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Abill to be entitled

An act relating to public enployee retirenent

systens; creating the Public Enployees Portabl e

Retirenment Option Act; providing legislative

pur pose; providing definitions; providing for

adm ni stration of the plan; providing for

contributions; providing for eligibility;

providing for readm ssion; providing for

managenent; providing reporting requirenents;

providing legislative intent; providing an

ef fective date.

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

Section 1. Short title; |egislative purpose;

definitions; creation of public enployees' portable retirenent

option; admnistration; eligibility; readni ssion; nmanagenent;

reporting requirenents. --
(1) SHORT TITLE.--This section may be cited as the
"Publ i c Enpl oyees Portable Retirenment Option Act."

(2) PURPCSE. - -
(a) This section shall require alternative retirenent

plans for certain state and | ocal public agency enpl oyees. The

purpose of this sectionis to require state and | ocal public

agencies to provide a defined contribution alternative basic

pension plan that is fully portable, imediately vested, and

fully funded on a current basis from enpl oyer contributions.

(b) In no event may the state or any |local public

agency fail to continue to offer nenbership in any retirenent

systemin existence at the tine of the enactnment of this
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section, to current enployees, new enpl oyees, or retirees as a

result of inplenenting this alternative retirenent plan.

(c) The alternative retirenent plan authorized by this

section shall be established and adni ni stered i n accordance

with the requirenments for section 401(a) qualified retirenent

pl ans under the Internal Revenue Code of 1986, as anended.
(3) DEFINITIONS.--As used in this section, unless the
context clearly requires a different neaning:

(a) "Accrued service benefit" neans the anount,

determ ned by the actuary of the existing retirenent system

whi ch represents the present value of an enpl oyee's accrued

retirenent benefit earned through the date on which a paynent

is made to a portable retirement plan by an existing

retirenent systemfor the benefit of an individual account. In

order to deternine the present value of the accrued benefit,

the discount rate for investnent earnings and the assunptions

for current final average conpensation shall be approved by

the enployer. At the enployer's witten el ection, the accrued

services benefit shall also include an enployee's pro rata

share of any actuarially determ ned excess of plan assets

conpared to accrued liabilities in the existing retirenent

systemon the reporting date prior to i nplenentation of the

portable retirenent plan

(b) "Adnministrator" neans an enpl oyee of an enpl oyer

who has been designated by the enpl oyer as adm nistrator of

the plan, or a representative body or other authority

desi gnhated by the enpl oyer.

(c) "Conpensation" neans the renuneration paid by the

enpl oyer in paynment for the enpl oyee's services during nornm

wor ki ng hours, but does not include the nonetary val ue of any

ot her advantages furni shed to the enpl oyee.
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1 (d) "Enpl oyee" neans any person enpl oyed by an

2 | enpl oyer.

3 (e) "Enployer" neans the state or |ocal public agency,
4] including, but not limted to, any school district.

5 (f) "Enployer contribution" neans an anount deposited
6|into the participant's individual account on a periodic basis
7| coinciding with the enpl oyee's regul ar pay period by an

8 | enpl oyer fromits own funds.

9 (g) "Existing enployee" neans any person enpl oyed by
10 | an enpl oyer upon the date of inplenentation of the PRP.

11 (h) "Existing retirenment systenl neans any state or

12 | local public retirenent systemin existence upon the

13 | enpl oyer's inplenentation of the PRP.

14 (i) "Individual Account" or "account" neans an account
15]1in a portable retirenent plan established for each partici pant
16 | to record the deposit of enployer contributions and earnings
17 | thereon on behalf of the participant.

18 (j) "Participant" neans an enpl oyee who el ects the

19 | PRP.

20 (k) "Fund" neans the Public Enpl oyees' Portable

21| Retirenment Plan Fund which may be created under this act and
22 | funded by the state for the paynent of adninistrative costs of
23 | the PRP.

24 (1) "Portable retirenent plan," "PRP," neans the

25| alternative retirenent plan created by this section

26 (m "Retirenent" neans an enpl oyee's withdrawal from
27 | the active enploynent of an enpl oyer and conpl etion of al

28 | conditions precedent to retirenent.

29 (4) CREATION. --Each enployer is hereby required to

30| inplenent a portable retirenent plan providing the opportunity
31| for retirenent savings for its respective enpl oyees. The PRP
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1| my be tailored to each enployer's individual needs and shal

2| provide for orderly adninistration.

3 (5) ADM NI STRATION. --The State Board of Administration
4 | and enpl oyers are hereby authorized to exercise all powers

5| necessary to effectuate the provisions of this section. The

6| State Board of Adninistration nmay del egate to service

7 | providers the day-to-day operations of the plan

8 | Adm nistrative costs and paynents shall be nmade fromthe fund,
9]|if created by law, otherwise fromthe participants in the PRP
10 (6) CONTRI BUTI ON. - - Enpl oyer contri butions nay equa

11 ) the nornmal cost portion of the applicable existing retirenent
12 | system s contribution rate applicable to the enpl oyee plus the
13 | equi val ent of the health insurance subsidy contribution anount
14| if the enployee is otherw se authorized to receive such. In no
15| event shall enpl oyer contributions fall bel ow |l evels necessary
16 | for the PRP to qualify as a "public retirenent systeni under
17 | I nternal Revenue Code s. 3121(b)(7)(F). Each partici pant shal
18 | vest immediately in all enployer contributions. The enpl oyer
19 | shall continue to pay any existing contributions specified to
20 | of fset unfunded accrued liabilities of the existing retirenent
21| systemfor a designhated anortized peri od.
22 (7) ELIGBILITY FOR THE PLAN. - -
23 (a) Notwithstanding existing retirenent systens,
24 | including, but not linmted to, those established under ss.
25| 121.011, 122.01, 122.05, 123.01, 238.01, and 240.3195, any
26 | enpl oyee, except enpl oyees electing to participate in the
27 | optional retirenment program established under s. 121.35 or the
28 | Seni or Management Service Optional Annuity Program established
29 | under s. 121.055, nmay voluntarily el ect nmenbership in the PRP
30 | Enpl oyees electing to participate in the PRP may not
31| participate in any applicable existing retirenent system but
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1| may participate in any and all applicabl e suppl enental plans
2| including those offered under the Internal Revenue Code ss.
3| 403(b) and 457.

4 (b) Enployees electing to participate in the PRP nust
5] provide witten notice to the enpl oyer. Each enpl oyer nust

6 | designate an el ection period not |ess than 90 days from

7| inplenentation for existing enployees or 90 days fromthe

8| first day of enploynent for new enpl oyees. Enpl oyees failing
9| to make an election during the applicable tine period wll
10| autonatically participate in the applicable existing

11 | retirenent system For existing enployees electing to

12 | participate in the PRP, the administrator of the PRP shal

13| notify the existing retirenent systemof the enpl oyee's

14 | el ection and the enpl oyee's service record and conpensati on
15| history within 45 days of that election, and the existing

16 | retirenent system wthin 45 days, shall transfer to the

17 | adninistrator a paynent equal to the actuarial present val ue
18 | of the enpl oyee's accrued service benefit on the date of

19 | transfer. The anpunt so transferred shall be credited to the
20 | enpl oyee' s individual account.

21 (8) READM SSION TO THE PLAN. - -

22 (a) Any enpl oyee whose enpl oynent ternminates and is
23| later reenpl oyed by an enployer shall be eligible for

24 | nenbership in either the existing retirement systemor the
25 | portable retirenent option subject to the conditions provided
26| for in subsection (6).

27 (b) An enpl oyee whose enpl oynent with a forner

28 | enpl oyer or an existing enployer is suspended as a result of
29 | an approved | eave of absence, approved naternity or paternity
30| break in service, or any other approved break in service

31| authorized by an enployer, is eligible for readm ssion to the
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1| plan in which he or she was a nenber at the tinme the break in
2 | service began.

3 (c) In all cases where a question exists as to the

4 | readni ssion to nenbership in a plan, the enpl oyer shall decide
5| the questi on.

6 (9) MANAGEMENT OF THE PLAN. - -

7 (a) The State Board of Administration shall act as

8 | manager of the plan. The nmanager shall identify plan providers
9| for the plan. Plan providers shall include the plan providers
10 ] included in the optional retirenent plan pursuant to s.

11 ] 121. 35. The nmmnager shall select additional providers, one of
12 | which nmust be a nutual fund. No nore than a total of three

13 | additional providers shall be selected. In addition to the

14 | required nmutual fund, the manager nmmy consider a group annuity
15| contract, individual retirenent annuities, interests in

16 | trusts, additional nutual funds or other financial instrunents
17 | as necessary or appropriate for the plan to provide retirenent
18 | and rel ated benefits conparable to those provided in the

19 | existing retirenent systens. The nmnager shall consider all of
20| the following in selecting additional plan providers:
21 1. The experience of the plan provider in 10 other
22 | states providing retirenent annuities or trusteed nutual fund
23 | arrangenents as defined contribution primary pension plans for
24 | public enpl oyees.
25 2. The financial stability of the plan provider as
26 | evidenced by national rating services.
27 3. The intrastate and interstate portability of the
28 | product offered by the plan provider, including flexibility in
29 | offering early w thdrawal options.
30 4. Product conpliance with the Internal Revenue Code.
31
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5. The ratio of assigned plan provider enpl oyees to

partici pants.

6. The ability of the plan provider to coordinate and

apply enpl oyer contribution data with the enpl oyer.

7. The capability of the plan provider to effectively

neet the goals of the plan.

8. The educational services of the plan provider

i ncl udi ng personal counseling, group seninars, and retirenment

related financial planning services.

(b) Selection of additional plan providers shall be

conducted through a conpetitive sel ection process.

(c) The manager shall periodically review each pl an

provider to ensure conpliance with the criteria established

herein. Pursuant to review, plan provider contracts which are

not in conpliance may be term nated. Subject to any applicable

requi rement in the agreenent, the manager nmmy provide for the

transfer of a participant's individual account to another

approved plan provider selected by the partici pant.

(d) |If requested by the enpl oyer, an existing

retirenent systemshall provide an actuarially deterni ned

optional disability benefit option and enpl oyer contribution

rate for enpl oyees who elect to participate in the PRP.
(10) REPORTI NG REQUI REMENTS. - - The enpl oyer,
admi ni strator, or service provider shall prepare, or cause to

be prepared, at |east quarterly, a statenent for each

participant's individual account. The statenent shall include

the current nmarket value of the account, including

self-directed investnent options, an item zation of changes in

the account, and other infornmation as nay be required by the

adm ni strator or the enployer. The service provider shal

provide sunmary reports to the enployer annually. The
7
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adm ni strator or enployer shall arrange for an i ndependent

audit of the plan's assets unless the audit is provided for by

a third-party organi zati on.

Section 2. The Legislature finds that a proper and

legitinmate state purpose is served when enpl oyees and retirees

of the state and of its political subdivisions, and the

dependents, survivors, and beneficiaries of such enpl oyees and

retirees, are extended the basic protections afforded by

governnental retirenent systens that provide fair and adequate

benefits and that are nmanaged, adninistered, and funded in an

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

decl ares that the provisions of this act fulfill an inportant

state i nterest.

Section 3. This act shall take effect January 1 of the
year followi ng the year in which enacted
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HOUSE SUMVARY

Creates the Public Enpl oyees' Portable Retirenent Option
Act to require state and |l ocal public sector enployers to
rovide optional portable retirenent plans for state and
ocal public sector enployees, Provides that such_plans
are . to be adm ni stered by enpl oyers or the State Board of

Adm nistration to offer enployees the option of ]
participating in the optional "plan in Iieu of continued
menbership in their existing retirenent system Provides
that the existing retirenment systemwould be required to
transfer the actlarial present”value, as defined in the
act, to the plan adm nistrator. See bilT for details.
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ADDI TI ONAL SPONSORS
Dawson-White, Horan, Ri tchl e, Heyman, D. Prewitt, Brown, Bush,

Chestnut, Miler, Trovilli on Fr ankel , Spratt KeI 'y, Peaden,
West br ook, . Bet ancourt L% as, Stabins, Senblef. Bronson,
M nton, Smth, Br adl ey nnis, Garcia, Putna Mur man,

Val des, Mackey, Y Ies " Cul P, Jacobs, Edwards, al ey,
Andrews, Casey. Melvin, Futch, Lacasa and Saunders’

9

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




