Fl ori da Senate - 1999 SB 356
By the Conmittee on Governnental Oversight and Productivity

302-576- 99
1 A bill to be entitled
2 An act relating to retirenent; creating s.
3 121.36, F.S.; creating an optional retirenent
4 program for enpl oyees of the State of Florida;
5 providing eligibility criteria; providing that
6 state enpl oyees nay participate in the optiona
7 retirenent programin lieu of participating in
8 the Florida Retirenment System providing
9 requirenents for electing the optional program
10 providing for contributions to the optiona
11 program providing for paynent of benefits;
12 providing for the Division of Retirenent of the
13 Depart nent of Managenent Services to adm nister
14 the program authorizing the division to adopt
15 rules; requiring that the State Board of
16 Adm ni stration review the i nvestnent products
17 of fered under the optional program providing
18 an effective date.
19
20| Be It Enacted by the Legislature of the State of Florida:
21
22 Section 1. Section 121.36, Florida Statutes, is
23| created to read:
24 121.36 Optional retirenent programfor state
25 | enpl oyees. - -
26 (1) OPTI ONAL RETI REMENT PROGRAM ESTABLI SHED. - - The
27 | Division of Retirenent shall establish an optional retirenment
28 | program under which contracts providing retirement and death
29 | benefits may be purchased for eligible enployees of the State
30| of Florida who elect to participate in the program The
31| benefits to be provided for or on behalf of participants in

1
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1] such optional retirenment program shall be provided through

2| individual contracts or individual certificates issued for

3| group annuity contracts, which may be fixed, variable, or a

4 | conbination thereof, in accordance with s. 403(b) of the

5| Lnternal Revenue Code. Any individual contract or certificate
6 | nust contain a statenent of the annuity plan on its face page,
7 | and nust include, but need not be linited to, a statenent of
8 | ownership, the contract benefits, annuity incone options,

9| Limtations, expense charges, and surrender charges, if any.
10 | The state shall contribute, as provided in this section

11 | toward the purchase of such optional benefits.

12 (2) ELIGBILITY FOR PARTI Cl PATI ON I N OPTI ONAL

13 | PROGRAM - -

14 (a) Participation in the optional retirenment program
15| provided by this section is linited to persons who are

16 | otherwise eligible for nmenbership in the Florida Retirenent
17 | System and who are not participating in any other optiona

18 | annuity program authorized under this chapter

19 (b) As used in this section, the term"enployer" neans
20 | the individual agency of the State of Florida at which the
21 | enpl oyee is enpl oyed.
22 (3) ELECTION OF OPTI ONAL PROGRAM - -
23 (a) Any eligible enployee who is enployed on or before
24 | July 1, 2000, may elect to participate in the optiona
25| retirement programin lieu of participation in the Florida
26 | Retirenent System Such election nust be made in witing and
27 | filed with the division and the personnel officer of the
28 | enpl oyer on or before June 1, 2000. Upon such el ection
29 | participation in the optional programwll take effect July 1,
30 | 2000, and election to so participate will term nate the
31 | nenbership of the enployee in the Florida Retirenent System
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Any eligible enployee who is enpl oved on or before July 1,

2000, and who fails to nake an election to participate in the

optional program by June 1, 2000, shall be deened to have

elected to retain nenbership in the Florida Retirenent System

(b)1. Any enpl oyee who becones eligible to participate

in the optional retirenent programby reason of initial

enpl oynent commencing after July 1. 2000, nay, within 90 days

after the date of commencenent of enploynent, elect to

participate in the optional program Such election nmust be

made in witing and filed with the personnel officer of the

enpl oyer. The eligible enployees described in this

subpar agraph shall be enrolled in the Florida Retirenent

System at the commencenent of enploynent, with the exception

of those enployees who file an election with the personne

officer of the enployer prior to the subnission of the initial

payroll for the enployee. For such enpl oyees, participation

will be effective on the first day of enploynent or on July 1,

2000, whichever is later. If an eliqible enployee, as

described in this subparagraph. files an election to

participate in the optional programw thin 90 days after the

conmencenent of enpl oynent., but after the subnission by the

enpl oyer of the initial payroll for the enployee, the

enpl oyee's participation in the optional programw |l not be

effective until the first day of the nonth for which a ful

nont h's enpl oyer contribution may be made, or until July 1,

2000, whichever is later. Any eligible enpl ovee who does not

within 90 days after commencenent of such enpl oynent elect to

participate in the optional programshall be deened to have

elected to retain nenbership in the Florida Retirenent System

2. Any enpl oyee who after July 1, 2000, becones

eligible to participate in the optional programby reason of a
3
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change in status due to the subsequent designation of the

enpl oyee's position as one of those specified in paragraph

(2)(a) or due to the enployee's appointnment., pronotion

transfer, or reclassification to a position specified in

paragraph (2)(a) may elect to participate in the optiona

program Such enpl oyee shall be notified by the enpl oyer of

the change in his or her eligibility status. Such enpl oyee

may, within 90 days after the date of such notification, file

with the personnel officer of the enployer an election in

witing to participate in the optional programin |ieu of

participation in the Florida Retirenent System Upon such

election, participation in the optional programwll be

effective on the first day of the nonth for which a ful

nonth's enpl oyer contribution may be nmade or on July 1, 2000,

whichever is later. Election to participate term nates the

nenbership of the enployee in the Florida Retirenent System

Any eligible enployee who does not elect to participate in the

optional programw thin 90 days after notification of his or

her eliqgibility to participate in the programshall be deened

to have elected to retain nenbership in the Florida Retirenent

System
(c) Any enpl oyee who becones eligible to participate

in the optional retirement programon or after January 1.

2000, shall be a conpul sory participant of the program unl ess

such enpl oyee el ects nenbership in the Florida Retirenent

System Such el ection nust be made in witing and filed with

the personnel officer of the enployer. Any eligible enpl oyee

who fails to nake such election within the prescribed tine

period shall be deened to have elected to participate in the

optional retirenent program
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1. Any enpl oyee whose optional retirenent program

eligibility results frominitial enploynent shall be enrolled

in the programat the commencenent of enploynent. If, within

90 days after commencenent of enployment. the enpl oyee el ects

nenbership in the Florida Retirenent System such nenbership

shall be effective retroactive to the date of commencenent of

enpl oynent .
2.  Any enpl oyee whose optional retirenent program

eligibility results froma change in status due to the

subsequent desi gnation of the enployee's position as one of

those specified in paragraph (2)(a) or due to the enployee's

appoi ntnent, pronotion, transfer, or reclassification to a

position specified in paragraph (2)(a) shall be enrolled in

the optional retirenent program upon such change in status and

shall be notified by the enployer of such action. If, within

90 days after the date of such notification, the enpl oyee

elects to retain nenbership in the Florida Retirenent System

such continuation of nenbership shall be retroactive to the

date of the change in status.

3. Not wi t hst andi ng _any ot her provision of this

par agr aph. effective January 1, 2001, any enpl oyee who is

eligible to participate in the optional retirenent program and

who fails to execute an annuity contract with one of the

approved conpanies and to notify the division in witing as

provided in subsection (4) within 90 days after the date of

eligibility shall be deened to have el ected nenbership in the

Florida Retirenent System except as provided in s.

121.051(1)(a). This paraqgraph also applies to any enpl oyee who

term nates enploynment in an eligible position before executing

the required annuity contract and notifying the division. Such

nenbership shall be retroactive to the date of eliqgibility,
5
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and all appropriate contributions shall be transferred to the

Fl orida Retirenent System Trust Fund and the Health | nsurance
Subsi dy Trust Fund.
(d) A participant is fully and immediately vested in

the optional retirenent programonly upon execution of an

annui ty contract.

(e) The election by an eligible enployee to

participate in the optional retirenent programis irrevocabl e

for so long as the enpl oyee continues to neet the eligibility

requirements specified in subsection (2). except as provided

in paragraph (h).

(f) If an enpl oyee becones ineligible to continue

participation in the optional retirenent program under

subsection (2). the enployee shall thereafter participate in

the Florida Retirenent Systemif he or she is otherw se

eligible.
(d) An eliqgible enployee who is a nenber of the

Fl orida Retirenent Systemat the tine of election to

participate in the optional retirenent programshall retain

all retirenent service credit earned under the Florida

Retirenment System at the rate earned. The enpl oyee does not

earn additional service credit in the Florida Retirenent

Systemwhile the enployee participates in the optiona

program and the enployee is not eligible for disability

retirenent under the Florida Retirenent System

(h) Except as otherwi se provided in this section, a

participant in the optional retirenent program nmy not

participate in nore than one state-adm nistered retirenent

system plan, or class sinultaneously. Except as provided in

s. 121.052(6)(d). a participant who is or becones dually

enployed in two or nore positions covered by the Florida
6
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Retirenment System one of which is eligible for the optional

program and one of which is not, may renmain a nenber of the

optional programand contributions shall be paid as required

only on the salary earned in the position eligible for the

optional programduring such period of dual enploynent; or

within 90 days after becom ng dually enpl oyved. he or she may

el ect nenbership in the Regular O ass of the Florida

Retirenment Systemin |lieu of the optional program and

contributions shall be paid as required on the total salary

received for all enploynent. At retirenent, the average fina

conpensation used to cal culate any benefits for which the

nenber becones eligible under the Florida Retirenent System

shall be based on all salary reported for both positions

duri ng such period of dual enploynent. When such nenber ceases

to be dually enployed, he or she may, within 90 days, elect to

remain in the Florida Retirenent Systemclass for which he or

she is eligible or to again becone a participant in the

optional retirement program Failure to elect nenbership in

the optional programw thin 90 days shall result in conpul sory

nenbership in the Florida Retirenent System
(4) CONTRI BUTI ONS. - -
(a) Each enpl oyer shall contribute on behalf of each

participant in the optional retirenent program an anpbunt equa

to the normal cost portion of the enpl oyer retirenent

contribution which would be required if the participant were a

reqgul ar nenber of the Florida Retirenent System plus the

portion of the contribution rate required in s. 112.363(8)

that woul d otherwi se be assigned to the Retiree Health

| nsurance Subsidy Trust Fund, | ess an anpunt approved by the

Leqgi sl ature which shall be deducted by the division to provide

for the admnistration of this program The paynent of the
7
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contributions to the optional programwhich is required by

this paragraph for each participant shall be nade by the

enpl oyer to the division, which shall forward the

contributions to the designated conpany or conpani es

contracting for paynent of benefits for the participant under

t he program However., such contributions paid on behalf of an

enpl ovee described in paragraph (3)(c) nmay not be forwarded to

a conpany and do not begin to accrue interest until the

enpl oyee has executed an annuity contract and notified the

di vi si on.
(b) Each enpl oyer shall contribute on behalf of each

participant in the optional retirenent program an anpunt egua

to the unfunded actuarial accrued liability portion of the

enpl oyer contribution which would be required for nenbers of

the Florida Retirenent System This contribution shall be paid

to the division for transfer to the Florida Retirenent System
Trust Fund.
(c) The Optional Retirenent Program Trust Fund

established in the State Treasury and adni ni stered by the

Division of Retirenent shall nmake paynents to the provider

conpani es on behalf of the optional retirenent program

partici pants, and the division shall transfer the unfunded

liability portion of the state optional retirenent program

contributions to the Florida Retirenent System Trust Fund.

(d) Contributions required for social security by each

enpl oyer and each participant, in the anount required for

soci al security coverage as now or hereafter nmy be provided

by the federal Social Security Act., shall be nmintained for

each participant in the optional retirenment program and shal

be in addition to the retirenent contributions specified in

this subsecti on.
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(e) Each participant in the optional retirenent

program who has executed an annuity contract may contribute by

way of salary reduction or deduction a percentage anount of

the participant's gross conpensation not to exceed the

per cent age anpunt contributed by the enplover to the optiona

program but such contribution nmay not exceed federa

limtations. Paynent of the participant's contributions shal

be made by the financial officer of the enployer to the

di vi sion which shall forward the contributions to the

desi gnat ed conpany or conpani es contracting for paynent of

benefits for the participant under the program A partici pant

may not make, through salary reduction, any voluntary enpl oyee

contributions to any other plan under s. 403(b) of the

I nternal Revenue Code, with the exception of a custodial

account under s. 403(b)(7) of the Internal Revenue Code, unti

he or she has nmde an enpl oyee contribution to his or her

optional programequal to the enployer contribution. A

participant is responsible for nonitoring his or her

i ndi vidual tax-deferred incone to ensure that he or she does

not exceed the nmaxi num deferral anpunts pernitted under the

| nt ernal Revenue Code.
(5) BENEFI TS. - -
(a) Benefits shall be payabl e under the optiona

retirement programonly to vested participants in the program

or their beneficiaries as designated by the participant in the

contract with a provider conpany., and such benefits shall be

paid only by the designated conpany in accordance with the

terns of the annuity contract or contracts applicable to the

participant. The partici pant nust be tern nated from al

enpl oynent with all Florida Retirenent System enpl oyers, as

provided in s. 121.021(39). to beqgin receiving the
9

CODI NG Wr ds st++eken are del etions; words underlined are additions.




© 00 N o O W DN P

W W NNNNMNNNNMNNNNRRRRRRRPR B R
P O © 0 ~N O U0 BN WNIEREPRO O ®ONO®D O M WN R O

nate - 1999 SB 356

enpl over -funded benefit. Benefits funded by enpl oyer

contributions shall be payable as a lifetine annuity, a ful

or partial cash distribution, or as a full or partial

distribution to a tax-qualified account to the partici pant,

his or her beneficiary, or his or her estate, except for:

1. A lunp-sum paynent to the beneficiary upon the

death of the participant; or

2. A cash-out of a de nminims account upon the request

of a forner partici pant who has been term nated for a m ni num

of 6 nonths fromthe enploynment that entitled himto optiona

retirenent programparticipation. A de mnims account is an

account with a provider conpany containi ng enpl over

contributions and accunul ated earni ngs of not nore than $3,500

made under this chapter. Such cash-out nust be a conplete

| i quidation of the account balance with that conpany and is

subject to the provisions of the Internal Revenue Code.

(b)Y The benefits payable to any person under the

optional retirenent program and any contri buti on accunul at ed

under such program are not subject to assignnent., execution

or attachnent or to any | egal process what soever.

(c) A participant who chooses to receive his or her

benefits upon ternination of enploynent is responsible for

notifying the provider conpany of the date on which he or she

wi shes the annuity funded by enpl oyer contributions to beqin.

Benefits may be deferred until the partici pant chooses to nake

such application.

(d) Benefits funded by the participant's persona

contributions nmay be paid out at any tine and in any form

within the linmits provided in the contract between the

partici pant and his or her provider conpany. The partici pant

shall notify the provider conpany regarding the date and
10

CODI NG Wr ds st++eken are del etions; words underlined are additions.




nate - 1999 SB 356

1| provisions under which he or she wants to receive the

2 | enpl oyee-funded portion of the plan

3 (6) ADM NI STRATI ON OF PROGRAM - -

4 (a) The optional retirenment program authorized by this
5| section shall be adninistered by the division. The division

6 | shall adopt rules establishing the responsibilities of the

7| state agencies in adninistering the optional retirenent

8 | program The Departnent of Managenent Services shall, not nore
9| than 90 days after July 1, 2000, subnit to the division its

10 | recommendations for the annuity contracts to be offered by the
11 | conpani es chosen by the division. The recommendations of the
12 | department nust include the foll ow ng:

13 1. The nature and extent of the rights and benefits in
14| relation to the required contributions; and

15 2. The suitability of the rights and benefits to the
16 | needs of the participants and the interests of the

17 | institutions in the recruitnent and retention of eligible

18 | enpl oyees.

19 (b) After receiving and considering the

20 | recommendati ons of the departnent, the division shal

21 | designate not nmore than four conpanies from which annuity

22 | contracts may be purchased under the program and shall approve
23| the formand content of the optional retirenent program

24 | contracts. Upon application by a qualified Florida donestic

25 | conpany, the division shall give reasonable notice to al

26 | other such conpanies that it intends to designate one of such
27 | conpanies as a fifth conpany fromwhich annuity contracts may
28 | be purchased pursuant to this section and that they may apply
29 | for such designation prior to the deadline established by said
30 | notice. At least 60 days after giving such notice and upon

31| receipt of the recommendation of the departnent, the division

11
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shall designate one of such conpanies as the fifth conpany

fromwhich such contracts nmay be purchased.

(c) The State Board of Adm nistration shall review and

nmake recommendati ons to the division on the acceptability of

all investnent products proposed by provider conpanies of the

optional retirenent program before they are offered through

annuity contracts to the participants and nmay advi se the

di vi sion of any changes necessary to ensure that the optiona

retirenent programoffers an acceptable m x of investnent

products. The division shall nmake the final deterni nation as

to whether an investnent product will be approved for the

program
(d) The provisions of each contract applicable to a

participant in the optional retirenent program nust be

contained in a witten programdescription that nust include a

report of pertinent financial and actuarial information on the

sol vency and actuarial soundness of the program and the

benefits applicable to the participant. Such description nust

be furni shed by the conpanies to each participant in the

program and to the division upon commencenent of participation

in the program and annual ly thereafter

(e) The division shall ensure that each participant in

the optional retirenent programis provided an accounti ng of

the total contribution and the annual contributi on made by and

on behalf of such participant.
Section 2. This act shall take effect July 1, 2000.

12
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2 SENATE SUVMMARY

3 Est abl i shes an optional retirenment programfor enpl oyees
of the State of Florida, Provides for the programto” be

4 adm ni stered by the Division of Retirenent. Provides for
the enployee to be vested in the program upon execution

5 of the annuity contract. Provides for the enployee to
retain anY retirenment credit earned under the Florida

6 Retirement System Provides requirenents for electing to
participate in the optional program Provides for

7 enpl oyer and enpl oyee contributions to the optiona
Brogran1 Provi des requirenents for the paynent of

8 enefits. Authorizes the division to adopt rules for

9 adm ni stering the program (See bill for details.)
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