Florida Senate - 2001 CS for SB 2

By the Committee on Governmental Oversight and Productivity;
and Senators Burt, Smth and Lawson

302-1810-01
1 Abill to be entitled
2 An act relating to retirenent; anendi ng s.
3 121.021, F.S.; redefining the term"average
4 final conpensation” with respect to the Florida
5 Retirenment System revising contribution rates
6 as part of the funding process; anendi ng s.
7 121.091, F.S.; providing for a repurchase of
8 prior service credit for certain nenbers of the
9 Special Ri sk Cass or Special Risk
10 Adm ni strative Support Cass of the Florida
11 Retirenent Systemwho retired or term nated
12 enpl oynent before July 1, 2000; providing for
13 actuarial funding of benefits; providing a
14 decl aration of an inportant state interest;
15 providing an effective date.
16
17 | Be It Enacted by the Legislature of the State of Florida:
18
19 Section 1. Subsection (24) of section 121.021, Florida
20| Statutes, is anended to read:
21 121.021 Definitions.--The foll owi ng words and phrases
22| as used in this chapter have the respective neanings set forth
23| unless a different neaning is plainly required by the context:
24 (24) "Average final conpensation" neans the average of
25| the 3 5 highest fiscal years of conpensation for creditable
26 | service prior to retirenent, termnation, or death. For
27 | in-line-of-duty disability benefits, if less than 3 5 years of
28 | creditabl e service have been conpleted, the term "average
29 | final conpensation" neans the average annual conpensation of
30| the total nunber of years of creditable service. Each year
31
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used in the calculation of average final conpensation shal
commence on July 1.

(a) The average final conpensation shall include:

1. Accunul ated annual | eave paynents, not to exceed
500 hours; and

2. Al paynents defined as conpensation in subsection
(22).

(b) The average final conpensation shall not i nclude:

1. Conpensation paid to professional persons for
special or particular services;

2. Paynents for accunul ated sick | eave made due to
retirenent or termnation;

3. Paynents for accunul ated annual |eave in excess of
500 hours;

4. Bonuses as defined in subsection (47);

5. Third party paynents nmade on and after July 1,
1990; or

6. Fringe benefits (for exanple, autonobile all owances
or housing al |l owances).

Section 2. FEffective July 1, 2002, for the purposes of

funding the 3-year average final conpensation benefit change,

the contribution rate for the bel ow-naned cl asses of the

Florida Retirement Systemshall be increased, as foll ows:

(a) The contribution rate that applies to the Regul ar

Class of the Florida Retirenent System shall be increased by

1. 06 percentage points.

(b) The contribution rate that applies to the Special

Risk Class of the Florida Retirenent System shall be increased

by 2.14 percentage points.
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1 (c) The contribution rate that applies to the Special
2| Risk Adm nistrative Support Class of the Florida Retirenent

3| System shall be increased by 1.67 percentage points.

4 (d) The contribution rate that applies to the Judici al
5| subclass of the Elected Oficers' Cass of the Florida

6 | Retirenent Systemshall increase by 1.87 percentage points.

7 (e) The contribution rate that applies to the

8| legislative-attorney-Cabi net subclass of the Elected Oficers
9] dass of the Florida Retirenent Cl ass shall be increased by
10| 1. 79 percentage points.

11 (f) The contribution rate that applies to the County
12 | Oficers' subclass of the Elected Oficers' dass of the

13| Florida Retirenent Systemshall be increased by 1.66

14 | percentage points.

15 (g) The contribution rate that applies to the Senior
16 | Managenent Service Class of the Florida Retirenent System

17 | shall be increased by 1.45 percentage points.

18

19 | These increases shall be in addition to all changes to such
20| contribution rates which may be enacted into | aw to take
21| effect on that date. The Division of Statutory Revision is
22 | directed to adjust the contribution rates set forth in
23 | sections 122.052, 121.055, and 121.071, Florida Statutes.
24 Section 3. Subsection (1) of section 121.091, Florida
25| Statutes, is anended to read:
26 121. 091 Benefits payabl e under the system--Benefits
27 | may not be paid under this section unless the nenber has
28 | term nated enploynent as provided in s. 121.021(39)(a) or
29 | begun participation in the Deferred Retirement Option Program
30| as provided in subsection (13), and a proper application has
31| been filed in the nanner prescribed by the departnent. The
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1| departnent may cancel an application for retirenent benefits

2 | when the nenber or beneficiary fails to tinely provide the

3| information and docunents required by this chapter and the

4 | departnent's rules. The departnent shall adopt rules

5| establishing procedures for application for retirenent

6 | benefits and for the cancellation of such application when the
7| required information or docunents are not received.

8 (1) NORMAL RETI REMENT BENEFI T.--Upon attaining his or
9| her normal retirenent date, the nenber, upon application to

10| the adnministrator, shall receive a nonthly benefit which shal
11| begin to accrue on the first day of the nonth of retirenent

12 | and be payable on the last day of that nonth and each nonth

13 | thereafter during his or her lifetinme. The normal retirenent
14 | benefit, including any past or additional retirenent credit,
15| may not exceed 100 percent of the average final conpensation
16 | The anount of nonthly benefit shall be calculated as the

17 | product of A and B, subject to the adjustnent of C, if

18 | applicable, as set forth bel ow

19 (a)1. For creditable years of Regular Cass service, A
20| is 1.60 percent of the nmenber's average final conpensation, up
21| to the nenber's nornmal retirenent date. Upon conpletion of the
22 | first year after the normal retirenent date, Ais 1.63 percent
23| of the nenber's average final conpensation. Follow ng the

24 | second year after the normal retirenent date, Ais 1.65

25 | percent of the nenber's average final conpensation. Follow ng
26 | the third year after the normal retirenent date, and for

27 | subsequent years, Ais 1.68 percent of the nenber's average

28 | final conpensation

29 2. For creditable years of special risk service, Ais:
30

31
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1 a. Two percent of the nenber's average fina

2 | conpensation for all creditable years prior to Cctober 1,

3| 1974;

4 b. Three percent of the nenber's average fina

5| conpensation for all creditable years after Septenber 30,

6| 1974, and before Cctober 1, 1978;

7 c. Two percent of the nenber's average fina

8 | conpensation for all creditable years after Septenber 30,

9] 1978, and before January 1, 1989;

10 d. Two and two-tenths percent of the nenber's fina

11 | nonthly conpensation for all creditable years after Decenber
12| 31, 1988, and before January 1, 1990;

13 e. Two and four-tenths percent of the nenber's average
14 | final conpensation for all creditable years after Decenber 31
15 ] 1989, and before January 1, 1991

16 f. Two and six-tenths percent of the nenber's average
17 | final conpensation for all creditable years after Decenber 31
18 | 1990, and before January 1, 1992;

19 g. Two and eight-tenths percent of the nenber's

20 | average final conpensation for all creditable years after

21 | Decenber 31, 1991, and before January 1, 1993;

22 h. Three percent of the nenber's average fina

23 | conpensation for all creditable years after Decenber 31, 1992;
24 | and

25 i. Three percent of the nenber's average fina

26 | conpensation for all creditable years of service after

27 | Septenber 30, 1978, and before January 1, 1993, for any

28 | special risk nmenber who retires after July 1, 2000, or any

29 | menber of the Special Risk Administrative Support C ass

30| entitled to retain the special risk nornmal retirenent date who
31| was a nenber of the Special Risk Class during the tine period
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and who retires after July 1, 2000. The provisions of this

sub- subpar agraph shall extend also to those nenbers with

creditable service in these classes who have served between

t hese dates and who have retired, are participants in the

deferred retirenment option program or have term nated

enpl oynent with vested rights before July 1, 2000.

3. For creditable years of Senior Managenent Service
O ass service after January 31, 1987, Ais 2 percent;

4. For creditable years of Elected Oficers' dass
service as a Suprene Court Justice, district court of appeal
judge, circuit judge, or county court judge, Ais 3 1/3
percent of the nenber's average final conpensation, and for
all other creditable service in such class, Ais 3 percent of
average final conpensation;

(b) B is the nunber of the nmenber's years and any
fractional part of a year of creditable service earned
subsequent to Novenber 30, 1970; and

(c) Cis the normal retirenent benefit credit brought
forward as of Novenber 30, 1970, by a fornmer nenber of an
exi sting system Such normal retirement benefit credit shal
be deternined as the product of X and Y when X is the
percent age of average final conpensation which the nenber
woul d have been eligible to receive if the nenber had attai ned
his or her nornal retirenent date as of Novenber 30, 1970, al
in accordance with the existing systemunder which the nenber
is covered on Novenber 30, 1970, and Y is average fina
conpensation as defined in s. 121.021(25). However, any
nmenber of an existing retirement systemwho is eligible to
retire and who does retire, becone disabled, or die prior to
April 15, 1971, may have his or her retirenent benefits
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cal cul ated on the basis of the best 5 of the |ast 10 years of
servi ce.

(d) A nenber's average final conpensation shall be
determ ned by forrmula to obtain the coverage for the 5 highest
fiscal years' salaries, calculated as provided by rule.

Section 4. It is the intent of the Legislature that

the costs attributable to increases in the repurchase of

retirenent accrual rates for retired and inactive nenbers of
the Special Ri sk Oass from Cctober 1978 t hrough Decenber 1992
shall be funded by recognition of a level |unp sumof $740

mllion, anortized over 5 years in equal annual paynents, from

the excess actuarial assets of the Florida Retirenent System

Trust Fund. |f, after recognition of the excess actuari al

assets, there renmmins an unfunded actuarial liability

attributable to the increase in the retirenent accrual rates,

the payroll contribution rate for the Special Risk Cass shal

be increased by .60 percentage points, effective July 1, 2001

unl ess the Legi sl ature provides an alternative fundi ng

nechani sm
Section 5. The Legislature finds that a proper and

legitinmate state purpose is served when enpl oyees and retirees

of the state and its political subdivisions and the

dependents, survivors, and beneficiaries of such enpl oyees and

retirees are extended the basic protections afforded by

governnental retirenment systens that provide fair and adequate

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

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

declares that this act fulfills an inportant state interest.
Section 6. This act shall take effect July 1, 2001.
7
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR

2 SB 2

3

4| The Conmittee Substitute provi des enpl oyer Payrol
contribution rate increases for funding of the three-year

5| average final conpensation benefit increase and adds the
proviSions of SB 234 to the bill. SB 234 in its anended form

6| retroactively repurchases retirenent credit for retired
nmenbers of the Special R sk Class of the Florida Retirenment

7| System for a period of service when that credit was val ued at
a’ reduced rate. The repurchase is itself funded from avail abl e

8| retirenent surplus funds or, if insufficient, a payroll cost

9 i ncrease of .60 percentage points.
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