and
other revenues must be used; amending s. 185.02, F.S.;
revising definitions to conform to changes made by the
act; deleting a provision allowing a local law plan to
limit the amount of overtime payments which can be
used for retirement benefit calculations; amending s.
185.07, F.S.; providing for an additional mandatory
payment by the municipality to the municipal police
officers’ retirement trust fund; amending s. 185.35,
F.S., relating to municipalities that have their own
pension plans for police officers and want to
participate in the distribution of a tax fund;
revising definitions; specifying a payment that must
be made by the municipality into the defined benefit
plan; revising how income from the premium tax and

other revenues must be used; providing a declaration
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of important state interest; providing an effective

date.

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

Section 1. Subsections (11) and (17) of section 175.032,
Florida Statutes, are amended to read:

175.032 Definitions.—For any municipality, special fire
control district, chapter plan, local law municipality, local
law special fire control district, or local law plan under this
chapter, the following words and phrases have the following
meanings:

(11) “Local law plan” means a defined benefit pension plan
for firefighters, or for firefighters or police officers if both
are where included, as described in s. 175.351, established by
municipal ordinance, special district resolution, or special act
of the Legislature, which eraetment sets forth all plan

provisions. Local law plan provisions may vary from the

provisions of this chapter if thes—previdedthat—reguired

minimum benefits as defined in s. 175.351 (1) and minimum

standards of this chapter are met. However, any such variance
must shatd provide a greater benefit for firefighters. Actuarial
valuations of local law plans shall be conducted by an enrolled
actuary as provided in s. 175.261(2).

(17) “Supplemental plan” means a plan to which deposits are
made to provide extra benefits for firefighters, or for
firefighters and police officers if both are where included,
under this chapter. Such a plan is an element of a local law

plan and exists in conjunction with a defined benefit plan that
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meets the minimum benefits as defined in s. 175.351(1) and

minimum standards of this chapter.

Section 2. Paragraphs (e), (f), and (g) of subsection (1)
of section 175.091, Florida Statutes, are redesignated as
paragraphs (f), (g), and (h), respectively, and a new paragraph
(e) is added to that subsection, to read:

175.091 Creation and maintenance of fund.—For any
municipality, special fire control district, chapter plan, local
law municipality, local law special fire control district, or
local law plan under this chapter:

(1) The firefighters’ pension trust fund in each
municipality and in each special fire control district shall be
created and maintained in the following manner:

(e) By mandatory payment by the municipality or special

fire control district of the difference between the mandatory

payment required under paragraph (d) for the most recent plan

year ending before March 1, 2013, and the current plan year.

This paragraph may not be construed to reduce the aggregate

mandatory payment below the sum required under paragraph (d).

Nothing in this section shall be construed to require adjustment
of member contribution rates in effect on the date this act
becomes a law, including rates that exceed 5 percent of salary,
provided that such rates are at least one-half of 1 percent of
salary.

Section 3. Section 175.351, Florida Statutes, is amended to
read:

175.351 Municipalities and special fire control districts

that have hawing their own pension plans for firefighters.—Fex
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for firefighters and police officers if both are included, to
participate in the distribution of the tax fund established
under purswant—te s. 175.101, the municipality or special fire
control district ‘eeat—tawptans must meet the minimum benefits

as defined in subsection (1) and the minimum standards set forth

in this chapter, and comply with subsections (2), (3), and (4).

(1) As used in this section, the term:

(a) “Additional pension benefits” means those benefits

offered by the plan as of March 1, 2013, which exceed minimum

benefits, but excluding benefits offered in a supplemental plan.

(b) “Annual costs” means the total of the normal costs of

the plan and the costs associated with amortizing any unfunded

actuarial liability of the plan.

(c) “Minimum benefits” means the lesser of the benefits

provided in the defined benefit plan as of March 1, 2013, or the
benefits described in s. 175.162 as of March 1, 2013.

(d) “Supplemental benefits” means those benefits provided

in a defined contribution plan.
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(2) The municipality or special fire control district

shall, at a minimum, contribute into the defined benefit plan

the mandatory payment required under s. 175.091 (1) (d) which the

municipality or special fire control district contributed for

the most recent plan year ending before March 1, 2013. The

amount of the mandatory payment may be reduced to the sum

required under s. 175.091(1) (d) if the plan has no actuarial

deficiency as shown in the latest actuarial valuation of the

plan.

(3)42)» The premium tax provided by this chapter shall #m
att—eases be used in its entirety to provide retirement extra
benefits to firefighters, or to firefighters and police officers

if both are included, after using all other revenues, including

mandatory payments by the municipality or special fire control

district, employee contributions, and investment earnings

received by the plan, in the following order:

(a) The annual insurance premium revenues shall be used

first to meet the annual costs associated with providing the

minimum benefits set forth in this section.
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(b) The annual insurance premium revenues shall be used

next to meet the annual costs associated with any additional

pension benefits.

(c) If the plan has an actuarial deficiency as shown in the

latest actuarial valuation of the plan, 50 percent of the annual

insurance premium revenues remaining after the uses specified in

paragraphs (a) and (b

)

sha

11 be allocated as additional

contributions to fund such deficiency.

(d) Any annual insurance premium revenues remaining after

the uses specified in paragraphs (a), (b), and (c) shall be used

to provide supplemental benefits. Hew L,
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(4) Insurance premium tax revenues may not be used to fund

Page 6 of 16

CODING: Words strieken are deletions; words underlined are additions.




175
176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203

Florida Senate - 2013 SB 458

29-00459A-13 2013458

benefits provided in a defined benefit plan which were not

provided by the plan as of March 1, 2013.

(5)43> A retirement plan or amendment to a retirement plan
may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality, special fire control
district, or, where permitted, the Legislature. Copies of the
proposed plan or proposed plan change and the actuarial impact
statement of the proposed plan or proposed plan change shall be
furnished to the division before the last public hearing
thereon. Such statement must also indicate whether the proposed
plan or proposed plan change is in compliance with s. 14, Art. X
of the State Constitution and those provisions of part VII of
chapter 112 which are not expressly provided in this chapter.
Notwithstanding any other provision, only those local law plans
created by special act of legislation before May 27, 1939, are
deemed to meet the minimum benefits and minimum standards only
in this chapter.

(6)+44) Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) A local law plan and a supplemental plan may continue
to use their definition of compensation or salary in existence
on March 12, 1999.

(b) Section 175.061(1) (b) does not apply, and a local law
plan and a supplemental plan shall continue to be administered
by a board or boards of trustees numbered, constituted, and
selected as the board or boards were numbered, constituted, and

selected on December 1, 2000.
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(7)45)» The retirement plan setting forth the benefits and
the trust agreement, if any, covering the duties and
responsibilities of the trustees and the rules governing
regutatiens—of the investment of funds must be in writing, and
copies made available to the participants and to the general
public.

Section 4. Subsections (4), (10), and (15) of section
185.02, Florida Statutes, are amended to read:

185.02 Definitions.—For any municipality, chapter plan,
local law municipality, or local law plan under this chapter,
the following words and phrases as used in this chapter shall
have the following meanings, unless a different meaning is
plainly required by the context:

(4) “Compensation” or “salary” means, for noncollectively
bargained service earned before July 1, 2011, or for service
earned under collective bargaining agreements in place before
July 1, 2011, the total cash remuneration including “overtime”
paid by the primary employer to a police officer for services
rendered, but not including any payments for extra duty or

special detail work performed on behalf of a second party

employer. A—Jeecallaw planmay timit—the amount—of overtime
+ hiah b a—Ff 3 + b £4+ 1 Jat3
paymen which—eanbeusedfor retirementbenefi atevlation
. b + 3 13 1+ + 1 +1 200
purp —h r—suech riimelimit may o be—1 han

hours—per—officer per—eatendar—year+ For noncollectively
bargained service earned on or after July 1, 2011, or for
service earned under collective bargaining agreements entered

into on or after July 1, 2011, the term has the same meaning
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233| except that when calculating retirement benefits, up to 300 262| maximum compensation amount that was allowed to be taken into
234| hours per year in overtime compensation may be included as 263| account under the plan as in effect on July 1, 1993, which
235 specified in the plan or collective bargaining agreement, but 264 limitation shall be adjusted for changes in the cost of living
236| payments for accrued unused sick or annual leave may not be 265 since 1989 in the manner provided by Internal Revenue Code s.
237| included. 266 401 (a) (17) (1991).
238 (a) Any retirement trust fund or plan that meets the 267 (10) “Local law plan” means a defined benefit pension plan
239 requirements of this chapter does not, solely by virtue of this 268 for police officers, or for police officers and firefighters if
240 subsection, reduce or diminish the monthly retirement income 269 both areq—where included, as described in s. 185.35, established
241| otherwise payable to each police officer covered by the 270| by municipal ordinance or special act of the Legislature, which
242 retirement trust fund or plan. 271| enaetment sets forth all plan provisions. Local law plan
243 (b) The member’s compensation or salary contributed as 272 provisions may vary from the provisions of this chapter if the+
244| employee-elective salary reductions or deferrals to any salary 273| provided—that—reguired minimum benefits as defined in s.
245 reduction, deferred compensation, or tax-sheltered annuity 274 185.35(1) and minimum standards of this chapter are met.
246| program authorized under the Internal Revenue Code shall be 275| However, any such variance must shadd provide a greater benefit
247| deemed to be the compensation or salary the member would receive 276| for police officers. Actuarial valuations of local law plans
248 1if he or she were not participating in such program and shedidi—be 277 shall be conducted by an enrolled actuary as provided in s.
249 treated as compensation for retirement purposes under this 278 185.221(2) (b) .
250| chapter. 279 (15) “Supplemental plan” means a plan to which deposits of
251 (c) For any person who first becomes a member in any plan 280 the premium tax moneys as provided in s. 185.08 are made to
252| year beginning on or after January 1, 1996, compensation for 281| provide extra benefits to police officers, or police officers
253| that plan year may not include any amounts in excess of the 282| and firefighters if both are where included, under this chapter.
254 Internal Revenue Code s. 401(a) (17) limitation, as amended by 283| Such & plan is an element of a local law plan and exists in
255 the Omnibus Budget Reconciliation Act of 1993, which limitation 284 conjunction with a defined benefit plan that meets the minimum
256| of $150,000 shall be adjusted as required by federal law for 285| Dbenefits as defined in s. 185.35(1) and minimum standards of
257| qualified government plans and skeddt—be further adjusted for 286| this chapter.
258 changes in the cost of living in the manner provided by Internal 287 Section 5. Paragraphs (e), (f), and (g) of subsection (1)
259| Revenue Code s. 401 (a) (17) (B). For any person who first became a 288 of section 185.07, Florida Statutes, are redesignated as
260| member before the first plan year beginning on or after January 289| paragraphs (f), (g), and (h), respectively, and a new paragraph
261 1, 1996, the limitation on compensation may not be less than the 290 (e) is added to that subsection, to read:

Page 9 of 16 Page 10 of 16
CODING: Words striekern are deletions; words underlined are additions. CODING: Words strieken are deletions; words underlined are additions.




291
292
293
294
295
296
297
298
299
300
301
302
303
304
305
306
307
308
309
310
311
312
313
314
315
316
317
318
319

CODING: Words strieken are deletions;

Florida Senate - 2013 SB 458

29-00459A-13 2013458

185.07 Creation and maintenance of fund.—For any
municipality, chapter plan, local law municipality, or local law
plan under this chapter:

(1) The municipal police officers’ retirement trust fund in
each municipality described in s. 185.03 shall be created and
maintained in the following manner:

(e) By mandatory payment by the municipality of the

difference between the mandatory payment required by paragraph

(d) for the most recent plan year ending before March 1, 2013,

and the current plan year. This paragraph may not be construed

to reduce the aggregate mandatory payment by the municipality

below the sum required by paragraph (d).

Nothing in this section shall be construed to require adjustment
of member contribution rates in effect on the date this act
becomes a law, including rates that exceed 5 percent of salary,
provided that such rates are at least one-half of 1 percent of
salary.

Section 6. Section 185.35, Florida Statutes, is amended to
read:

185.35 Municipalities that have kewing their own pension

plans for police officers.Feor—any munieipality;——<chapter plany

1 1 1 e d 144+
=+ S —rawW—maRTreIpaTT 7 ¥

order for a municipality that has its munieipatities—withtheir

own pension plan ptans for police officers, or for police

1 1 1 a +hi h + In
Sr—rawW—pPrah—BRaeE i aap ¥

He

officers and firefighters if both are included, to participate
in the distribution of the tax fund established pursuant to s.
185.08, the municipality ‘eeat—Faw—ptans must meet the minimum

benefits as defined in subsection (1) and the minimum standards
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set forth in this chapter, and comply with subsections (2), (3),
and (4) .=

(1) As used in this subsection, the term:

(a) “Additional pension benefits” means those benefits

offered by the plan as of March 1, 2013, which exceed minimum

benefits, but excluding benefits offered in a supplemental plan.

(b) “Annual costs” means the total of the normal costs of

the plan and the costs associated with amortizing any unfunded

actuarial liability of the plan.

(c) “Minimum benefits” means the lesser of the benefits

provided in the defined benefit plan as of March 1, 2013, or the
benefits described in s. 185.16 as of March 1, 2013.

(d) “Supplemental benefits” means those benefits provided

in a defined contribution plan.

dead

ighters—if included;
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neluded, . : ; . 3 L olan

(2) The municipality shall, at a minimum, contribute to the

defined benefit plan the mandatory payment required under s.

185.07(1) (d) which the municipality contributed for the most

recent plan year ending before March 1, 2013. The amount of the

mandatory payment may be reduced to the sum required under s.

185.07(1) (d) if the plan has no actuarial deficiency as shown in

the latest actuarial valuation of the plan.

(3) 42> The premium tax provided by this chapter shall in
att—eases be used in its entirety to provide retirement extra
benefits to police officers, or to police officers and

firefighters if both are included, after using all other

revenues, including mandatory payments by the municipality,

employee contributions, and investment earnings received by the

plan, in the following order:

(a) The annual insurance premium revenues shall be used

first to meet the annual costs associated with providing the

minimum benefits set forth in this section.

(b) The annual insurance premium revenues shall be used

next to meet the annual costs associated with any additional

pension benefits.

(c) If the plan has an actuarial deficiency as shown in the

latest actuarial valuation of the plan, 50 percent of the annual

insurance premium revenues remaining after the uses specified in

paragraphs (a) and (b) shall be allocated as additional

contributions to fund such deficiency.

(d) Any annual insurance premium revenues remaining after

the uses specified in paragraphs (a), (b), and (c) shall be used

to provide supplemental benefits. Hew r—trocat—taw—pltans e
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(4) Insurance premium tax revenues may not be used to fund

benefits provided in a defined benefit plan which were not

provided by the plan as of March 1, 2013.

(5)43)» A retirement plan or amendment to a retirement plan
may not be proposed for adoption unless the proposed plan or
amendment contains an actuarial estimate of the costs involved.
Such proposed plan or proposed plan change may not be adopted
without the approval of the municipality or, where permitted,
the Legislature. Copies of the proposed plan or proposed plan
change and the actuarial impact statement of the proposed plan
or proposed plan change shall be furnished to the division
before the last public hearing thereon. Such statement must also

indicate whether the proposed plan or proposed plan change is in
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compliance with s. 14, Art. X of the State Constitution and
those provisions of part VII of chapter 112 which are not
expressly provided in this chapter. Notwithstanding any other
provision, only those local law plans created by special act of
legislation before May 27, 1939, are deemed to meet the minimum
benefits and minimum standards only in this chapter.

(6)+44) Notwithstanding any other provision, with respect to
any supplemental plan municipality:

(a) Section 185.02(4) (a) does not apply, and a local law
plan and a supplemental plan may continue to use their
definition of compensation or salary in existence on March 12,
1999.

(b) A local law plan and a supplemental plan must continue
to be administered by a board or boards of trustees numbered,
constituted, and selected as the board or boards were numbered,
constituted, and selected on December 1, 2000.

fe—Fh teection t—forthin paragraph )

have—been—made~
(7)45)» The retirement plan setting forth the benefits and

<k

o}
e

the trust agreement, if any, covering the duties and
responsibilities of the trustees and the rules governing
regutatiens—oef the investment of funds must be in writing and
copies made available to the participants and to the general
public.

Section 7. The Legislature finds that a proper and

legitimate state purpose is served when employees and retirees

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

survivors, and beneficiaries of such employees and retirees, are

extended the basic protections afforded by governmental
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retirement systems that provide fair and adequate benefits and

that are managed, administered, and funded in an actuarially

sound manner as required by s. 14, Article X of the State

Constitution and part VII of chapter 112, Florida Statutes.

Therefore, the Legislature determines and declares that this act

fulfills an important state interest.

Section 8. This act shall take effect July 1, 2013.
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Summary:

SB 534 explicitly provides that the state is not liable for any obligation relating to any financial
shortfalls in any local government retirement plan. The bill also specifies additional reporting
requirements for public pension plans, including the Florida Retirement System, and provides
that local plans which do not comply with the reporting requirements may jeopardize their
revenue sharing funds.

This bill substantially amends section 112.66 of the Florida Statutes and creates section 112.664.
Present Situation:
Florida Local Retirement Systems and Plans

The Division of Retirement of the Department of Management Services (DMS) reports® that as
of September 30, 2012, there are 492 defined benefit plans sponsored by 249 local governments
in Florida. The vast majority of the plans, 486, are local government defined benefit systems that
provide benefits to 77,331 retirees, with 102,636 active employees, and total plan assets of $23.8
billion.? The average annual pension in these local defined benefit plans is $25,109, and the
average annual required contribution rate as a percentage of payroll is 29.62 percent. The total
unfunded actuarial accrued liability for all the defined benefit plans as of September 30, 2012,
was $10 billion.

! Division of Management Services, Florida Local Government Retirement Systems, 2012 Annual Report, available online at:
https://www.rol.frs.state.fl.us/forms/2012_Local_Report.pdf (last visited on February 11, 2013).

% The other 6 plans are school board early retirement programs that provide benefits to 1,644 retirees, with active plan
membership of 8,631, and total plan assets of $63.7 million.
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Actuarial Reporting for Public Pension Plans

Section 112.63, F.S., requires that public pension plans funded in whole or part by public plans
must have regularly scheduled actuarial reports prepared and certified by an enrolled actuary, at
least every three years. The actuarial reports must include at least the following information:

e Adequacy of employer and employee contributions;

e A plan to amortize any unfunded liability, and a description of actions taken to reduce the
unfunded liability;

A description and explanation of actuarial assumptions;

A schedule illustrating the amortization of unfunded liabilities, if any;

A comparative review illustrating the actual salary increases granted and the rate of
investment return realized over the 3-year period preceding the actuarial report with the
assumptions used in both the preceding and current actuarial reports;

e A disclosure of the present value of the plan’s accrued vested, nonvested, and total benefits,
as adopted by the Financial Accounting Standards Board, using the Florida Retirement
System’s assumed rate of return; and

e A statement by the enrolled actuary that the report is complete and accurate and that the
techniques and assumptions used are reasonable and meet the requirements of state law.

The actuarial cost methods used to establish the annual normal costs of the plans must be those
methods approved in the Employee Retirement Income Security Act of 1974.

The actuarial reports must be submitted to the Department of Management Services, which must
review the reports to determine whether the actuarial valuation is complete, accurate, or based on
reasonable assumptions.’

Firefighter and Police Pension Plans

Sections 175.261 and 185.221, F.S., specify the financial reporting requirements for firefighter
and municipal police pensions, respectively, which generally require an annual independent
audit, and an actuarial valuation every three years. The reports must be submitted to DMS’
Division of Retirement, which issues an annual report to the Legislature based upon the reporting
from the plans.

Sections 175.051 and 85.04, F.S., state, in pertinent part, that actuarial deficits, if any, arising
under plans under chapters 175 or 185, shall not be the obligation of the state.

Generally Accepted Accounting Principles

The Governmental Accounting Standards Board (GASB) is the independent organization that
establishes and improves standards of accounting and financial reporting for U.S. state and local
governments. GASB was established in 1984 by agreement of the Financial Accounting
Foundation and 10 national associations of state and local government officials. GASB is

¥ Section 112.63(4)(a), F.S.
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recognized by governments, the accounting industry, and the capital markets as the official
source of generally accepted accounting principles for state and local governments.*

In June of 2012, GASB released Statement No. 67, Financial Reporting for Pension Plans,
which establishes standards of financial reporting for separately issued financial reports and
specifies the required approach to measuring the pension liability of employers and nonemployer
contributing entities for benefits provided through the pension plan (the net pension liability),
about which information is required to be presented. The provisions in Statement 67 are effective
for financial statements for periods beginning after June 15, 2013.° The new Statements relate to
accounting and financial reporting issues only—how pension costs and obligations are measured
and reported in audited external financial reports. The Statements do not address how
governments approach pension plan funding—a government’s policy regarding how much
money it will contribute to its pension plan each year.®

Actuarial Soundness and Minimum Funding Standards for Pensions

Article X, s. 14, of the State Constitution requires public retirement benefits to be funded on a
sound actuarial basis:

SECTION 14: State retirement systems benefit changes.- A governmental
unit responsible for any retirement or pension system supported in whole
or in part by public funds shall not after January 1, 1977, provide any
increase in the benefits to the members or beneficiaries of such system
unless such unit has made or concurrently makes provision for the funding
of the increase in benefits on a sound actuarial basis.’

The “Florida Protection of Public Employee Retirement Benefits Act” located in part VII of

ch. 112, F.S., provides minimum operation and funding standards for public employee retirement
plans. The legislative intent of this act is to “prohibit the use of any procedure, methodology, or
assumptions, the effect of which is to transfer to future taxpayers any portion of the costs which
may reasonably have been expected to be paid by the current taxpayers.”8

* From “Facts About GASB,” available at
http://www.gasb.org/cs/BlobServer?blobkey=id&blobwhere=1175824305999&blobheader=application%2Fpdf&blobcol=url
data&blobtable=MungoBlobs (last visited on February 11, 2013).

® Summary of Statement No. 67, available at

http://www.gasbh.org/cs/ContentServer?c=Pronouncement C&pagename=GASB/Pronouncement_ C/GASBSummaryPage&ci
d=1176160219444 (last visited on February 14, 2013).

® New GASB Pension Statements to Bring about Major Improvements in Financial Reporting, a June 2012 publication by
GASB, available at
http://www.gasb.org/cs/BlobServer?blobkey=id&blobwhere=1175824124337&blobheader=application%2Fpdf&blobcol=url
data&blobtable=MungoBlobs (last visited on February 18, 2013).

" Art. X, section 14 of the Florida Constitution.

® Section 112.61, F.S.
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Internal Revenue Code Section 430: Minimum Funding Standards for Single-Employer
Defined Benefit Pension Plans

For actuarial determinations made pursuant to Section 430 of the Internal Revenue Code, the
interest rate used in determining the present value of the liabilities of the plan must be a
segmented corporate bond yield curve. The first segment consists of benefits reasonably
determined to be payable during the 5-year period beginning on the first day of the plan year; the
second segment consists of benefits reasonably determined to be payable between 5 and 20
years; and the third segment rate is benefits reasonably determined to be payable after 20 years.®

The table below™ lists the 24-month average segment rates without adjustment for the applicable
percentages of the 25-year average segment rates, and lists the 24-month average segment rates
as adjusted by the applicable maximum and applicable minimum percentages of the 25-year
average segment rates.

Funding Table 3
Adjusted 24-Month Average
Segment Rates, Based on
For Plan 24-Month Average Segment | Applicable Percentage of 25-Year
Years Rates Not Adjusted Average Rates

Beginning |Applicable| First Second Third First Second Third

In Month [Segment|Segment|Segment| Segment | Segment | Segment
2013 Feb-13 1.58 4.34 5.38 4.94 6.15 6.76
2013 Jan-13 1.62 4.40 5.45 4.94 6.15 6.76
2013 Dec-12 1.66 4.47 5.52 4.94 6.15 6.76
2013 Nov-12 1.69 4.53 5.60 4.94 6.15 6.76
2013 Oct-12 1.72 4.58 5.67 4.94 6.15 6.76
2013 Sep-12 1.75 4.62 5.72 4.94 6.15 6.76
Applicable| First Second | Third First Second Third

Month |Segment|Segment|Segment| Segment | Segment | Segment
2012 Feb-13 1.58 4.34 5.38 5.54 6.85 7.52
2012 Jan-13 1.62 4.40 5.45 5.54 6.85 7.52
2012 Dec-12 1.66 4.47 5.52 5.54 6.85 7.52
2012 Nov-12 1.69 4.53 5.60 5.54 6.85 7.52
2012 Oct-12 1.72 4.58 5.67 5.54 6.85 7.52
2012 Sep-12 1.75 4.62 5.72 5.54 6.85 7.52
2012 Aug-12 1.77 4.67 5.78 5.54 6.85 7.52
2012 Jul-12 1.81 4.73 5.85 5.54 6.85 7.52
2012 Jun-12 1.84 4.79 5.90 5.54 6.85 7.52
2012 May-12 1.87 4.84 5.96 5.54 6.85 7.52
2012 Apr-12 1.90 4.90 6.01 5.54 6.85 7.52
2012 Mar-12 1.93 4.95 6.07 5.54 6.85 7.52
2012 Feb-12 1.96 5.01 6.13 5.54 6.85 7.52
2012 Jan-12 1.98 5.07 6.19 5.54 6.85 7.52
Applicable| First Second Third First Second Third

Month |Segment|Segment|Segment| Segment | Segment [ Segment
2012 Dec-11 1.99 5.12 6.24 5.54 6.85 7.52
2012 Nov-11 2.01 5.16 6.28 5.54 6.85 7.52
2012 Oct-11 2.03 5.20 6.30 5.54 6.85 7.52
2012 Sep-11 2.06 5.25 6.32 5.54 6.85 7.52

% Section 430(h)(2)(C) of the Internal Revenue Code.
1% This table is taken from Funding Yield Curve Segment Rates, available at http://www.irs.gov/Retirement-Plans/Funding-
Yield-Curve-Segment-Rates (last visited February 15, 2013).
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Section 430(h)(3) of the Internal Revenue Code also provides that the Secretary must by
regulation prescribe mortality tables to be used in determining any present value or making any
computation under section 430 of the Code, implemented as the RP-2000 Mortality Tables.

Effect of Proposed Changes:

Section 1 provides that the state is not liable for any obligation relating to any current or future
shortfall in any local government retirement system or plan.

Section 2 creates additional reporting requirements for all publicly-funded defined benefit
retirement plans, including the Florida Retirement System. The following information must be
provided to DMS yearly, within 180 days after the close of the plan year, with signed actuarial
certification:

e The long-term funded ratio calculated in a manner similar to the Government Accounting
Standards Board’s Statement No. 67, Financial Reporting for Pension Plans, including the
market value of its assets, the value of its actuarial liabilities, and the amount of its unfunded
accrued liability, if any.

e The dollar value of the unfunded accrued liability, if any, of the plan.

e The number of months or years for which the current market value of assets are adequate to
sustain the payment of expected retirement benefits.

e The recommended contributions to the plan under GASB No. 67 calculations, stated as an
annual dollar value and a percentage of valuation payroll.

To determine the information above, each reporting plan must use the following assumptions and
methods:

e The actuarial cost method must be the Entry Age Normal method.

e The assumed rate of return on investments and the assumed discount rate must be the
adjusted 24-month average corporate bond segment rates determined under
s. 430(h)(2)(C)(iv) of the Internal Revenue Code by the Department of the Treasury.

e Preretirement mortality must be calculated using the RP-2000 Mortality Tables for male and
female employees. Postretirement mortality must be calculated using the RP-2000 Mortality
Tables for healthy white-collar employees, as projected from the year 2000 to the valuation
year using Projection Scale AA.

e The asset valuation method must be the market value less the value of any deferred
retirement option program accounts.

e All other assumptions and methods must be those used by the system or plan in its latest
valuation.

Though it is a reporting requirement and not a funding requirement, the corporate bond assumed

discount rate may produce lower funded ratios for most plans, since in the actuarial reporting the
plans are currently doing, the assumed rate of return for the FRS is 7.75%, and for local plans the
average is approximately 7.7%."

1 Using data from the July 1, 2010 actuarial valuation of the FRS, a study was done in March 2011, to estimate the impact of
changing the FRS investment return assumptions. The actuarial liability of the FRS was $134.2 billion; the investment return
rate assumption was (and still is) 7.75%. The study found that changing the investment return assumption from 7.75% to 6%
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The information required by this bill must be provided in the municipal budget disclosure
required by s. 166.241(3), F.S., and on any websites that contain budget information.

Firefighter and police pension plans established pursuant to chapters 175 and 185, F.S., that fail
to timely submit the required information will be deemed to be in noncompliance with those
chapters, which could potentially jeopardize the receipt of insurance premium tax revenues. Any
local government defined benefit pension plan that fails to timely submit the required
information will be deemed to be in noncompliance with Part VI of chapter 112, F.S.

The bill takes effect July 1, 2013.
V. Constitutional Issues:
A. Municipality/County Mandates Restrictions:

To the extent this bill requires a local government to expend funds to comply with its
terms, the provisions of section 18(a) of Article VI of the State Constitution may apply.
If those provisions do apply, in order for the law to be binding upon the cities and
counties, the Legislature must find that the law fulfills an important state interest, and one
of the following relevant exceptions must apply:

e Funds estimated at the time of enactment sufficient to fund such expenditures are
appropriated,

e Counties and cities are authorized to enact a funding source not available for such
local government on February 1, 1989, that can be used to generate the amount of
funds necessary to fund the expenditures;

e The expenditure is required to comply with a law that applies to all persons similarly
situated; or

e The law must be approved by two-thirds of the membership of each house of the
Legislature.

Subsection (d) of Section (18) provides an exemption for general laws having an
insignificant fiscal impact. Laws determined to have an “insignificant fiscal impact,”
means an amount not greater than the average statewide population for the applicable
fiscal year times $0.10, which equates to approximately $1.9 million.

The bill contains provisions that may require expenditures applicable to all public sector
pension plans in Florida. The bill does not currently contain a finding of important state
interest.

B. Public Records/Open Meetings Issues:

None.

would increase actuarial liabilities by $36 billion; changing it to 5% would increase actuarial liabilities by $62.9 billion.
Study available at http://www.floridahasarighttoknow.com/docs/StatePensionActuaryL etter.pdf, (last visited on February 18,
2013).
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C. Trust Funds Restrictions:
None.

V. Fiscal Impact Statement:

A. Tax/Fee Issues:
None.

B. Private Sector Impact:
None.

C. Government Sector Impact:

The bill requires additional reporting requirements for local plans, which may incur
additional costs in producing the required reporting. The exact cost of compliance with
this bill is indeterminate, though last year DMS estimated that the cost of compliance for
a local pension financial rating plan proposal that involved some similar reporting
requirements could range from $1,000 to $5,000 per plan, per year.*?

According to the Department of Management Services (department), the bill would
increase administrative costs to the Division of Retirement (division), including staff and
actuarial work, to comply with the reporting requirements in the bill. According to the
department’s bill analysis, it estimates that the fiscal impact would be as follows:*

The new disclosure requirements do not affect the actuarial contributions for funding
purposes for the FRS; however, there will be an administrative cost associated with
preparing the new disclosures. The consulting actuary estimates that the additional
reporting requirement would cost about $20,000 in the first year and $10,000 in each

subsequent year.

Expenditures FY 2013-14 FY 2014-15 FY 2015-16
Amount/FTE Amount/FTE Amount/FTE

Recurring $20,000 $10,000 $10,000

Non-recurring - - -

In addition, one additional government analyst position would be required to insure that
implementing and maintaining the actuarial database with these additional disclosure
items does not negatively impact the timely accomplishment of current statutory
responsibilities.

| Expenditures | FY 2013-14 | FY 2014-15 | FY 2015-16 |

12 Financial Rating of Local Government Defined Benefit Plans, January 25, 2012, by the Department of Management
Services, on file with the Senate Governmental Oversight and Accountability Committee.

3 Department of Management Services, Bill Analysis 2013, for SB 534/HB 599, dated February 8, 2013, on file with the
Governmental Oversight and Accountability Committee.
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VI.

VII.

VIII.

Page 8
Amount/FTE Amount/FTE Amount/FTE
Recurring $57,693 $57,693 $57,693
Non-recurring $3,762 - -

Additionally, the actuarial costs for the chapter plans under chapters 175 and 185, F.S.,
are paid for from the police and firefighter’s trust fund.™* The bill creates an additional
annual expenditure requirement for reporting in order to qualify for premium tax

distributions.

Expenditures FY 2013-14 FY 2014-15 FY 2015-16
Amount/FTE Amount/FTE Amount/FTE
Recurring $30,000 $20,000 $20,000

Non-recurring

Technical Deficiencies:

The word “direct” on line 40 should probably be “defined.”

Lines 121 through 127 contain an apparent contradiction in specifying the due date of the

required report.

If the reference on line 134 to “noncompliance with this part” is intended to refer to provisions in
s. 112.63(3)(b), F.S., the Legislature may want to make that reference more explicit.

Related Issues:

DMS has noted in its analysis that the asset valuation method required by this bill excludes
DROP assets, but does not provide comparable language to exclude DROP liabilities.

Additional Information:

A. Committee Substitute — Statement of Substantial Changes:

(Summarizing differences between the Committee Substitute and the prior version of the bill.)

None.

B. Amendments:

None.

This Senate Bill Analysis does not reflect the intent or official position of the bill’s introducer or the Florida Senate.

! The division conducts the actuarial valuations of chapter plans. See ss. 175.032(2) and 185.02(3), F.S.
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LEGISLATIVE ACTION

Senate . House

The Committee on Governmental Oversight and Accountability

(Hays) recommended the following:
Senate Amendment (with title amendment)

Delete everything after the enacting clause
and insert:

Section 1. Subsection (14) is added to section 112.66,
Florida Statutes, to read:

112.66 General provisions.—The following general provisions
relating to the operation and administration of any retirement
system or plan covered by this part shall be applicable:

(14) The state is not liable for any obligation relating to

any current or future shortfall in any local government

retirement system or plan.
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Section 2. Section 112.664, Florida Statutes, is created to
read:

112.664 Reporting standards for defined benefit retirement

plans or systems.—

(1) In addition to the other reporting requirements of this

part, within 180 days after the close of the first plan year

that ends on or after June 30, 2013, and thereafter in each year

required under s. 112.63(2), each defined benefit retirement

system or plan, including the Florida Retirement System, shall

electronically report the following information to the

Department of Management Services in a format prescribed by the

department:

(a) The long-term funded ratio calculated in a manner

similar to the Government Accounting Standards Board’s Statement

No. 67, Financial Reporting for Pension Plans, including the

market value of its assets, the value of its actuarial

liabilities, and the amount of its unfunded accrued liability,

if any.

(b) The dollar value of the unfunded accrued liability, if

any, of the plan.

(c) The number of months or years for which the current

market value of assets are adequate to sustain the payment of

expected retirement benefits.

(d) The recommended contributions to the plan under the

calculations required under paragraph (a) stated as an annual

dollar value and a percentage of valuation payroll.

(2) Each defined benefit retirement system or plan shall

use the following assumptions and methods in determining the

information required under subsection (1):
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(a) The actuarial cost method, which is the Entry Age

Normal method.

(b) The assumed rate of return on investments and the

assumed discount rate, which are the adjusted 24-month average

corporate bond segment rates determined under s.

430 (h) (2) (C) (iv) of the Internal Revenue Code by the Department

of the Treasury.

(c) Preretirement mortality calculated using the RP-2000

Mortality Tables for male and female employees. Postretirement

mortality is calculated using the RP-2000 Mortality Tables for

healthy white-collar employees, as projected from the year 2000

to the valuation year using Projection Scale AA.

(d) The asset valuation method, which is the market wvalue

less the value of any deferred retirement option program

accounts.

(e) The actuarial accrued liabilities, excluding the value

of any deferred retirement option program accounts.

(f) All other assumptions and methods used by the system or

plan in its latest valuation.

(3) Each defined benefit retirement system or plan and its

plan sponsor shall provide the information required by this

section and the funded ratio of the system or plan as determined

in the most recent actuarial valuation as part of the

disclosures required under s. 166.241(3) and on any website that

contains budget information relating to the plan sponsor or

actuarial or performance information related to the system or

plan. The Executive Office of the Governor shall comply with

this subsection by making the information and funded ratio

relating to the Florida Retirement System available on the
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website described in s. 215.985 which contains state financial

information.

(4) If a plan has not submitted the required information to

the Department of Management Services within 180 days after the

closing date of a plan year in which the information is required

to be submitted to the department, the plan shall be deemed to

be in noncompliance.

(a) The department may notify the Department of Revenue and

the Department of Financial Services of the noncompliance, and

the Department of Revenue and the Department of Financial

Services shall withhold any funds not pledged for satisfaction

of bond debt service and which are payable to the plan sponsor

until the information is provided to the department. The

department shall specify the date the withholding is to begin

and notify the Department of Revenue, the Department of

Financial Services, and the plan sponsor 30 days before the

specified date.

(b) Within 21 days after receipt of the notice, the plan

sponsor may petition the department for a hearing under ss.

120.569 and 120.57. The Department of Revenue and the Department

of Financial Services may not be parties to the hearing, but may

request to intervene if requested by the Department of

Management Services or if the Department of Revenue or the

Department of Financial Services determines its interests may be

adversely affected by the hearing.
Section 3. Subsection (1) of section 112.665, Florida

Statutes, is amended to read:
112.665 Duties of Department of Management Services.—

(1) The Department of Management Services shall:
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(a) Gather, catalog, and maintain complete, computerized
data information on all public employee retirement systems or
plans in the state+ based upon a review of audits, reports, and
other data pertaining to the systems or plans;

(b) Receive and comment upon all actuarial reviews of
retirement systems or plans maintained by units of local
government;

(c) Cooperate with local retirement systems or plans on
matters of mutual concern and provide technical assistance to
units of local government in the assessment and revision of
retirement systems or plans;

(d) Annually issue, by January 1 anpwatdty, a report to the
President of the Senate and the Speaker of the House of
Representatives, which repert details division activities,
findings, and recommendations concerning all governmental
retirement systems. The report may include legislation proposed
to carry out such recommendations;

(e) Provide a fact sheet for each participating local

government defined benefit pension plan which summarizes

summarizing the plan’s actuarial status. The fact sheet should
provide a summary of the plan’s most current actuarial data,
minimum funding requirements as a percentage of pay, and a 5-
year history of funded ratios. The fact sheet must include a
brief explanation of each element in order to maximize the

transparency of the local government plans. The fact sheet must

also contain the information specified in s. 112.664(1). These

documents shall be posted on the department’s website. Plan
sponsors that have websites must provide a link to the

department’s website;
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(f) Annually issue, by January 1 ampuvatdty, a report to the
Special District Information Program of the Department of
Economic Opportunity which #£hat includes the participation in
and compliance of special districts with the local government
retirement system provisions in s. 112.63 and the state-
administered retirement system provisions as specified in part I

of chapter 121; and

(g) Adopt reasonable rules to administer +heprovisiens—eof
this part.

Section 4. The Legislature finds that a proper and

legitimate state purpose is served when employees and retirees

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

survivors, and beneficiaries of such employees and retirees, are

extended the basic protections afforded by governmental

retirement systems that provide fair and adequate benefits and

that are managed, administered, and funded in an actuarially

sound manner as required by s. 14, Article X of the State

Constitution and part VII of chapter 112, Florida Statutes.

Therefore, the Legislature determines and declares that this act

fulfills an important state interest.

Section 5. This act shall take effect July 1, 2013.

================= T I T LE A MENIDMENT =s===============
And the title is amended as follows:
Delete everything before the enacting clause
and insert:
A bill to be entitled
An act relating to publicly funded defined benefit

retirement plans; amending s. 112.66, F.S.; providing
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that the state is not liable for shortfalls in local
government retirement systems or plans; creating s.
112.664, F.S.; requiring a defined benefit system or
plan to report certain information to the Department
of Management Services by a certain date and
specifying the assumptions and methods to be used in
determining the information submitted; requiring the
plan sponsor to make the information available on
certain websites; providing consequences for failure
to timely submit the required information; providing a
method for a plan sponsor to request a hearing to
contest such consequences; amending s. 112.665, F.S.;
requiring the department to provide a fact sheet
specifying certain information; providing a
declaration of important state interest; providing an

effective date.

WHEREAS, in 2012, there were 492 local government employee
defined benefit pension plans in Florida, providing pension
benefits to approximately 79,000 retirees. The interests of
participants in many of these plans may have property rights
implications under state law, and

WHEREAS, local government employee defined benefit pension
plans are becoming a large financial burden on certain local
governments and have already resulted in tax increases and the
reduction of services, and

WHEREAS, the 2012 Florida Local Government Retirement
Systems Annual Report published by the Department of Management

Services specifies the total unfunded actuarial accrued
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liability of all local government defined benefit pension plans
at approximately $10 billion, and

WHEREAS, some economists and observers have stated that the
extent to which state or local government employee defined
benefit pension plans are underfunded is obscured by
governmental accounting rules and practices, particularly as
they relate to the valuation of plan assets and liabilities.
This results in a misstatement of the value of plan assets and
an understatement of plan liabilities, a situation that poses a
significant threat to the soundness of state and local budgets,
and

WHEREAS, there is currently a lack of meaningful disclosure
regarding the value of state or local government employee
defined benefit pension plan assets and liabilities. This lack
of meaningful disclosure poses a direct and serious threat to
the financial stability of such plans and their sponsoring
governments, impairs the ability of state and local government
taxpayers and officials to understand the financial obligations
of their government, and reduces the likelihood that state and
local government processes will be effective in assuring the
prudent management of their plans, and

WHEREAS, the financial health of state or local government
employee pension benefit plans can have statewide public
repercussions, and the meaningful disclosure of the value of
their assets and liabilities is necessary and desirable in order
to adequately protect plan participants and their beneficiaries
as well as the general public, and to further efforts to provide
for the general welfare and the free flow of commerce, NOW,

THEREFORE,
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By Senator Brandes

22-00447C-13 2013534

A bill to be entitled
An act relating to publicly-funded defined benefit
retirement plans; amending s. 112.66, F.S.; providing
that the state is not liable for shortfalls in local
government retirement systems or plans; creating s.
112.664, F.S.; requiring a defined benefit system or
plan to report certain information to the Department
of Management Services and specifying the assumptions
and methods to be used in determining the information
submitted; requiring the plan sponsor to make the
information available on certain websites; providing a
time certain for submission of the information;
providing consequences for failure to submit the

required information; providing an effective date.

WHEREAS, in 2012, there were 492 local government employee
defined benefit pension plans in Florida, providing pension
benefits to approximately 79,000 retirees. The interests of
participants in many of these plans may have property rights
implications under state law, and

WHEREAS, local government employee defined benefit pension
plans are becoming a large financial burden on certain local
governments and have already resulted in tax increases and the
reduction of services, and

WHEREAS, the 2012 Florida Local Government Retirement
Systems Annual Report published by the Department of Management
Services specifies the total unfunded actuarial accrued
liability of all local government defined benefit pension plans

at approximately $10 billion, and
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WHEREAS, some economists and observers have stated that the
extent to which state or local government employee defined
benefit pension plans are underfunded is obscured by
governmental accounting rules and practices, particularly as
they relate to the valuation of plan assets and liabilities.
This results in a misstatement of the value of plan assets and
an understatement of plan liabilities, a situation that poses a
significant threat to the soundness of state and local budgets,
and

WHEREAS, there is currently a lack of meaningful disclosure
regarding the value of state or local government employee direct
benefit pension plan assets and liabilities. This lack of
meaningful disclosure poses a direct and serious threat to the
financial stability of such plans and their sponsoring
governments, impairs the ability of state and local government
taxpayers and officials to understand the financial obligations
of their government, and reduces the likelihood that state and
local government processes will be effective in assuring the
prudent management of their plans, and

WHEREAS, the financial health of state or local government
employee pension benefit plans can have statewide public
repercussions, and the meaningful disclosure of the value of
their assets and liabilities is necessary and desirable in order
to adequately protect plan participants and their beneficiaries
as well as the general public, and to further efforts to provide
for the general welfare and the free flow of commerce, NOW,

THEREFORE,

Be It Enacted by the Legislature of the State of Florida:
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Section 1. Subsection (14) is added to section 112.66,
Florida Statutes, to read:

112.66 General provisions.—The following general provisions
relating to the operation and administration of any retirement
system or plan covered by this part are shaid—be applicable:

(14) The state is not liable for any obligation relating to

any current or future shortfall in any local government

retirement system or plan.

Section 2. Section 112.664, Florida Statutes, is created to
read:

112.664 Reporting standards for defined benefit retirement

plans or systems.—

(1) In addition to the other reporting requirements of this

part, effective July 1, 2013, and for every other plan year

completed on or after January 1, 2013, each defined benefit

retirement system or plan, including the Florida Retirement

System, shall electronically report the following information to

the Department of Management Services in a format established by

the department:

(a) The long-term funded ratio calculated in a manner

similar to the Government Accounting Standards Board’s Statement

No. 67, Financial Reporting for Pension Plans, including the

market value of its assets, the value of its actuarial

liabilities, and the amount of its unfunded accrued liability,

if any.

(b) The dollar value of the unfunded accrued liability, if

any, of the plan.

(c) The number of months or years for which the current
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expected retirement benefits.

(d) The recommended contributions to the plan under the

calculations required under paragraph (a) stated as an annual

dollar value and a percentage of valuation payroll.

(2) Each defined benefit retirement system or plan shall

use the following assumptions and methods in determining the

information required under subsection (1):

(a) The actuarial cost method, which is the Entry Age

Normal method.

(b) The assumed rate of return on investments and the

assumed discount rate, which are the adjusted 24-month average

corporate bond segment rates determined under s.

430 (h) (2) (C) (iv) of the Internal Revenue Code by the Department

of the Treasury.

(c) Preretirement mortality calculated using the RP-2000

Mortality Tables for male and female employees. Postretirement

mortality is calculated using the RP-2000 Mortality Tables for

healthy white-collar employees, as projected from the year 2000

to the valuation year using Projection Scale AA.

(d) The asset valuation method, which is the market value

less the value of any deferred retirement option program

accounts.

(e) All other assumptions and methods used by the system or

plan in its latest valuation.

(3) Each defined benefit retirement system or plan and its

plan sponsor shall provide the information required by this

section and the funded ratio of the system or plan as determined

in the most recent actuarial valuation as part of the
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disclosures required under s. 166.241(3) and on any website that

contains budget information relating to the plan sponsor or

actuarial or performance information related to the system or

plan.

(4) Each retirement system or plan shall submit the

information required by this section to the department within

180 days after the close of the plan year together with

appropriate signed actuarial certification as established by the

department. For those plan years ending between January 1, 2013,

and July 1, 2013, the due date for the submission of information
is October 1, 2013.
(5) A plan established under chapter 175 or chapter 185

that fails to submit the information on a timely basis shall be

deemed to be in noncompliance with chapters 175 and 185, as

applicable.

(6) Any local government defined benefit pension plan that

fails to submit the information on a timely basis shall be

deemed to be in noncompliance with this part.

Section 3. This act shall take effect July 1, 2013.
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