Florida Senate - 2004 CS for SB 1650

By the Cormittee on Appropriations; and Senator Wse

309-2160- 04
1 A bill to be entitled
2 An act relating to state financial matters;
3 anending s. 112.363, F.S.; providing that the
4 spouse at the tinme of a Florida Retirenent
5 System participant's death is considered the
6 beneficiary for purposes of the retiree health
7 i nsurance subsidy unless a different
8 beneficiary has been desi gnated; anendi ng s.
9 121.4501, F.S.; defining the term"retiree" for
10 pur poses of the Public Enployee Optional
11 Retirenment Program changi ng the dates for
12 el ection to participate in the program
13 prescribing the obligation of system enployers
14 to communi cate the existence of both retirenent
15 pl ans; anending s. 121.591, F.S.; providing for
16 cashing out de mninms accounts; anending s.
17 121.78, F.S.; providing the participant's
18 obligation to return excess contributions;
19 anending s. 215.47, F.S.; revising guidelines
20 for foreign obligations that are eligible for
21 state investnent; providing that expenditures
22 for acquisition for private equity or other
23 private investnent partnerships shall be
24 i ncl uded in the cost of the investnent;
25 anendi ng ss. 215.475, 215.5601, F.S.
26 redesi gnating i nvestnent plans as "investnent
27 policy statenents"; providing an effective
28 dat e.
29
30| Be It Enacted by the Legislature of the State of Florida:
31
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1 Section 1. Paragraph (e) of subsection (3) of section
2| 112.363, Florida Statutes, is anended to read:

3 112. 363 Retiree health insurance subsidy.--

4 (3) RETIREE HEALTH | NSURANCE SUBSI DY AMOUNT. - -

5 (e)1. Beginning July 1, 2001, each eligible retiree of
6 | the defined benefit programof the Florida Retirenent System
7] or, if the retiree is deceased, his or her beneficiary who is
8| receiving a nmonthly benefit fromsuch retiree's account and

9| who is a spouse, or a person who neets the definition of joint
10 | annuitant in s. 121.021(28), shall receive a nonthly retiree
11 | health insurance subsidy paynent equal to the nunber of years
12 | of creditable service, as defined in s. 121.021(17), conpleted
13| at the time of retirenment multiplied by $5; however, no

14 | eligible retiree or beneficiary nmay receive a subsidy paynent
15| of nore than $150 or less than $30. |If there are nmultiple

16 | beneficiaries, the total paynent nust not be greater than the
17 | paynent to which the retiree was entitled. The health

18 | i nsurance subsi dy anount payable to any person receiving the
19 | retiree health insurance subsidy paynent on July 1, 2001
20 | shall not be reduced solely by operation of this subparagraph
21 2. Beginning July 1, 2002, each eligible participant
22 | of the Public Enployee Optional Retirenent Program of the
23| Florida Retirenent System who has nmet the requirenents of this
24 | section, or, if the participant is deceased, his or her spouse
25| who is the participant's designated beneficiary, shall receive
26 | a nonthly retiree health i nsurance subsidy paynent equal to
27 | the nunber of years of creditable service, as provided in this
28 | subparagraph, conpleted at the tine of retirenent, nultiplied
29 | by $5; however, no eligible retiree or beneficiary may receive
30 | a subsidy paynment of nore than $150 or |ess than $30. For
31| purposes of determining a participant's creditable service
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used to calculate the health insurance subsidy, a
participant's years of service credit or fraction thereof
shal | be based on the participant's work year as defined in s.
121.021(54). Credit shall be awarded for a full work year
whenever health insurance subsidy contributions have been made
as required by law for each nonth in the participant's work
year. In addition, all years of creditable service retained
under the Florida Retirenment System defined benefit program
shal |l be included as creditable service for purposes of this
section. Notw thstanding any other provision in this section

to the contrary, the spouse at the tine of death shall be the

participant's beneficiary unless such participant has

designated a different beneficiary subsequent to the

participant's nbst recent marriage.

Section 2. Subsections (2), (4), (10), and (15) of
section 121.4501, Florida Statutes, are anended to read:

121. 4501 Public Enpl oyee Optional Retirenent
Program - -

(2) DEFINITIONS.--As used in this part, the term

(a) "Approved provider" or "provider" neans a private

sector conpany that is selected and approved by the state
board to offer one or nore investnent products or services to
the Public Enployee Optional Retirenment Program The term
i ncludes a bundl ed provider that offers participants a range
of individually allocated or unall ocated investnent products
and may offer a range of administrative and custoner services,
whi ch may include accounting and adm nistration of individua
partici pant benefits and contributions; individual participant
recordkeepi ng; asset purchase, control, and saf ekeepi ng;
di rect execution of the participant's instructions as to asset
and contribution allocation; calculation of daily net asset

3
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1| values; direct access to participant account information

2| periodic reporting to participants, at |east quarterly, on

3 | account bal ances and transactions; guidance, advice, and

4| allocation services directly relating to its own investnent

5| options or products, but only if the bundl ed provider conplies
6| with the standard of care of s. 404(a)(1)(A-B) of the Enpl oyee
7| Retirenent Incone Security Act of 1974 (ERISA) and if

8 | providing such guidance, advice, or allocation services does

9| not constitute a prohibited transaction under s. 4975(c)(1) of
10| the Internal Revenue Code or s. 406 of ERI SA, notwithstanding
11 | that such prohibited transaction provisions do not apply to

12 | the optional retirenment program a broad array of distribution
13 | options; asset allocation; and retirenent counseling and

14 | education. Private sector conpanies include investnent

15 | mranagenent conpani es, insurance conpani es, depositories, and
16 | nutual fund conpani es.

17 (b) "Average nonthly conpensation” neans one-twel fth
18 | of average final conpensation as defined in s. 121.021(24).

19 (c) "Covered enpl oynent”" neans enploynent in a

20 | regularly established position as defined in s. 121.021(52).
21 (d) "Departnent" neans the Departnent of Managenent

22 | Servi ces.

23 (e) "Division" neans the Division of Retirenment within
24 | the Departnent of Managenent Servi ces.

25 (f) "Eligible enployee" neans an officer or enpl oyee,
26 | as defined in s. 121.021(11), who:

27 1. 1Is a nenber of, or is eligible for nenbership in,
28 | the Florida Retirenent System including any renewed nenber of
29 | the Florida Retirenent System

30 2. Participates in, or is eligible to participate in,
31| the Seni or Managenent Service Optional Annuity Program as

4
CODING:WOrds st+ieken are deletions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNNNNRRRRRPRPEPR R PR R
P O © 0 N O U0~ WNIERPLO O N DMWNPRER O

r

Florida Senate - 2004 CS for SB 1650
309-21

i
2160- 04

establ i shed under s. 121.055(6) or the State Conmunity Coll ege
Optional Retirement Program as established under s.
121.051(2)(c); or

3. Is eligible to participate in, but does not

participate in, the State University System Optiona
Retirenment Program established under s. 121. 35.

The term does not include any nenber participating in the
Deferred Retirenent Option Program established under s.
121.091(13) or any enployee participating in an optional
retirenent program established under s. 121.051(2)(c) or s.
121. 35.

(g) "Enployer" neans an enpl oyer, as defined in s.
121.021(10), of an eligible enployee.

(h) "Participant" neans an eligible enpl oyee who
el ects to participate in the Public Enpl oyee Optional
Retirenment Program and enrolls in such optional program as
provided in subsection (4).

(i) "Public Enployee Optional Retirenent Program"
"optional program" or "optional retirenent progran neans the
alternative defined contribution retirenent program
est abl i shed under this section

(j) "Retiree" neans a fornmer participant of the

Florida Retirement System Public Enpl oyee Optional Retirenent

Program who has terni nated enpl oynent and has taken a

distribution as provided in s. 121.591, except for a nmandatory

distribution of a de minins account authorized by the state

boar d.
K)tG) "State board" or "board" neans the State Board

of Adm ni stration.
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(1) k) "Trustees" means Trustees of the State Board of
Admi ni strati on.

(m ) "Vested" or "vesting" neans the guarantee that
a participant is eligible to receive a retirenent benefit upon
conpl etion of the required years of service under the Public
Enpl oyee Optional Retirenent Program

(4) PARTI Cl PATI ON; ENROLLMENT. - -

(a)l. Wth respect to an eligible enployee who is
enployed in a regularly established position on June 1, 2002,
by a state enpl oyer:

a. Any such enployee nay elect to participate in the
Publ i c Enpl oyee Optional Retirenment Programin |ieu of
retaining his or her nenbership in the defined benefit program
of the Florida Retirenent System The election nust be nade in
writing or by electronic neans and nust be filed with the
third-party administrator by August 31, 2002, or, in the case
of an active enployee who is on a | eave of absence on April 1,
2002, by the last business day of the 5th nmonth foll ow ng
Adgust—31—2002—or—wthin—90—days—after the nonth the | eave
of absence concl udes eerelusieon—-of—theteaveof—absence-
whi-ehever—s—tater. This election is irrevocable, except as
provided in paragraph (e). Upon maki ng such el ection, the

enpl oyee shall be enrolled as a participant of the Public
Enpl oyee Optional Retirenent Program the enpl oyee's
nmenbership in the Florida Retirenment System shall be governed
by the provisions of this part, and the enpl oyee's nenbership
in the defined benefit programof the Florida Retirenent
System shall terninate. The enpl oyee's enrollnent in the
Publ i c Enpl oyee Optional Retirenent Program shall be effective
the first day of the nonth for which a full nonth's enpl oyer
contribution is nade to the optional program

6
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b. Any such enployee who fails to elect to participate
in the Public Enployee Optional Retirenment Programwi thin the
prescribed tinme period is deened to have elected to retain
nmenbership in the defined benefit programof the Florida
Retirenment System and the enployee's option to elect to
participate in the optional programis forfeited.

2. Wth respect to enpl oyees who becone eligible to
participate in the Public Enployee Optional Retirenent Program
by reason of enploynent in a regularly established position
with a state enployer commencing after April 1, 2002:

a. Any such enployee shall, by default, be enrolled in
the defined benefit retirenent programof the Florida
Retirenent System at the commencenent of enploynent, and may,
by the | ast business day end of the 5th nonth follow ng the

enpl oyee's nonth of hire, elect to participate in the Public
Enpl oyee Optional Retirenment Program The enpl oyee's el ection
nmust be nade in witing or by electronic neans and nust be
filed with the third-party admnistrator. The election to
participate in the optional programis irrevocable, except as
provided in paragraph (e).

b. If the enployee files such election within the
prescribed tinme period, enrollnment in the optional program
shal|l be effective on the first day of enploynent. The
enpl oyer retirement contributions paid through the nonth of
t he enpl oyee plan change shall be transferred to the optiona
program and, effective the first day of the next nonth, the
enpl oyer shall pay the applicable contributions based on the
enpl oyee nenbership class in the optional program

c. Any such enployee who fails to elect to participate
in the Public Enployee Optional Retirenment Programwi thin the
prescribed tinme period is deened to have elected to retain
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nmenbership in the defined benefit programof the Florida
Retirenment System and the enployee's option to elect to
participate in the optional programis forfeited.

3. Wth respect to enpl oyees who becone eligible to
participate in the Public Enployee Optional Retirenent Program
pursuant to s. 121.051(2)(c)3., any such enpl oyee may elect to
participate in the Public Enployee Optional Retirenent Program
inlieu of retaining his or her participation in the State
Community College Optional Retirenment Program The el ection
nmust be nade in witing or by electronic neans and nust be
filed with the third-party admnistrator. This election is
irrevocabl e, except as provided in paragraph (e). Upon making
such el ection, the enployee shall be enrolled as a participant
of the Public Enployee Optional Retirenent Program the
enpl oyee's nenbership in the Florida Retirenent System shal
be governed by the provisions of this part, and the enpl oyee's
participation in the State Community Col |l ege Opti onal
Retirenment Program shall terminate. The enpl oyee's enroll nent
in the Public Enployee Optional Retirenent Program shall be
effective the first day of the nonth for which a full nonth's
enpl oyer contribution is nade to the optional program

4. For purposes of this paragraph, "state enpl oyer"
neans any agency, board, branch, conmi ssion, community
col |l ege, departnment, institution, institution of higher
education, or water nanagenent district of the state, which
participates in the Florida Retirenment Systemfor the benefit
of certain enpl oyees.

(b)1. Wth respect to an eligible enployee who is
enployed in a regularly established position on Septenber 1
2002, by a district school board enpl oyer:

8
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a. Any such enployee nay elect to participate in the
Publ i c Enpl oyee Optional Retirenment Programin |ieu of
retaining his or her nenbership in the defined benefit program
of the Florida Retirenent System The election nust be nade in
writing or by electronic neans and nust be filed with the
third-party administrator by Novenber 30, or, in the case of
an active enployee who is on a | eave of absence on July 1,
2002, by the last business day of the 5th nmonth foll ow ng
Neverber—36,—2002—or—wthin—90—days—after the nonth the | eave
of absence concl udes eenrelusieon—-of—theteaveof—absence-
whi-ehever—s—tater. This election is irrevocabl e, except as
provided in paragraph (e). Upon maki ng such el ection, the

enpl oyee shall be enrolled as a participant of the Public
Enpl oyee Optional Retirenment Program the enpl oyee's
nmenbership in the Florida Retirenent System shall be governed
by the provisions of this part, and the enpl oyee's nenbership
in the defined benefit programof the Florida Retirenent
System shall terninate. The enpl oyee's enrollnent in the
Publ i c Enpl oyee Optional Retirenent Program shall be effective
the first day of the nonth for which a full nonth's enpl oyer
contribution is nade to the optional program

b. Any such enployee who fails to elect to participate
in the Public Enployee Optional Retirenment Programwi thin the
prescribed tinme period is deened to have elected to retain
nmenbership in the defined benefit programof the Florida
Retirenment System and the enployee's option to elect to
participate in the optional programis forfeited.

2. Wth respect to enpl oyees who becone eligible to
participate in the Public Enployee Optional Retirenent Program
by reason of enploynent in a regularly established position

9
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with a district school board enpl oyer conmencing after July 1,
2002:

a. Any such enployee shall, by default, be enrolled in
the defined benefit retirenent programof the Florida

Retirenent System at the commencenent of enploynent, and may,
by the | ast business day end of the 5th nonth follow ng the

enpl oyee's nmonth of hire, elect to participate in the Public
Enpl oyee Optional Retirenment Program The enpl oyee's el ection
nmust be nade in witing or by electronic neans and nust be
filed with the third-party admnistrator. The election to
participate in the optional programis irrevocable, except as
provided in paragraph (e).

b. If the enployee files such election within the
prescribed tinme period, enrollment in the optional program
shal|l be effective on the first day of enploynent. The
enpl oyer retirement contributions paid through the nonth of
t he enpl oyee pl an change shall be transferred to the optiona
program and, effective the first day of the next nonth, the
enpl oyer shall pay the applicable contributions based on the
enpl oyee nenbership class in the optional program

c. Any such enployee who fails to elect to participate
in the Public Enployee Optional Retirenment Programwi thin the
prescribed tinme period is deened to have elected to retain
nmenbership in the defined benefit programof the Florida
Retirenment System and the enployee's option to elect to
participate in the optional programis forfeited.

3. For purposes of this paragraph, "district school
board enpl oyer" neans any district school board that
participates in the Florida Retirenment Systemfor the benefit
of certain enployees, or a charter school or charter technica

10
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career center that participates in the Florida Retirenent
System as provided in s. 121.051(2)(d).

(c)1. Wth respect to an eligible enployee who is
enployed in a regularly established position on Decenber 1,
2002, by a local enployer:

a. Any such enployee nay elect to participate in the
Publ i c Enpl oyee Optional Retirenment Programin |ieu of
retaining his or her nenbership in the defined benefit program
of the Florida Retirenent System The election nust be nade in
writing or by electronic neans and nust be filed with the
third-party administrator by February 28, 2003, or, in the
case of an active enployee who is on a | eave of absence on
Cctober 1, 2002, by the | ast business day of the 5th nonth
fol | owi ng February—28—20603—orwthin—96—days—after the nonth
t he | eave of absence concl udes eonetuston—of—theteave—of
absenece—whichever—+s—tater. This election is irrevocabl e,
except as provided in paragraph (e). Upon nmaki ng such

el ection, the enployee shall be enrolled as a participant of
the Public Enpl oyee Optional Retirenent Program the
enpl oyee's nenbership in the Florida Retirenent System shal
be governed by the provisions of this part, and the enpl oyee's
nmenbership in the defined benefit programof the Florida
Retirenent Systemshall term nate. The enpl oyee's enroll nment
in the Public Enployee Optional Retirenent Program shall be
effective the first day of the nonth for which a full nonth's
enpl oyer contribution is nade to the optional program

b. Any such enployee who fails to elect to participate
in the Public Enployee Optional Retirenment Programwi thin the
prescribed tinme period is deened to have elected to retain
nmenbership in the defined benefit programof the Florida

11
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Retirenment System and the enployee's option to elect to
participate in the optional programis forfeited.

2. Wth respect to enpl oyees who becone eligible to
participate in the Public Enployee Optional Retirenent Program
by reason of enploynent in a regularly established position
with a | ocal enployer commencing after Cctober 1, 2002:

a. Any such enployee shall, by default, be enrolled in
the defined benefit retirenent programof the Florida
Retirenent System at the commencenent of enploynent, and may,
by the | ast business day end of the 5th nonth follow ng the

enpl oyee's nonth of hire, elect to participate in the Public
Enpl oyee Optional Retirenment Program The enpl oyee's el ection
nmust be nade in witing or by electronic neans and nust be
filed with the third-party admnistrator. The election to
participate in the optional programis irrevocable, except as
provided in paragraph (e).

b. If the enployee files such election within the
prescribed tinme period, enrollnment in the optional program
shal|l be effective on the first day of enploynent. The
enpl oyer retirement contributions paid through the nonth of
t he enpl oyee pl an change shall be transferred to the optiona
program and, effective the first day of the next nonth, the
enpl oyer shall pay the applicable contributions based on the
enpl oyee nenbership class in the optional program

c. Any such enployee who fails to elect to participate
in the Public Enployee Optional Retirenment Programwi thin the
prescribed tinme period is deened to have elected to retain
nmenbership in the defined benefit programof the Florida
Retirenment System and the enployee's option to elect to
participate in the optional programis forfeited.

12
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3. For purposes of this paragraph, "local enployer"
neans any enpl oyer not included in paragraph (a) or paragraph
(b).

(d) Contributions available for self-direction by a
partici pant who has not sel ected one or nore specific
i nvest nent products shall be allocated as prescribed by the
board. The third-party administrator shall notify any such
participant at least quarterly that the participant shoul d
take an affirmative action to nake an asset allocation anong
t he optional program products.

(e) After the period during which an eligible enpl oyee
had the choice to elect the defined benefit programor the
Publ i c Enpl oyee Optional Retirenent Program or the nonth

following the eligible enpl oyee's plan selection effective

date, if sooner,the enpl oyee shall have one opportunity, at

t he enpl oyee's discretion, to choose to nove fromthe defined
benefit programto the Public Enpl oyee Optional Retirenent
Program or fromthe Public Enpl oyee Optional Retirenent
Programto the defined benefit program This paragraph shal
be contingent upon approval fromthe Internal Revenue Service
for including the choice described herein within the prograns
offered by the Florida Retirenent System

1. |If the enployee chooses to nove to the Public
Enpl oyee Optional Retirenment Program the applicable
provisions of this section shall govern the transfer

2. |If the enpl oyee chooses to nove to the defined
benefit program the enployee nust transfer fromhis or her
Publ i c Enpl oyee Optional Retirenent Program account and from
ot her enpl oyee noneys as necessary, a sumrepresenting the
present val ue of that enpl oyee's accunul ated benefit
obligation imediately following the tine of such novenent,

13
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determ ned assuming that attai ned service equals the sum of
service in the defined benefit programand service in the
Publ i c Enpl oyee Optional Retirenent Program Benefit
commencenent occurs on the first date the enpl oyee woul d
becone eligible for unreduced benefits, using the di scount
rate and ot her relevant actuarial assunptions that were used
to value the Florida Retirenment System defined benefit plan
liabilities in the nost recent actuarial valuation. For any
enpl oyee who, at the tine of the second el ection, already

mai ntai ns an accrued benefit amount in the defined benefit

pl an, the then-present val ue of such accrued benefit shall be
deened part of the required transfer anount described in this
subpar agraph. The division shall ensure that the transfer sum
is prepared using a fornmula and net hodol ogy certified by an
enrol | ed actuary.

3. Notwithstandi ng subparagraph 2., an enpl oyee who
chooses to nove to the defined benefit program and who becane
eligible to participate in the Public Enpl oyee Optional
Retirenment Program by reason of enploynent in a regularly
establ i shed position with a state enpl oyer after June 1, 2002;
a district school board enpl oyer after Septenber 1, 2002; or a
| ocal enployer after Decenber 1, 2002, nust transfer fromhis
or her Public Enployee Optional Retirement Program account
and, from ot her enpl oyee noneys as necessary, a sum
representing that enpl oyee's actuarial accrued liability.

4. Enployees' ability to transfer fromthe Florida
Retirenment System defined benefit programto the Public
Enpl oyee Optional Retirenent Program pursuant to paragraphs
(a) through (d), and the ability for current enpl oyees to have
an option to later transfer back into the defined benefit
program under subparagraph 2., shall be deened a significant
14
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1| system anendnent. Pursuant to s. 121.031(4), any such

2| resulting unfunded liability arising fromactual origina

3| transfers fromthe defined benefit programto the optiona

4 | programshall be anortized within 30 plan years as a separate
5| unfunded actuarial base independent of the reserve

6| stabilization nmechanismdefined in s. 121.031(3)(f). For the
7| first 25 years, no direct anortization paynent shall be

8| calculated for this base. During this 25-year period, such

9 | separate base shall be used to offset the inpact of enpl oyees
10 | exercising their second program el ecti on under this paragraph
111t is the legislative intent that the actuarial funded status
12| of the Florida Retirenment System defined benefit plan is

13 | neither beneficially nor adversely inpacted by such second

14 | programel ections in any significant manner, after due

15| recognition of the separate unfunded actuarial base. Foll ow ng
16 | this initial 25-year period, any renaining bal ance of the

17 | original separate base shall be anortized over the remaining 5
18 | years of the required 30-year anortization peri od.

19 (10) EDUCATI ON COVPONENT. - -
20 (a) The board, in coordination with the departnent,
21| shall provide for an education conponent for system nenbers in
22 | a manner consistent with the provisions of this section. The
23 | educati on conponent nust be available to eligible enployees at
24 | | east 90 days prior to the beginning date of the election
25| period for the enpl oyees of the respective types of enployers.
26 (b) The education conponent nust provide system
27 | menbers with inpartial and bal anced i nfornation about plan
28 | choi ces. The education conponent nust involve mnultinedia
29 | formats. Program conpari sons nust, to the greatest extent
30 | possi bl e, be based upon the retirenent incone that different
31| retirenment prograns nmay provide to the participant. The board

15
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shall nonitor the perfornmance of the contract to ensure that
the programis conducted in accordance with the contract,
applicable law, and the rules of the board.

(c) The board, in coordination with the departnent,
shal |l provide for an initial and ongoi ng transfer education
conponent to provide system nenbers with informati on necessary
to make inforned plan choi ce decisions. The transfer education
conponent nust include, but is not limted to, information on

1. The anount of npney available to a nenber to
transfer to the defined contribution program

2. The features of and differences between the defined
benefit program and the defined contribution program both
generally and specifically, as those differences may affect
t he nenber.

3. The expected benefit available if the nmenber were
to retire under each of the retirenent prograns, based on
appropriate alternative sets of assunptions.

4. The rate of return frominvestrments in the defined
contribution program and the period of tine over which such
rate of return nust be achieved to equal or exceed the
expected nonthly benefit payable to the nmenber under the
defined benefit program

5. The historical rates of return for the investnent
alternatives available in the defined contribution prograns.

6. The benefits and historical rates of return on
i nvestnents available in a typical deferred conpensation plan
or a typical plan under s. 403(b) of the Internal Revenue Code
for which the enpl oyee may be eligible.

7. The program choices avail abl e to enpl oyees of the
State University System and the conparative benefits of each
avail able program if applicable.

16
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8. Payout options available in each of the retirenent
prograns.

(d) An ongoi ng education and comuni cati on conponent
nmust provi de system nenbers with infornmation necessary to nake
i nfornmed deci si ons about choices within their program of
nmenbership and in preparation for retirenent. The conponent
nmust include, but is not linmted to, information concerning:

1. Rights and conditions of nenbership.

2. Benefit features within the program options, and
ef fects of certain decisions.

3. Coordination of contributions and benefits with a
deferred conpensation plan under s. 457 or a plan under s.
403(b) of the Internal Revenue Code.

4. Significant program changes.

5. Contribution rates and program fundi ng stat us.

6. Planning for retirenent.

(e) Descriptive materials nust be prepared under the
assunption that the enployee is an unsophisticated investor
and all materials used in the education conponent nust be
approved by the state board prior to di ssem nation

(f) The board and the departnent shall al so establish
a communi cati on conponent to provide programinformation to
partici pating enpl oyers and the enpl oyers' personnel and
payroll officers and to explain their respective
responsibilities in conjunction with the retirenent prograns.

(g) Funding for education of new enpl oyees may reflect
adm nistrative costs to the optional program and the defined
benefit program
(h) Pursuant to paragraph (8)(a), all Florida

Retirenent System enpl oyers have an obligation to regularly

communi cate the existence of the two Florida Retirenent System
17
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1| plans and the plan choice in the natural course of

2| adm nistering their personnel functions, using the educationa
3| materials supplied by the state board and t he Departnent of

4 | Managenent Servi ces.

5 (15) STATEMENT OF FI DUCI ARY STANDARDS AND

6 | RESPONSI BI LI TI ES. - -

7 (a) Investnent of optional defined contribution

8| retirenent plan assets shall be nade for the sole interest and
9 | excl usive purpose of providing benefits to plan participants
10 | and beneficiaries and defrayi ng reasonabl e expenses of

11| adninistering the plan. The progranis assets are to be

12 | invested, on behalf of the program participants, with the

13| care, skill, and diligence that a prudent person acting in a
14 | I'i ke manner woul d undertake. The perfornmance of the investnent
15 ) duties set forth in this paragraph shall conply with the

16 | fiduciary standards set forth in the Enpl oyee Retirenent

17 | I ncone Security Act of 1974 at 29 U.S.C. s. 1104(a)(1)(A-(O.
18 | In case of conflict with other provisions of |aw authorizing
19 | investnents, the investnent and fiduciary standards set forth
20| in this subsection shall prevail.
21 (b) If a participant or beneficiary of the Public
22 | Enpl oyee Optional Retirenent Program exercises control over
23| the assets in his or her account, as determ ned by reference
24 |1 to regulations of the United States Departnment of Labor under
25| s. 404(c) of the Enpl oyee Retirenent |Incone Security Act of
26 | 1974 and all applicable | aws governing the operation of the
27 | program no programfiduciary shall be liable for any loss to
28 | a participant's or beneficiary's account which results from
29 | such participant's or beneficiary's exercise of control
30 (c) Subparagraph (8)(b)4. and paragraph (15)(b)
31| incorporate the federal |aw concept of participant control

18
CODING:Words st+ieken are del etions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R R R
P O © 0 N O 00~ WNIERPLOO®~NO®Uu D WNPRER O

r

Florida Senate - 2004 CS for SB 1650
309-21

5 60- 04

establ i shed by regulations of the United States Departnent of
Labor under s. 404(c) of the Enpl oyee Retirenent |ncone
Security Act of 1974 (ERI SA). The purpose of this paragraph is
to assist enployers and the State Board of Administration in
nmai nt ai ni ng conpliance with s. 404(c), while avoiding
unnecessary costs and erodi ng partici pant benefits under the
Publ i c Enpl oyee Optional Retirenent 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
Program a copy of the prospectus nobst recently provided to the
pl an, and, pursuant to 29 CF.R s.
2550.404c-1(b) (2) (i) (B)(2)(ii), e+ shall provide such
participants an opportunity to obtain this information, except
t hat:

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 summary
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 information; and

2. Delivery shall be deened to have been effected if
delivery is through electronic neans and the foll ow ng
standards are sati sfied:

19
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a. Electronically-delivered docunents are prepared and
provided consistent with style, format, and content

requi rements applicable to printed docunents;

b. Each participant is provided tinely and adequate
noti ce of the docunments that are to be delivered and their
signi ficance 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 ni stration, 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,
or

(I'l) Participants have provi ded consent to receive
information in electronic fornat, which consent nay be
revoked; and

d. The State Board of Administration, or its
desi gnat ed agent, actually provi des paper copies of the
docunents free of charge, upon request.

Section 3. Section 121.591, Florida Statutes, is
amended to read:

121.591 Benefits payabl e under the Public Enpl oyee
Optional Retirement Program of the Florida Retirenent
System --Benefits nay not be paid under this section unless
t he nmenber has termi nated enpl oynent as provided in s.
121.021(39)(a) or is deceased and a proper application has
been filed in the manner prescribed by the state board or the
departnment. The state board or departnent, as appropriate, may
cancel an application for retirenent benefits when the nenber
20
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or beneficiary fails to tinely provide the infornmation and
docunents required by this chapter and the rules of the state
board and departnent. In accordance with their respective
responsibilities as provided herein, the State Board of

Adm ni stration and the Departnent of Managenent Services shal
adopt rul es establishing procedures for application for
retirement benefits and for the cancellation of such
application when the required informati on or docunents are not
received. The State Board of Adninistration and the Departnent

of Managenent Services, as appropriate, are authorized to cash

out a de minims account of a partici pant who has been

terminated from Florida Retirenent System covered enpl oynent

for a mnimmof 6 calendar nonths. A de mnims account is an

account containing enployer contributions and accunul at ed

earnings of not nore than $5, 000 nade under the provisions of

this chapter. Such cash-out nust either be a conplete | unp-sum

| iquidation of the account bal ance, subject to the provisions

of the Internal Revenue Code, or a lunp-sumdirect roll over

distribution paid directly to the custodian of an eligible

retirenent plan, as defined by the Internal Revenue Code, on

behal f of the participant.
(1) NORMAL BENEFI TS. - -Under the Public Enpl oyee
Optional Retirement Program

(a) Benefits in the formof vested accumul ati ons as
described in s. 121.4501(6) shall be payable under this
subsection in accordance with the following terns and
condi ti ons:

1. To the extent vested, benefits shall be payable
only to a participant.

2. Benefits shall be paid by the third-party
admi ni strator or designated approved providers in accordance

21
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1| with the law, the contracts, and any applicable board rule or
2 | policy.

3 3. To receive benefits under this subsection, the

4 | participant nust be terninated fromall enploynent with al

5| Florida Retirement System enpl oyers, as provided in s.

6| 121. 021(39).

7 (b) If a participant elects to receive his or her

8 | benefits upon ternination of enploynent, the participant nust
9| subnmit a witten application to the third-party adm ni strator
10| indicating his or her preferred distribution date and

11 | selecting an authorized nmethod of distribution as provided in
12 | paragraph (c). The participant may defer recei pt of benefits
13| until he or she chooses to nake such application, subject to
14 | federal requirenents.

15 (c) Upon receipt by the third-party adm nistrator of a
16 | properly executed application for distribution of benefits,
17 | the total accunul ated benefit shall be payable to the

18 | participant, as:

19 1. A lunp-sumdistribution to the participant;

20 2. A lump-sumdirect rollover distribution whereby al
21 | accrued benefits, plus interest and investnment earnings, are
22 | paid fromthe participant's account directly to the custodian
23| of an eligible retirenent plan, as defined in s. 402(c)(8)(B)
24 | of the Internal Revenue Code, on behalf of the participant; or
25 3. Periodic distributions, as authorized by the state
26 | board.

27 (2) DI SABILITY RETI REVMENT BENEFI TS. - -Benefits provided
28 | under this subsection are payable in lieu of the benefits

29 | whi ch woul d ot herwi se be payabl e under the provisions of

30 | subsection (1). Such benefits shall be funded entirely from
31| enployer contributions made under s. 121.571, transferred

22
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partici pant funds accumul ated pursuant to paragraph (a), and
i nterest and earni ngs thereon. Pursuant thereto:

(a) Transfer of funds.--To qualify to receive nonthly
disability benefits under this subsection

1. Al noneys accunulated in the participant's Public
Enpl oyee Optional Retirenent Program accounts, including
vested and nonvested accurul ati ons as described in s.

121. 4501(6), shall be transferred from such indivi dua

accounts to the Division of Retirenent for deposit in the
disability account of the Florida Retirenent System Trust

Fund. Such noneys shall be separately accounted for. Earnings
shall be credited on an annual basis for amounts held in the
disability accounts of the Florida Retirenent System Trust

Fund based on actual earnings of the Florida Retirenent System
Trust Fund.

2. If the participant has retained retirement credit
he or she had earned under the defined benefit program of the
Florida Retirement Systemas provided in s. 121.4501(3)(b), a
sumrepresenting the actuarial present val ue of such credit
within the Florida Retirenent System Trust Fund shall be
reassi gned by the Division of Retirenent fromthe defined
benefit programto the disability program as inpl enented under
this subsection and shall be deposited in the disability
account of the Florida Retirenent System Trust Fund. Such
noneys shall be separately accounted for

(b) Disability retirenent; entitlenent.--

1. A participant of the Public Enployee Optional
Retirenent Program who becones totally and pernanently
di sabl ed, as defined in s. 121.091(4)(b), after conpleting 8
years of creditable service, or a participant who becones
totally and permanently disabled in the line of duty
23
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1| regardless of his or her length of service, shall be entitled
2|to a nonthly disability benefit as provided herein.

3 2. In order for service to apply toward the 8 years of
4| service required to vest for regular disability benefits, or

5| toward the creditable service used in calculating a

6 | service-based benefit as provided for under paragraph (g), the
7 | service must be creditable service as described bel ow

8 a. The participant's period of service under the

9 | Public Enployee Optional Retirement Programwi || be considered
10 | creditabl e service, except as provided in subparagraph d.

11 b. If the participant has elected to retain credit for
12 | his or her service under the defined benefit program of the
13| Florida Retirenent System as provi ded under s. 121.4501(3)(h),
14 | all such service will be considered creditable service.

15 c. |If the participant has elected to transfer to his
16 | or her participant accounts a sumrepresenting the present

17 | val ue of his or her retirement credit under the defined

18 | benefit program as provided under s. 121.4501(3)(c), the

19 | period of service under the defined benefit program

20 | represented in the present value anounts transferred will be
21 | considered creditable service for purposes of vesting for

22 | disability benefits, except as provided i n subparagraph d.

23 d. Wienever a participant has term nated enpl oynent

24 | and has taken distribution of his or her funds as provided in
25 | subsection (1), all creditable service represented by such

26 | distributed funds is forfeited for purposes of this

27 | subsecti on.

28 (c) Disability retirenment effective date.--The

29 | effective retirenent date for a participant who applies and is
30 | approved for disability retirenent shall be established as

31| provided under s. 121.091(4)(a)2. and 3.

24
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1 (d) Total and pernmanent disability.--A participant

2| shall be considered totally and permanently disabled if, in

3| the opinion of the division, he or she is prevented, by reason
4| of a nedically determ nable physical or nental inpairnent,

5| fromrendering useful and efficient service as an officer or

6 | enpl oyee.

7 (e) Proof of disability.--The division, before

8 | approving paynent of any disability retirenent benefit, shal

9| require proof that the participant is totally and permanently
10 | disabled in the sane manner as provided for nenbers of the

11 | defined benefit programof the Florida Retirement System under
12| s. 121.091(4)(c).

13 (f) Disability retirenent benefit.--Upon the

14 | disability retirenment of a participant under this subsection
15| the participant shall receive a nonthly benefit that shal

16 | begin to accrue on the first day of the nonth of disability

17 | retirenent, as approved by the division, and shall be payabl e
18 | on the last day of that nmonth and each nonth thereafter during
19| his or her lifetinme and continued disability. Al disability
20 | benefits payable to such nenber shall be paid out of the
21 | disability account of the Florida Retirement System Trust Fund
22 | established under this subsection
23 (g) Conputation of disability retirenent benefit.--The
24 | anount of each nonthly paynent shall be calculated in the sane
25 | manner as provided for nenbers of the defined benefit program
26 | of the Florida Retirenent System under s. 121.091(4)(f). For
27 | such purpose, creditable service under both the defined
28 | benefit program and the Public Enpl oyee Optional Retirenent
29 | Program of the Florida Retirenent System shall be applicable
30 | as provided under paragraph (b).
31

25
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1 (h) Reapplication.--A participant whose initial

2| application for disability retirenment has been deni ed may

3| reapply for disability benefits in the sane nmanner, and under
4| the sane conditions, as provided for nenbers of the defined

5| benefit programof the Florida Retirement System under s.

6| 121.091(4)(9).

7 (i) Menbership.--Upon approval of an application for
8| disability benefits under this subsection, the applicant shal
9| be transferred to the defined benefit programof the Florida
10 | Retirenent System effective upon his or her disability

11 | retirenment effective date.

12 (j) Option to cancel.--Any partici pant whose

13 | application for disability benefits is approved nay cancel his
14 | or her application for disability benefits, provided that the
15| cancel l ation request is received by the division before a

16 | disability retirenment warrant has been deposited, cashed, or
17 | received by direct deposit. Upon such cancell ation

18 1. The participant's transfer to the defined benefit
19 | program under paragraph (i) shall be nullified;
20 2. The participant shall be retroactively reinstated
21| in the Public Enployee Optional Retirement Program wi thout
22 | hi at us;
23 3. Al funds transferred to the Florida Retirenent
24 | System Trust Fund under paragraph (a) shall be returned to the
25 | participant accounts from which such funds were drawn; and
26 4. The participant may elect to receive the benefit
27 | payabl e under the provisions of subsection (1) in lieu of
28 | disability benefits as provided under this subsection
29 (k) Recovery fromdisability.--
30 1. The division nmay require periodic reexam nations at
31| the expense of the disability program account of the Florida

26
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Retirenment System Trust Fund. Except as otherw se provided in
subparagraph 2., the requirenents, procedures, and
restrictions relating to the conduct and revi ew of such
reexam nations, discontinuation or term nation of benefits,
reentry into enploynent, disability retirenent after reentry
into covered enploynent, and all other matters relating to
recovery fromdisability shall be the sane as are set forth
under s. 121.091(4)(h).

2. Upon recovery fromdisability, any recipient of
disability retirenment benefits under this subsection shall be
a conpul sory nmenber of the Public Enpl oyee Optional Retirenent
Program of the Florida Retirenent System The net difference
between the recipient's original account bal ance transferred
to the Florida Retirenent System Trust Fund, including
earni ngs, under paragraph (a) and total disability benefits
paid to such recipient, if any, shall be determ ned as
provi ded i n sub-subparagraph a.

a. An anount equal to the total benefits paid shall be
subtracted fromthat portion of the transferred account
bal ance consi sting of vested accunul ati ons as descri bed under
s. 121.4501(6), if any, and an anount equal to the renai nder
of benefit ampbunts paid, if any, shall then be subtracted from
any remai ning portion consisting of nonvested accunul ati ons as
descri bed under s. 121.4501(6).

b. Amounts subtracted under sub-subparagraph a. shal
be retained within the disability account of the Florida
Retirenment System Trust Fund. Any renmining account bal ance
shall be transferred to the third-party admnistrator for
di sposition as provided under sub-subparagraph c. or
sub- subparagraph d., as appropriate.

27
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c. |If the recipient returns to covered enpl oynent,
transferred anounts shall be deposited in individual accounts
under the Public Enployee Optional Retirenent Program as
directed by the participant. Vested and nonvested anobunts
shal | be separately accounted for as provided in s.

121. 4501(6).

d. If the recipient fails to return to covered
enpl oynent upon recovery fromdisability:

(1) Any renmining vested anount shall be deposited in
i ndi vi dual accounts under the Public Enpl oyee Optional
Retirenent Program as directed by the participant, and shal
be payabl e as provided in subsection (1).

(1) Any remaining nonvested anount shall be held in a
suspense account and shall be forfeitable after 5 years as
provided in s. 121.4501(6).

3. If present value was reassigned fromthe defined
benefit programto the disability programof the Florida
Retirenment System as provi ded under subparagraph (a)2., the
full present value amount shall be returned to the defined
benefit account within the Florida Retirenent System Trust
Fund and the affected individual's associated retirenment
credit under the defined benefit program shall be reinstated
in full. Any benefit based upon such credit shall be
calculated as provided in s. 121.091(4)(h)1.

(1) Nonadnissible causes of disability.--A partici pant
shall not be entitled to receive a disability retirenent
benefit if the disability results fromany injury or disease
sustained or inflicted as described in s. 121.091(4)(i).

(m Disability retirenment of justice or judge by order
of Suprene Court. --

28
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1. If a participant is a justice of the Suprene Court,
judge of a district court of appeal, circuit judge, or judge
of a county court who has served for 6 years or nore as an
el ected constitutional judicial officer, including service as
a judicial officer in any court abolished pursuant to Art. V
of the State Constitution, and who is retired for disability
by order of the Suprene Court upon recomrendation of the
Judicial Qualifications Conmm ssion pursuant to the provisions
of Art. V of the State Constitution, the participant's Option
1 nonthly disability benefit anmobunt as provided in s.
121.091(6)(a)1. shall be two-thirds of his or her nonthly
conpensation as of the participant's disability retirenent
date. Such a participant nmay alternatively elect to receive
an actuarially adjusted disability retirenent benefit under
any other option as provided in s. 121.091(6)(a), or to
receive the nornmal benefit payabl e under the Public Enployee
Optional Retirement Program as set forth in subsection (1).

2. If any justice or judge who is a participant of the
Publ i c Enpl oyee Optional Retirenent Program of the Florida
Retirenment Systemis retired for disability by order of the
Suprene Court upon recommendation of the Judicial
Qualifications Comi ssion pursuant to the provisions of Art. V
of the State Constitution and elects to receive a nonthly
disability benefit under the provisions of this paragraph

a. Any present value anount that was transferred to
his or her program account and all enployer contributions nade
to such account on his or her behalf, plus interest and
earni ngs thereon, shall be transferred to and deposited in the
disability account of the Florida Retirenent System Trust
Fund; and

29
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1 b. The nonthly benefits payabl e under this paragraph
2| for any affected justice or judge retired fromthe Florida

3| Retirenent System pursuant to Art. V of the State Constitution
4| shall be paid fromthe disability account of the Florida

5] Retirenent System Trust Fund.

6 (n) Death of retiree or beneficiary.--Upon the death
7| of a disabled retiree or beneficiary thereof who is receiving
8 | nonthly benefits under this subsection, the nonthly benefits
9| shall be paid through the | ast day of the nonth of death and
10| shall terminate, or be adjusted, if applicable, as of that

11| date in accordance with the optional form of benefit selected
12| at the tinme of retirenent. FThe—deceaseddisabled—retiree—s

13 | benefiectary——shatt—also—r+ecetve—the—ampunt—of thepartiecipant—s
14 | remaining—account—balance,—if—any,—intheForidaReti+renent
15 | SystemTFrust—Func—The Depart nment of Managenent Services nay
16 | adopt rul es necessary to adninister this paragraph.

17 (3) DEATH BENEFI TS. --Under the Public Enpl oyee

18 | Optional Retirenent Program

19 (a) Survivor benefits shall be payable in accordance
20| with the following terns and conditions:

21 1. To the extent vested, benefits shall be payable

22| only to a participant's beneficiary or beneficiaries as

23 | designated by the participant. If a participant designhates a
24 | primary beneficiary other than the participant's spouse, the
25 | participant's spouse shall be notified of the designation

26 | This requirenent shall not apply to the designation of one or
27 | nore contingent beneficiaries to receive any benefits

28 | remi ni ng upon the death of the prinmary beneficiary or

29 | beneficiari es.

30 2. Benefits shall be paid by the third-party

31| adnmini strator or designated approved providers in accordance

30
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with the aw, the contracts, and any applicable board rule or
policy.

3. To receive benefits under this subsection, the
partici pant nust be deceased.

(b) In the event of a participant's death, all vested
accunmul ations as described in s. 121.4501(6), |ess wi thhol di ng
taxes renmtted to the Internal Revenue Service, shall be
di stributed, as provided in paragraph (c), to the
participant's designated beneficiary or beneficiaries, or to
the participant's estate, as if the participant retired on the
date of death. No ot her death benefits shall be available for
survivors of participants under the Public Enployee Optional
Retirenment Program except for such benefits, or coverage for
such benefits, as are otherw se provided by law or are
separately afforded by the enployer, at the enployer's
di scretion.

(c) Upon receipt by the third-party adm nistrator of a
properly executed application for distribution of benefits,
the total accumul ated benefit shall be payable by the
third-party adnministrator to the participant's surviving
beneficiary or beneficiaries, as:

1. A lunp-sumdistribution payable to the beneficiary
or beneficiaries, or to the deceased participant's estate;

2. An eligible rollover distribution on behalf of the
survi vi ng spouse of a deceased partici pant, whereby al
accrued benefits, plus interest and investnment earnings, are
paid fromthe deceased participant's account directly to the
custodian of an eligible retirenment plan, as described in s.
402(c)(8)(B) of the Internal Revenue Code, on behalf of the
survivi ng spouse; or

31
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1 3. A partial |unp-sum paynent whereby a portion of the
2 | accrued benefit is paid to the deceased participant's

3 | surviving spouse or other designated beneficiaries, |ess

4 | withholding taxes renmtted to the Internal Revenue Service,

5] and the remaining anount is transferred directly to the

6 | custodian of an eligible retirenment plan, as described in s.

71 402(c)(8)(B) of the Internal Revenue Code, on behalf of the

8 | surviving spouse. The proportions nust be specified by the

9| participant or the surviving beneficiary.

10

11 | This paragraph does not abrogate other applicable provisions
12 | of state or federal |aw providing for paynent of death

13 | benefits.

14 (4) LIMTATION ON LEGAL PROCESS. --The benefits payabl e
15| to any person under the Public Enployee Optional Retirenent
16 | Program and any contributions accunul ated under such program
17 | are not subject to assignnent, execution, attachnent, or any
18 | I egal process, except for qualified donestic relations orders
19| by a court of conpetent jurisdiction, incone deduction orders
20| as provided in s. 61.1301, and federal incone tax |evies.

21 Section 4. Paragraph (b) of subsection (3) of section
22| 121.78, Florida Statutes, is anended to read:

23 121.78 Paynent and distribution of contributions.--
24 (3)

25 (b) If contributions nade by an enpl oyer on behal f of
26 | participants of the optional retirenent program or

27 | acconpanyi ng payroll data are not received within the cal endar
28 | nonth they are due, including, but not limted to,

29 | contribution adjustnents as a result of enployer errors or

30| corrections,and if that delinquency results in market | osses
31| to participants, the enployer shall reinburse each

32
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participant's account for market | osses resulting fromthe
late contributions. If a participant has terninated enpl oynent

and taken a distribution, the participant is responsible for

returning any excess contributions erroneously provided by

enpl oyers, adjusted for any investnent gain or |oss incurred

during the period such excess contributions were in the

participant's Public Enpl oyee Optional Retirenent Program

account. The State Board of Administration or its designated

agent shall conmmunicate to term nated partici pants any

obligation to repay such excess contribution anounts. However,

the State Board of Administration, its designated agents, the

Publ i c Enpl oyee Optional Retirenent Program Trust Fund, the

Departnent of Managenent Services, or the Florida Retirenent

System Trust Fund shall not incur any loss or gain as a result

of an enployer's correction of such excess contributions. The

third-party administrator, hired by the board pursuant to s.
121. 4501(8), shall calculate the narket | osses for each
af fected participant. Wen contributions nade on behal f of
partici pants of the optional retirenent program or
acconpanyi ng payroll data are not received within the cal endar
nmont h due, the enployer shall also pay the cost of the
third-party adnministrator's calculation and reconciliation
adjustnments resulting fromthe late contributions. The
third-party administrator shall notify the enployer of the
results of the calculations and the total amount due fromthe
enpl oyer for such | osses and the costs of cal culation and
reconciliation. The enpl oyer shall remit to the division the
anmount due within 10 working days after the date of the
penalty notice sent by the division. The division shal
transfer said anbunt to the third-party adm nistrator, who
shal | deposit proceeds fromthe 1-percent assessnent and from
33
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i ndi vidual nmarket |osses into participant accounts, as
appropriate. The board is authorized to adopt rules to

i mpl erent the provisions regarding |ate 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.

Section 5. Paragraphs (f), (g), and (i) of subsection
(2) of section 215.47, Florida Statutes, are anended to read:

215.47 Investnents; authorized securities; |oan of
securities.--Subject to the limtations and conditions of the
State Constitution or of the trust agreenent relating to a
trust fund, noneys available for investnents under ss.

215. 44-215.53 may be invested as foll ows:

(2) Wth no nore than 25 percent of any fund in:

(f) Certain interests in real property and rel ated
personal property, including nortgages and related instrunents
on comrercial or industrial real property, with provisions for
equity or incone participation or with provisions for
convertibility to equity ownership; and interests in
coll ective investnment funds. Associated expenditures for
acqui sition and operation of assets purchased under this
provision or of investnents in private equity or other private

i nvestnent partnerships or linited liability conpani es shal

be included as a part of the cost of the investnent.
1. The title to real property acquired under this
par agraph shall be vested in the nane of the respective fund.
2. For purposes of taxation of property owned by any
fund, the provisions of s. 196.199(2)(b) do not apply.
3. Real property acquired under the provisions of this
par agraph shall not be considered state | ands or public |ands

34
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1| and property as defined in chapter 253, and the provisions of
2 | that chapter do not apply to such real property.

3 (g) Fixed-incone obligations not otherw se authorized
4| by this section issued by foreign governnents or politica

5| subdi vi si ons or agenci es thereof, supranational agenci es,

6| foreign corporations, or foreign commercial entities, if the
7| obligations are rated i nvestnent grade by at |east one

8 | nationally recogni zed rating servi ce. General—oebHgations

9 | backed—by—thefuH—Faithand-ecredit—of—aforergngovernment
10 | which—has—net—defautted—on—simtar—obtgations—for—a—wnimum
11 | pertod—of—25—years—prior—topurchase—of—the—obHgation—and—has
12 | ret—ts—paynrents—of—simtar—obHgatioens—when—due-

13 (i) Obligations of agencies of the governnent of the
14 | United States, provided such obligations have been included in
15| and aut hori zed by the Florida Retirenent System Defined

16 | Benefit Foetat—Fund—tnvestrent Plan | nvestnent Policy Statenent
17 | established in s. 215.475.

18 Section 6. Section 215.475, Florida Statutes, is

19 | anended to read:
20 215. 475 Investnent policy statenent ptan.--
21 (1) In naking investnments for the System Trust Fund
22 | pursuant to ss. 215.44-215.53, the board shall nake no
23 | investnent which is not in conformance with the Florida
24 | Retirenment System Defined Benefit Fota—Funt—tnvestwent Pl an
25| Investnment Policy Statenent, hereinafter referred to as "the
26 | | PS ptan, " as devel oped by the executive director and approved
27 | by the board. The IPS ptan nust include, anong other itens,
28 | the investnent objectives of the System Trust Fund; permtted
29 | types of securities in which the board nay invest; and
30| evaluation criteria necessary to neasure the investnent
31| performance of the fund. As required fromtine to tine, the

35
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executive director of the board may present recomended
changes in the IPS ptan to the board for approval.

(2) Prior to any recommended changes in the |PS ptan
bei ng presented to the board, the executive director of the
board shall present such changes to the | nvestnent Advisory
Council for review. The council shall present the results of
its reviewto the board prior to the board's final approval of
the I PS ptan or changes in the |IPS pltan

Section 7. Paragraph (a) of subsection (4) of section
215.5601, Florida Statutes, is anended to read:

215.5601 Lawton Chiles Endowrent Fund. --

(4) ADM NI STRATION. - -

(a) The board may invest and reinvest funds of the
endownent in accordance with s. 215.47 and consistent with an
i nvestnent policy statenent ptan devel oped by the executive

di rector and approved by the board.
Section 8. This act shall take effect July 1, 2004.

STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
Senate Bill 1650

Restores current law to allow only active enpl oyees o
enpl oyers part|C|pat|n? in the Florida Retirenent. Sys
el ect ' to nove between the defined benefit and def d
contribution retirenent prograns.

Adds_a provision that holds the Departnent of Mna
Services and the defined benefit program of the Fl
Reti renent S%sten1harn1ess for galns and | osses at
errors nmade by enployers regarding retirenent cont

= ~0Q
==

Adds a provision that requires expenditures for acquisition of
private equity or other private investnent partnerships to be
included in the cost of the investnent for. purposes of valuing
i nvestnents nade by the State Board of Admi nistration
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