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SENATE AMENDMVENT
Bill No. CS for SB 590
Anmendnment No. Bar code 210322

CHAMBER ACTI ON
Senat e House

Senator Garcia noved the followi ng amendnent:

Senate Amendment (with title amendment)
Del ete everything after the enacting cl ause

and insert:

Section 1. Part |1l of chapter 121, Florida Statutes,
consisting of sections 121.70, 121.71, 121.72, 121.73, 121.74,
121. 75, 121.76, 121.77, and 121.78, Florida Statutes, is
created to read

Part 111

Florida Retirement System Contribution Rates

121.70 Legislative purpose and intent. --

(1) This part provides for a uniformsystemfor

fundi ng benefits provided under the Florida Retirenent System

defined benefit program established under part | of this

chapter (referred to in this part as the defined benefit

progran) and under the Public Enpl oyee Optional Retirenent

Program establi shed under part Il of this chapter (referred to
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Bill No. CS for SB 590
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in this part as the optional retirenent program). The

Legi sl ature recogni zes and declares that the Florida

Retirenent Systemis a single retirenent system consisting of

two retirenent plans and ot her nonintegrated prograns.

Enpl oyers participating in the Florida Retirenent System

collectively shall be responsible for making contributions to

support the benefits afforded under both plans. As provided in

this part, enployers participating in the Florida Retirenent

System shall make contributi ons based upon uniform

contribution rates deternined as a percentage of the tota

payroll for each class or subclass of Florida Retirenent

System nenbership, irrespective of which retirenent plan

i ndi vi dual enpl oyees may elect. This shall be known as a

uni formor blended contribution rate system

(2) In establishing a uniformcontribution rate

system it is the intent of the Legislature to:

(a) Provide greater stability and certainty in

financial planning and budgeting for Florida Retirenent System

enpl oyers by elininating the fiscal instability that woul d be

caused by dual rates coupled with enpl oyee-sel ected pl an

partici pation;

(b) Provide greater fiscal equity and uniformty for

system enpl oyers by effectively distributing the financial

burden and benefit of short-termsystemdeficits and

sur pl uses, respectively, in proportion to total system

payroll; and

(c) Allow enployees to make their retirenent plan

sel ection decisions free of circunstances that nay cause

enpl oyers to favor one plan choice over another

121.71 Uniformrates; process; calculations; |evy.--

(1) In conducting the systemactuarial study required
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under s. 121.031, the actuary shall follow all requirenents

specified thereunder to deternine, by Florida Retirenent

Syst em enpl oyee nenbership class, the dollar contribution

anounts necessary for the forthconing fiscal year for the

defined benefit program |n addition, the actuary shal

determine, by Florida Retirenent System nenbership class,

based on an estimate for the forthconming fiscal year of the

gross conpensation of enpl oyees participating in the optiona

retirenent program the dollar contribution anbunts necessary

to nake the allocations required under ss. 121.72 and 121.73.

For each enpl oyee nmenbership class and subcl ass, the actuari al

study shall establish a uniformrate necessary to fund the

benefit obligations under both Florida Retirenent System

retirenent plans, by dividing the sumof total dollars

required by the estimted gross conpensation of nenbers in

bot h pl ans.
(2) Based on the uniformrates set forth in subsection

(3), enployers shall nmake nonthly contributions to the

Division of Retirenent, which shall initially deposit the

funds into the Florida Retirenent System Contri butions

Cearing Trust Fund. A change in a contribution rate is

effective the first day of the nonth for which a full nonth's

enpl oyer contribution nay be nade on or after the begi nning

date of the change.

(3) Required enpl oyer retirenent contribution rates

for each nenbership class and subclass of the Florida

Retirenment Systemfor both retirenent plans are as foll ows

Rates effective July 1, 2002, reflect an offset to nornal

enpl oyer costs of $1, 237,000,000, resulting fromrecognition

and usage of current avail abl e excess assets of the Florida

Retirenment System Trust Fund as determ ned pursuant to s.
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121.031. Contribution rates that becone effective July 1,
2003, reflect normal system costs.

Per cent age of Per cent age of
& oss G oss
Conpensati on, Conpensati on,
Ef fective Ef fective

Menber ship d ass July 1, 2002 July 1, 2003
Regul ar Cd ass 4. 50% 9.87%
Speci al Ri sk d ass 14. 75% 22. 89%
Speci al Ri sk Administrative

Support C ass 5.30% 12. 58%
Elected Oficers' Oass -

Legi sl ators, Governor,

Lt. Governor,

Cabi net O ficers,

State Attorneys,

Publ i ¢ Def enders 8. 15% 15. 43%
El ected Oficers' Oass -

Justices, Judges 14. 60% 20.54%
El ected Oficers' Oass -

County Elected Oficers 10. 60% 17.52%
Seni or Managenent Service C ass 4. 80% 11. 68%
DROP 8. 00% 11. 56%

121.72 Allocations to optional retirenent program

partici pant accounts; percentage anounts. --

(1) The allocations established in subsection (4)

shall fund retirenment benefits under the optional retirenent

program and shall be transferred nonthly by the Division of

Retirenment fromthe Florida Retirenent System Contri butions

4
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Clearing Trust Fund to the third-party adm nistrator for

deposit in each participating enpl oyee's individual account

based on the nenbership class of the participant.

(2) The allocations are stated as a percentage of each

optional retirement program participant's gross conpensati on

for the calendar nonth. A change in a contribution percentage

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

nonth' s enpl oyer contribution may be nade on or after the

begi nni ng date of the change. Contribution percentages may be

nodi fi ed by general |aw.

(3) Enployer and participant contributions to

partici pant accounts shall be accounted for separately.

Participant contributions may be made only if expressly

authorized by law. Interest and investnent earnings on

contributions shall accrue on a tax-deferred basis unti

proceeds are distributed.
(4) Effective July 1, 2002, allocations fromthe
Florida Retirement System Contributions Clearing Trust Fund to

optional retirenment program partici pant accounts shall be as

foll ows:

Menber ship d ass Per cent age of G oss
Conpensati on

Regul ar Cd ass 9. 00%

Speci al Ri sk d ass 20. 00%

Special Ri sk Administrative Support C ass 11. 35%

El ected O ficers' d ass -

Legi sl ators, Governor

Lt. Governor, Cabinet Oficers,

State Attorneys, Public Defenders 13. 40%
El ected Oficers' Oass -
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Justices, Judges 18. 90%
Elected Oficers' Cass -

County Elected Oficers 16. 20%
Seni or Managenent Service C ass 10. 95%

121.73 Allocations for optional retirenent program

partici pant disability coverage; percentage anmounts. --

(1) The allocations established in subsection (3)

shal|l be used to provide disability coverage for participants

in the optional retirenent program and shall be transferred

nonthly by the Division of Retirenent fromthe Florida

Retirenment System Contributions Cearing Trust Fund to the

disability account of the Florida Retirenent System Trust
Fund.

(2) The allocations are stated as a percentage of each

optional retirement program participant's gross conpensati on

for the calendar nonth. A change in a contribution percentage

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

nonth' s enpl oyer contribution may be nade on or after the

begi nning date of the change. Contribution percentages may be

nodi fi ed by general |aw.
(3) Effective July 1, 2002, allocations fromthe FRS
Contribution Cearing Fund to provide disability coverage for

participants in the optional retirenent program and to offset

the costs of administering said coverage, shall be as foll ows:

Menber ship d ass Per cent age of G oss
Conpensati on
Regul ar d ass 0. 25%
Speci al Ri sk d ass 1.33%
Special Ri sk Administrative Support C ass 0. 45%
6
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El ected Oficers dass -

Legi sl ators, Governor
Lt. Governor, Cabinet Oficers,

State Attorneys, Public Defenders 0.41%
El ected Oficers' Oass -

Justices, Judges 0.73%
El ected Oficers' Oass -

County El ected Oficers 0.41%
Seni or Managenent Service C ass 0. 26%

121.74 Adm nistrative and educati ona

expenses. --Effective July 1, 2002, in addition to

contributions required under s. 121.71, enpl oyers

participating in the Florida Retirenent System shal

contribute an amount equal to 0.15 percent of the payrol

reported for each class or subclass of Florida Retirenent

Syst em nenber shi p, which anpbunt shall be transferred by the

Division of Retirement fromthe Florida Retirenent System

Contribution Clearing Trust Fund to the State Board of

Adnministration's Adm nistrative Trust Fund to offset the costs

of adm nistering the optional retirement programand the costs

of providing educational services to participants in the

defined benefit program and the optional retirenent program

Approval of the Trustees of the State Board of Adninistration

is required prior to the expenditure of these funds. Paynents

for third-party adninistrative or educati onal expenses shal

be made only pursuant to the ternms of the approved contracts

for such services.

121.75 Allocation for defined benefit program--After

nmaki ng the transfers required pursuant to ss. 121.71, 121.72,
121.73, and 121.74, the nonthly bal ance of funds in the

7
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Florida Retirement System Contributions Cearing Trust Fund

shall be transferred to the Florida Retirenent System Trust

Fund to pay the costs of providing defined benefit program

benefits and plan adm ni strative costs under the defined

benefit program

121.76 Contributions for social security and for

retiree health insurance subsidy.--Contributions required

under this part shall be nmade or deducted, as may be

appropriate, for each pay period and are in addition to

enpl oyer and nmenber contributions required for social security

and the Retiree Health | nsurance Subsidy Trust Fund as

provided under parts | and Il of this chapter

121.77 Deductions from partici pant accounts. --The

State Board of Administration may authorize the third-party

admi ni strator to deduct reasonable fees and apply appropriate

charges to optional retirenment program partici pant accounts.

In no event shall administrative and educati onal expenses

exceed the portion of enpl oyer contributions earnarked for

such expenses under this part, except for reasonabl e

admi ni strative charges assessed agai nst partici pant accounts

of persons for whom no enpl oyer contributions are made during

the cal endar quarter. Investnent nmanagenent fees shall be

deducted from partici pant accounts, pursuant to the terns of

the contract between the provider and the board.

121.78 Paynent and distribution of contributions.--

(1) Contributions nmade pursuant to this part shall be

paid by the enployer to the Division of Retirenent by

el ectronic funds transfer no later than the 5th worki ng day of

the nmonth immediately following the nonth during which the

payrol|l period ended. Acconpanying payroll data nust be

transmtted to the Division concurrent wth the
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contributi ons.
(2) The division, the State Board of Adninistration,
and the third-party adninistrator, as applicable, shall ensure

that the contributions are distributed to the appropriate

trust funds or participant accounts in a tinely manner

(3)(a) Enployer contributions and acconpanyi ng payr ol

data received after the 5th working day of the nonth shall be

considered |late. The enpl oyer shall be assessed by the

Division a penalty of 1 percent of the contributions due for

each cal endar nonth or part thereof that the contributions or

acconpanyi ng payroll data are late. Proceeds fromthe

1-percent assessnent against contributions nmade on behal f of

partici pants of the defined benefit program shall be deposited

in the Florida Retirenent System Trust Fund, and proceeds from

the 1-percent assessnent agai nst contributions nmade on behal f

of participants of the optional retirenment programshall be

transferred to the third party adnministrator for deposit into

partici pant accounts, as provided in paragraph (b).

(b) If contributions made by an enpl oyer on behal f of

partici pants of the optional retirenent program or

acconpanyi ng payroll data are not received within the cal endar

nonth they are due and if that delinguency results in narket

| osses to participants, the enployer shall rei nburse each

participant's account for market | osses resulting fromthe

|ate contributions. The third-party adnministrator, hired by
the board pursuant to s. 121.4501(8), shall calculate the
mar ket | osses for each affected partici pant. \Wen

contributions nade on behal f of participants of the optiona

retirenent program or acconpanying payroll data are not

received within the cal endar nonth due, the enpl oyer shal

al so pay the cost of the third-party adnmnistrator's
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cal cul ation and reconciliation adjustnents resulting fromthe

|ate contributions. The third-party adninistrator shall notify

the enpl oyer of the results of the cal culations and the total

anmount due fromthe enployer for such |osses and the costs of

cal cul ation and reconciliation. The enployer shall renmt to

the Division the anount due within 10 worki ng days after the

date of the penalty notice sent by the Division. The Division

shal|l transfer said anount to the third-party adm ni strator

who shall deposit proceeds fromthe 1-percent assessnent and

fromindividual nmarket |osses into participant accounts, as

appropriate. The board is authorized to adopt rules to

i npl erent the provisions regarding late contributions, late

subm ssion of payroll data, the process for reinbursing

partici pant accounts for resultant narket |osses, and the

penalties charged to the enpl oyers.

(c) Delinquency fees may be wai ved by the division

with regard to defined benefit programcontributions, and by

the State Board of Administration, with regard to optional

retirenent programcontributions, only when, in the opinion of

the division or the board, as appropriate, exceptiona

ci rcunst ances beyond the enpl oyer's control prevented

remttance by the prescribed due date notw thstanding the

enpl oyer's good faith efforts to effect delivery. Such a

wai ver of delinquency may be granted an enpl oyer only one tine

each state fiscal year.

Section 2. Subsection (7) of section 121.052, Florida
Statutes, is anended to read:

121. 052 Menbership class of elected officers.--

(7) CONTRI BUTI ONS. - -

(a) The following table states the required retirenent

contribution rates for nenbers of the Elected Oficers' C ass

10
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and their enployers in terns of a percentage of the nenber's
gross conpensation. A change in a contribution rate is
effective with the first salary paid on or after the beginning
date of the change. Contributions shall be nade or deducted as
may be appropriate for each pay period and are in addition to
the contributions required for social security and the Retiree
Heal th | nsurance Subsidy Trust Fund.

Dates of Contribution

Rat e Changes Menber s Enpl oyers
1. EfHfeetive July 1,
2001, through June 30, 2002

Legi sl ators 0% 15. 14%
Governor, Lt. Governor, Cabinet

Oficers 0% 15. 14%
State Attorneys, Public Defenders 0% 15. 14%
Justices, Judges 0% 20.61%
County Elected Oficers 0% 17. 61%

2. Effective July 1, 2002, the required retirenent
contribution rates shall be specified ins. 121.71

(b) The enpl oyer paying the salary of a nenber of the
El ected Oficers' Cass shall contribute an anpbunt as
specified in this subsection or s. 121.71, as appropriate,

whi ch shall constitute the entire enployer retirenent
contribution with respect to such nenber. The enpl oyer shal
al so withhol d one-half of the entire contribution of the
nmenber required for social security coverage.

(c) The following table states the required enpl oyer
contribution on behalf of each menber of the Elected Oficers
Class in terns of a percentage of the nenber's gross

11
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conpensation. Such contribution constitutes the entire health
i nsurance subsidy contribution with respect to each such the
nmenber. A change in the contribution rate is effective with
the first salary paid on or after the begi nning date of the
change. The retiree health insurance subsidy contribution rate
is as foll ows:

Dates of Contribution Contri bution
Rat e Changes Rat e
Cctober 1, 1987, through Decenber 31, 1988 0.24%
January 1, 1989, through Decenber 31, 1993 0.48%
January 1, 1994, through Decenber 31, 1994 0.56%
January 1, 1995, through June 30, 1998 0. 66%
July 1, 1998, through June 30, 2001 0.94%
Ef fective July 1, 2001 1.11%

Such contributions shall be deposited by the adninistrator in
the Retiree Health | nsurance Subsidy Trust Fund.

Section 3. Subsection (3) of section 121.055, Florida
Statutes, is anended to read:

121. 055 Seni or Managenent Service Class.--There is
hereby established a separate class of nenbership within the
Florida Retirement Systemto be known as the "Senior
Managenent Service Class," which shall becone effective
February 1, 1987.

(3)(a) The following table states the required
retirement contribution rates for nmenbers of the Senior
Managenent Service Class and their enployers in terns of a
percent age of the nenber's gross conpensation. A change in the
contribution rate is effective with the first salary paid on

12
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or after the beginning date of the change. Contributions
shal |l be made for each pay period and are in addition to the
contributions required for social security and the Retiree
Heal th | nsurance Subsidy Trust Fund.

Dates of Contribution
Rat e Changes Menber s Enpl oyers
1. Effeetive July 1, 0% 11. 73%
2001, through June 30, 2002
2. Effective July 1, 2002, the required retirenent

contribution rate shall be as specified ins. 121.71

(b) The enployer paying the salary of a nenber of the
Seni or Managenent Service Cass shall contribute an anpbunt as
specified in this section or s. 121.71, as appropriate, which

shal|l constitute the entire enployer retirenent contribution
Wi th respect to such nenber. The enployer shall also withhold
one-half of the entire contribution of the nenber required for
soci al security coverage

(c) The following table states the required enpl oyer
contribution on behalf of each nenber of the Senior Managenent
Service Class in terns of a percentage of the nenber's gross
conpensation. Such contribution constitutes the entire health
i nsurance subsidy contribution with respect to each such the
nmenber. A change in the contribution rate is effective with
the first salary paid on or after the beginning date of the
change. The retiree health insurance subsidy contribution
rate is as foll ows:

Dat es of Contri bution Contri bution
Rat e Changes Rat e

13
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Cctober 1, 1987, through Decenber 31, 1988 0.24%
January 1, 1989, through Decenber 31, 1993 0.48%
January 1, 1994, through Decenber 31, 1994 0.56%
January 1, 1995, through June 30, 1998 0. 66%
July 1, 1998, through June 30, 2001 0.94%
Ef fective July 1, 2001 1.11%

Such contributions shall be deposited by the adninistrator in
the Retiree Health | nsurance Subsidy Trust Fund.

Section 4. Subsections (1), (2), (3), (4), and (5) of
section 121.071, Florida Statutes, are anended to read:

121.071 Contributions.--Contributions to the system
shall be rmade as foll ows:

(1) The following tables state the required retirenent
contribution rates for nenbers of the Regular O ass, Special
Ri sk Cl ass, or Special Risk Administrative Support O ass and
their enployers in terns of a percentage of the nenber's gross
conpensation. A change in a contribution rate is effective
with the first salary paid on or after the begi nning date of
the change. Contributions shall be nmade or deducted as nay be
appropriate for each pay period and are in addition to the
contributions required for social security and the Retiree
Heal th | nsurance Subsidy Trust Fund.

(a)l. Retirement contributions for regular nenbers are
as follows:

Dat es of Contri bution

Rat e Changes Menber s Enpl oyers
EfHfeet+ve July 1, 2001,
t hrough June 30, 2002 0% 9.91%
2. Effective July 1, 2002, the retirenent
14
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contributions for regul ar nenbers shall be specified in s.
121.71.

(b)1. Retirement contributions for special risk
nmenbers are as foll ows:

Dat es of Contri bution

Rat e Changes Menber s Enpl oyers
Efeetive July 1,
2001, through June 30, 2002 0% 22.07%

2. Effective July 1, 2002, retirenent contributions

for special risk nenbers shall be specified ins. 121.71

(c)1l. Retirement contributions for special risk
admi ni strative support nenbers are as foll ows:

Dates of Contribution
Rat e Changes Menber s Enpl oyers
Efeetive July 1, 2001, through 0% 12.55%
June 30, 2002
2. Effective July 1, 2002, retirenent contributions

for special risk adm nistrative support nenbers shall be
specified ins. 121.71

(2)(a) Effective January 1, 1975, or Cctober 1, 1975,
as applicable, each enployer shall acconplish the rnereased
contribution required by subsection (1) by a procedure in
whi ch no enpl oyee's gross salary shall be reduced.

(b) Upon termination of enploynent for any reason
other than retirenent, a nenber shall be entitled to a ful
refund of the contributions he or she has nade prior or

15
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subsequent to participation in the noncontributory plan
subject to the restrictions otherwise provided in this
chapter.

(3) The enployer paying the salary of a nenber shal
contribute an amount as specified in this section or s.

121.71, as appropriate, which shall constitute the entire

enpl oyer retirement contribution with respect to such nenber
The enpl oyer shall also withhold one-half of the entire
contribution of the nenber required for social security
coverage. Contributions for social security by each nenber
and each enpl oyer, in the anount required for social security
coverage as now or hereafter provided by the federal Soci al
Security Act, shall be in addition to contributions specified
in subsection (1).

(4) The following table states the required enpl oyer
contribution on behalf of each nenber of the Regular C ass,
Special Ri sk Class, or Special R sk Admi nistrative Support
Class in terns of a percentage of the nenber's gross
conpensation. Such contribution constitutes the entire health
i nsurance subsidy contribution with respect to each such the
nmenber. A change in the contribution rate is effective with
the first salary paid on or after the beginning date of the
change. The retiree health insurance subsidy contribution rate
is as foll ows:

Dates of Contribution Contri bution
Rat e Changes Rat e
Cctober 1, 1987, through Decenber 31, 1988 0.24%
January 1, 1989, through Decenber 31, 1993 0.48%
January 1, 1994, through Decenber 31, 1994 0.56%
January 1, 1995, through June 30, 1998 0. 66%
16
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July 1, 1998, through June 30, 2001 0.94%
Ef fective July 1, 2001 1.11%

Such contributions shall be deposited by the adninistrator in
the Retiree Health | nsurance Subsidy Trust Fund.

(5) Contributions made in accordance with subsections
(1), (2), (3), and (4), and s. 121.71 shall be paid by the
enpl oyer into the systemtrust funds in accordance with rul es

adopted by the adm nistrator pursuant to chapter 120. Sueh
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Section 5. Effective July 1, 2002, paragraph (i) of
subsection (13) of section 121.091, Florida Statutes, is
anended to read:

121. 091 Benefits payabl e under the system--Benefits
may not be paid under this section unless the nenber has
ternm nated enpl oynent as provided in s. 121.021(39)(a) or
begun participation in the Deferred Retirenent Option Program
as provided in subsection (13), and a proper application has
been filed in the manner prescribed by the departnment. The
departnment may cancel an application for retirenent benefits
when the nenber or beneficiary fails to tinely provide the
i nformati on and docunents required by this chapter and the
departnment's rul es. The departnent shall adopt rul es
establ i shing procedures for application for retirenent
benefits and for the cancellation of such application when the
required informati on or docunents are not received.

(13) DEFERRED RETI REMENT OPTI ON PROGRAM - - I n gener al

18
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and subject to the provisions of this section, the Deferred
Retirenment Option Program hereinafter referred to as the
DROP, is a program under which an eligible nmenber of the
Florida Retirenment Systemnay elect to participate, deferring
recei pt of retirenment benefits while continuing enpl oynent
with his or her Florida Retirenent System enployer. The
deferred nonthly benefits shall accrue in the System Trust
Fund on behal f of the participant, plus interest conpounded
mont hly, for the specified period of the DROP participation
as provided in paragraph (c). Upon term nation of enploynent,
the participant shall receive the total DROP benefits and
begin to receive the previously determ ned normal retirenent
benefits. Participation in the DROP does not guarantee

enpl oynent for the specified period of DROP

(i) Contributions.--

1. Al enployers paying the salary of a DROP
participant filling a regularly established position shal
contribute 8.0 56 percent of such participant's gross
conpensation for the period of July 1, 2002, through June 30,

2003, and 11.56 percent of such conpensation thereafter, which

shal|l constitute the entire enpl oyer DROP contribution with
respect to such participant. Such contributions, payable to
the System Trust Fund in the sanme nanner as required in s.
121. 071, shall be nade as appropriate for each pay period and
are in addition to contributions required for social security
and the Retiree Health I nsurance Subsidy Trust Fund. Such
enpl oyer, social security, and health insurance subsidy
contributions are not included in the DROP

2. The enployer shall, in addition to subparagraph 1.
al so withhold one-half of the entire social security
contribution required for the participant. Contributions for

19
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soci al security by each participant and each enpl oyer, in the
anmount required for social security coverage as now or
hereafter provided by the federal Social Security Act, shal
be in addition to contributions specified in subparagraph 1

3. Al enployers paying the salary of a DROP
participant filling a regularly established position shal
contribute the percent of such participant's gross
conpensation required in s. 121.071(4), which shall constitute
the enployer's health insurance subsidy contribution with
respect to such participant. Such contributions shall be
deposited by the administrator in the Retiree Health I nsurance
Subsi dy Trust Fund.

Section 6. Subsections (1), (5), and (15) of section
121. 4501, Florida Statutes, is anended to read:

121. 4501 Public Enpl oyee Optional Retirenent
Program - -

(1) The Trustees of the State Board of Administration
shal | establish an optional defined contribution retirenent
program for nenbers of the Florida Retirenent System under
which retirement benefits will be provided for eligible
enpl oyees who elect to participate in the program The
benefits to be provided for or on behalf of participants in
such optional retirenent program shall be provided through
enpl oyee-directed investnents, in accordance with s. 401(a) of
the Internal Revenue Code and its related regul ations. The
enmpl oyers shall contribute, as provided in this section s.
121.71,and s. 121.571, to the Public Enpl oyee Optional
Retirenment Program Trust Fund toward the funding of such
optional benefits.

(5) CONTRI BUTI ONS. - -

(a) Each enpl oyer shall contribute on behalf of each

20
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participant in the Public Enpl oyee Optional Retirenent

Program as provided in part IIl of this chapter an—ampunt

as—set—forth—+n—s—12%+57t. The state board, acting as plan
fiduciary, shall ensure that all plan assets are held in a
trust, pursuant to s. 401 of the Internal Revenue Code. Fhe

the—third—party—admntstrator—The fiduciary shall ensure that
said contributions are allocated as foll ows:

1. The portion earmarked for participant accounts
shal |l be used to purchase interests in the appropriate
i nvestnent vehicles for the accounts of each participant as
specified by the participant, or in accordance w th paragraph
(4) (d).

2. The portion earmarked for adm nistrative and
educati onal expenses shall be transferred to the board.

3. The portion earmarked for disability benefits shal
be transferred to the departnent.

(b) Enployers are responsible for notifying
partici pants regardi ng nmaxi nrumcontribution |evels pernitted
under the Internal Revenue Code. If a participant contributes
to any other tax-deferred plan, he or she is responsible for
ensuring that total contributions made to the optional program
and to any other such plan do not exceed federally pernitted
maxi mumns.

(15) STATEMENT OF FI DUCI ARY STANDARDS AND
RESPONSI BI LI TI ES. - -

(a) Investnent of optional defined contribution
retirenent plan assets shall be nmade for the sole interest and
excl usi ve purpose of providing benefits to plan participants
and beneficiaries and defraying reasonabl e expenses of

21
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adm ni stering the plan. The program s assets are to be
i nvested, on behalf of the program participants, with the
care, skill, and diligence that a prudent person acting in a
i ke manner woul d undertake. The perfornmance of the investnent
duties set forth in this paragraph shall conply with the
fiduciary standards set forth in the Enpl oyee Retirenent
I ncone Security Act of 1974 at 29 U S.C. s. 1104(a)(1)(A-(O.
In case of conflict with other provisions of |aw authorizing
i nvestnents, the investnment and fiduciary standards set forth
in this subsection shall prevail

(b) If a participant or beneficiary of the Public
Enpl oyee Optional Retirenent Program exercises control over
the assets in his or her account, as deterni ned by reference
to regulations of the United States Departnent of Labor under
s. 404(c) of the Enployee Retirenent Incone Security Act of
1974 and all applicable | aws governing the operation of the
program no programfiduciary shall be liable for any loss to
a participant's or beneficiary's account which results from
such participant's or beneficiary's exercise of control

(c) Subparagraph (8)(b)4. and paragraph (15)(b)
i ncorporate the federal |aw concept of participant control

establ i shed by regulations of the U S. Departnent of Labor

under section 404(c) of the Enpl oyee Retirenent |ncone
Security Act of 1974 (ERISA). The purpose of this paragraph
is to assist enployers and the State Board of Adninistration

in maintaining conpliance with section 404(c), while avoiding

unnecessary costs and erodi ng partici pant benefits under the

Publ i c Enpl oyee Optional Retirenment Program Pursuant to 29
C.F.R s. 2550.404c-1(b)(2)(i)(B)(1)(viii), the State Board of
Adm nistration or its designated agents shall deliver to

partici pants of the Public Enpl oyee Optional Retirenent

22
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Program a copy of the prospectus nost recently provided to the

pl an, or shall provide such participants an opportunity to

obtain this information, except that:

1. The requirenent to deliver a prospectus shall be

deened to be satisfied by delivery of a fund profile that

contains the infornmation that would be included in a summry

prospectus as described by Rule 498 under the Securities Act
of 1933, 17 CF. R s. 230.498. When the transaction fees,
expense information or other information provided by a nutua

fund in the prospectus does not reflect terns negotiated by

the State Board of Administration or its designated agents,

the aforenentioned requirenent is deened to be satisfied by

delivery of a separate docunent described by Rule 498

substituting accurate i nformation; and

2. Delivery shall be deened to have been effected if

delivery is through electronic neans and the foll ow ng

standards are satisfied:

a. Electronically-delivered docunents are prepared and

provided consistent with style, format, and content

requi renments applicable to printed docunents;

b. Each participant is provided tinely and adequate

noti ce of the docunents that are to be delivered and their

si gni fi cance thereof, and of the participant's right to obtain

a paper copy of such docunents free of charge

c.(l) Participants have adequate access to the

el ectroni ¢ docunents, at |ocations such as their worksites or

public facilities, and have the ability to convert the

docunents to paper free of charge by the State Board of

Adm nistration, and the Board or its designated agents take

appropriate and reasonabl e neasures to ensure that the system

for furnishing electronic docunents results in actual receipt,

23
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(1'1) Participants have provided consent to receive

information in electronic fornat, which consent nay be

revoked; and

d. The State Board of Administration, or its

desi ghated agent, actually provi des paper copies of the

docunents free of charge, upon request.
Section 7. Section 121.571, Florida Statutes, is
anended to read:

Substantial rewording of Section. See

121.571, F.S., for present text.

121.571 Contributions.--Contributions to the Public
Enpl oyee Optional Retirenent Program shall be nade as foll ows:

(1) NONCONTRI BUTORY PLAN. - - Each enpl oyer shal
acconplish the contributions required by s. 121.71 by a

procedure in which no enployee's gross salary shall be

r educed.
(2) CONTRI BUTI ON RATES GENERALLY. --Contributions to
fund the retirenent and disability benefits provided under

this part shall be based on the uniformcontribution rates

established by s. 121.71 and on the nenbership class or

subcl ass of the participant. Such contributions shall be
all ocated as provided in ss. 121.72 and 121.73.

(3) CONTRI BUTI ONS FOR SOCI AL SECURI TY COVERAGE AND FOR
RETI REE HEALTH | NSURANCE SUBSI DY. -- Contri buti ons required
under this section shall be in addition to enpl oyer and nenber

contributions required for social security and the Retiree

Heal th | nsurance Subsidy Trust Fund as provided in ss.
112. 363, 121.052, 121.055, and 121.071, as appropriate.

Section 8. Section 11 of chapter 2001-235, Laws of
Fl orida, is anended to read:

24
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Section 11. It is the intent of the Legislature that
the costs attributable to the additional cost-of-living
increase for special risk retirees and Deferred Retirenent
Option Program participants as provided under section 2 shal
be funded by recognition of excess actuarial assets, anortized
over 30 years with the paynents assunmed to renain relatively
stabl e when expressed as a percentage of payroll. For fisca
year 2001-2002, the paynent shall be $9.3 nillion. For fisca
year 2002-2003, the paynent shall be$15.1$19 nmillion, and,
thereafter, paynents shall increase by 5 percent per year. |f

i nsufficient funds are available to fund this additional cost
t hrough recognition of excess actuarial assets in fiscal year
2002- 2003 and any year thereafter, and there renains an
unfunded actuarial liability attributable to the one-tine
cost-of-living increase provided under section 2, the payrol
contribution rate for the Special Ri sk Class of the Florida
Retirenment System shall be increased by .93 percent effective
July 1 of that year, unless the Legislature provides an
al ternative fundi ng nechani sm before that date.

Section 9. Section 23 of chapter 2000-169, Laws of
Florida, is hereby repeal ed

Section 10. The contribution rates proposed in this

act shall be in addition to all other changes to such

contribution rates which nmay be enacted into | aw to take

effect on July 1, 2002. The Division of Statutory Revision is

directed to adjust the contribution rates set forth herein

accordi ngly.

Section 11. The Legislature finds that a proper and

legitinate state purpose is served when enpl oyees, officers,

retirees of the state and its political subdivisions, and the

dependents, survivors, and beneficiaries of such enpl oyees,
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officers, and retirees, are extended the basic protections

af forded by governnental retirenent systens that provide fair

and adequate benefits and that are nmanaged, adm nistered, and

funded in an actuarially sound manner, as required by Section
14, Article X of the State Constitution and part VII of
chapter 112, Florida Statutes. Therefore, the Legislature

hereby determ nes and declares that the provisions of this act

fulfill an inportant state interest.

Section 12. Except as otherw se provided herein, this
act shall take effect June 30, 2002.

=—=============== T | T L E A MENDMENT ===============
And the title is anended as foll ows:
Del ete everything before the enacting clause

and insert:
Abill to be entitled

An act relating to the Florida Retirenent
System creating part Ill of chapter 121, F.S.
consisting of ss. 121.70, 121.71, 121.72,
121.73, 121.74, 121.75, 121.76, 121.77, 121.78,
F.S.; providing |legislative purpose and intent
to establish a uniformcontribution rate system
for the Florida Retirenment System providing
for establishnment of uniformrates; providing
al l ocations to Public Enployee Optional
Retirenment Program accounts; providing for
all ocations to provide disability coverage for
Publ i c Enpl oyee Optional Retirenent Program
partici pants; providing admnistrative and
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educati onal expenses; providing for transfer of
remai ni ng bal ance to Florida Retirenent System
Trust Fund to fund the benefit costs under the
Florida Retirenent System Pension Plan and
admi ni strative costs authorized under part | of
chapter 121, F.S.; providing for contributions
for Social Security and for the retiree health
i nsurance subsidy; granting the State Board of
Adm ni stration authority to allow the
third-party adnministrator to make deductions
frompartici pant accounts; providing for
payrment and distribution of contributions;
anendi ng ss. 121.052, 121.055, 121.071, and
121.571, F.S., to conformto the uniform
contribution rate system anending s. 121.091
F.S.; reducing contribution rates for DROP
payrol | ; anending s. 121.4501, F. S.; conform ng
references; providing guidance to assi st
enpl oyers and the State Board of Adninistration
in maintaining conpliance with section 404(c)
of ERISA; providing a directive to statute
editors; amending section 11 of chapter
2001-235, Laws of Florida, to revise annua
payment anount to cover the cost for the
speci al January 2002 benefit increase provided
for certain retirees and DROP parti ci pants;
repeal i ng section 23 of chapter 2000-169, Laws
of Florida, relating to contribution rate
i ncreases schedul ed to take effect on July 1,
2002, which are redundant; providing
| egislative intent regarding other rate
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changes; providing a declaration of

state i nterest;
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i mport ant

providing an effective date.
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