Fl ori da Senate - 2006 SB 1670
By Senator Garcia

40-937- 06

1 A Dbill to be entitled

2 An act relating to state financial matters;

3 anmendi ng s. 121.4501, F.S.; revising the nmethod

4 for calculating interest on certain noneys

5 transferred between retirenent accounts;

6 providing for credit for mlitary service of

7 menbers of the Public Enpl oyee Optiona

8 Retirement Program anending s. 121.591, F.S.

9 prescribing procedures to followif a

10 participant in the Public Enpl oyee Optiona

11 Retirement Programreceives an invalid

12 di stribution; amending s. 215.47, F.S.

13 revising standards for determining eligibility

14 of specified savings accounts, certificates of

15 deposit, tinme drafts, bills of exchange, bonds,

16 notes, and other instrunments for investnent by

17 the State Board of Adm nistration; amending s.

18 1002.36, F.S.; confornming a cross-reference;

19 provi ding an effective date.
20
21| Be It Enacted by the Legislature of the State of Florida:
22
23 Section 1. Paragraph (c) of subsection (3) of section
24| 121.4501, Florida Statutes, is anended, and subsection (22) is
25| added to that section, to read:
26 121. 4501 Public Enployee Optional Retirenent
27| Program - -
28 (3) ELIGBILITY; RETIREMENT SERVI CE CREDIT. - -
29 (c)1l. Notwithstandi ng paragraph (b), each eligible
30| enpl oyee who elects to participate in the Public Enployee
31| Optional Retirement Program and establishes one or nore
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i ndi vi dual participant accounts under the optional program may
elect to transfer to the optional programa sum representing
the present value of the enpl oyee's accurul ated benefit
obl i gati on under the defined benefit retirenent program of the
Florida Retirenment System Upon such transfer, all service
credit previously earned under the defined benefit program of
the Florida Retirenent System shall be nullified for purposes
of entitlement to a future benefit under the defined benefit
program of the Florida Retirement System A participant is
precluded fromtransferring the accunul ated benefit obligation
bal ance fromthe defined benefit program upon the expiration
of the period afforded to enroll in the optional program

2. For purposes of this subsection, the present val ue
of the nenber's accunul ated benefit obligation is based upon
the nmenber's estimated creditable service and estimted
average final conpensation under the defined benefit program
subj ect to reconputation under subparagraph 3. For state
enpl oyees enrol ling under subparagraph (4)(a)l., initia
estimates will be based upon creditable service and average
final conpensation as of mdnight on June 30, 2002; for
district school board enployees enrolling under subparagraph
(4)(b)1., initial estimtes will be based upon creditable
service and average final conpensation as of nidnight on
Sept enber 30, 2002; and for |ocal governnment enployees
enrol | i ng under subparagraph (4)(c)1., initial estimtes wll
be based upon creditable service and average fina
conpensati on as of mi dni ght on Decenber 31, 2002. The dates
respectively specified above shall be construed as the
"estinmate date" for these enployees. The actuarial present
val ue of the enpl oyee's accurul ated benefit obligation shal
be based on the foll ow ng:

2
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a. The discount rate and other relevant actuaria
assunptions used to value the Florida Retirement System Trust
Fund at the tinme the ampunt to be transferred is deternined,
consistent with the factors provided in sub-subparagraphs b
and c.

b. A benefit commencenent age, based on the nenber's
estimated creditable service as of the estinmate date. The
benefit commencenent age shall be the younger of the
foll owi ng, but shall not be younger than the nmenber's age as
of the estimte date:

(1) Age 62; or

(I'l)y The age the nenber would attain if the nenber
conpl eted 30 years of service with an enpl oyer, assuming the
menber worked continuously fromthe estinmate date, and
di sregardi ng any vesting requirenment that woul d ot herw se
apply under the defined benefit program of the Florida
Retirement System

c. For nmenmbers of the Special Risk Class and for
menbers of the Special Risk Adm nistrative Support Cl ass
entitled to retain special risk normal retirenent date, the
benefit commencenent age shall be the younger of the
foll owi ng, but shall not be younger than the nmenber's age as
of the estimte date:

(1) Age 55; or

(I'l)y The age the nenber would attain if the nenber
conpl eted 25 years of service with an enpl oyer, assuming the
menber worked continuously fromthe estinmate date, and
di sregardi ng any vesting requirenment that woul d ot herw se
apply under the defined benefit program of the Florida

Retirement System

3

CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 SB 1670
40-937-06

1 d. The calculation shall disregard vesting

2| requirenments and early retirement reduction factors that woul d
3| otherwi se apply under the defined benefit retirenent program
4 3. For each participant who elects to transfer noneys
5| fromthe defined benefit programto his or her account in the
6| optional program the division shall reconpute the anpunt

7| transferred under subparagraph 2. not |ater than 60 days after
8| the actual transfer of funds based upon the participant's

9| actual creditable service and actual final average

10| conmpensation as of the initial date of participation in the
11| optional program |f the recomputed amount differs fromthe
12| anount transferred under subparagraph 2. by $10 or nore, the
13| division shall

14 a. Transfer, or cause to be transferred, fromthe

15| Florida Retirenment System Trust Fund to the participant's

16| account in the optional programthe excess, if any, of the

17| recomput ed anmount over the previously transferred anount

18| together with interest fromthe initial date of transfer to
19| the date of transfer under this subparagraph, based upon &

20| pereent effective annual interest equal to the assunmed return
21| on the actuarial investment which was used in the npst recent
22| actuarial valuation of the system conpounded annually.

23 b. Transfer, or cause to be transferred, fromthe

24| participant's account to the Florida Retirenent System Trust
25| Fund the excess, if any, of the previously transferred anmount
26| over the reconmputed amount, together with interest fromthe
27| initial date of transfer to the date of transfer under this
28| subparagraph, based upon 6 percent effective annual interest,
29| conmpounded annual ly, pro rata based on the participant's

30| allocation plan.

31

4
CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 SB 1670
40-937-06

1 4. As directed by the participant, the board shal
2| transfer or cause to be transferred the appropriate amounts to
3| the designated accounts. The board shall establish transfer
4| procedures by rule, but the actual transfer shall not be |ater
5| than 30 days after the effective date of the nenber's
6| participation in the optional programunless the mgjor
7| financial markets for securities available for a transfer are
8| seriously disrupted by an unforeseen event which al so causes
9| the suspension of trading on any national securities exchange
10| in the country where the securities were issued. In that
11| event, such 30-day period of tinme nmay be extended by a
12| resolution of the trustees. Transfers are not conm ssionable
13| or subject to other fees and may be in the form of securities
14| or cash as determ ned by the state board. Such securities
15| shall be valued as of the date of receipt in the participant's
16| account.
17 5. If the board or the division receives notification
18| fromthe United States Internal Revenue Service that this
19| paragraph or any portion of this paragraph will cause the
20| retirenment system or a portion thereof, to be disqualified
21| for tax purposes under the Internal Revenue Code, then the
22| portion that will cause the disqualification does not apply.
23| Upon such notice, the state board and the division shal
24| notify the presiding officers of the Legislature.
25 (22) CREDIT FOR M LITARY SERVICE. --Creditable service
26| of any nenber of the Public Enployee Optional Retirenent
27| Programshall include nilitary service in the Arnmed Forces of
28| the United States as provided in the conditions outlined in s.
29| 121.111(1).
30 Section 2. Paragraph (a) of subsection (1) of section
31| 121.591, Florida Statutes, is anended to read
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121.591 Benefits payabl e under the Public Enpl oyee
Optional Retirement Program of the Florida Retirenent
System --Benefits may not be paid under this section unless
the nmenber has terninated enploynent 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 retirenment benefits when the nenber
or beneficiary fails to tinely provide the information and
docunents required by this chapter and the rules of the state
board and departnment. In accordance with their respective
responsi bilities as provided herein, the State Board of
Admi nistration 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 information or docunents are not
recei ved. The State Board of Administration and the Departnment
of Managenent Services, as appropriate, are authorized to cash
out a de mninms account of a participant who has been
term nated fromFlorida Retirement System covered enpl oynent
for a mnimm of 6 calendar nmonths. A de minims account is an
account contai ning enpl oyer contributions and accunul at ed
earni ngs of not nore than $5, 000 nade under the provisions of
this chapter. Such cash-out must either be a conplete | unp-sum
liquidation of the account bal ance, subject to the provisions
of the Internal Revenue Code, or a |lunp-sumdirect rollover
distribution paid directly to the custodian of an eligible
retirement plan, as defined by the Internal Revenue Code, on
behal f of the participant. If any financial instrunent issued
for the paynment of retirenent benefits under this section is
not presented for paynent within 180 days after the |ast day

6
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of the nonth in which it was originally issued, the
third-party adm nistrator or other duly authorized agent of
the State Board of Administration shall cancel the instrunent
and credit the anpunt of the instrunent to the suspense
account of the Public Enployee Optional Retirenment Program
Trust Fund authorized under s. 121.4501(6). Any such anounts
transferred to the suspense account are payabl e upon a proper
application, not to include earnings thereon, as provided in
this section, within 10 years after the |last day of the nonth
in which the instrunent was originally issued, after which
time such ampbunts and any earnings thereon shall be forfeited.
Any such forfeited ambunts are assets of the Public Enployee
Optional Retirement Program Trust Fund and are not subject to
the provisions of chapter 717.

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

(a) Benefits in the formof vested accunul ati ons as
described in s. 121.4501(6) shall be payabl e under this
subsection in accordance with the followi ng ternms and
condi tions:

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

3. To receive benefits under this subsection, the
partici pant nmust be terminated fromall enploynment with al
Florida Retirement System enpl oyers, as provided in s.

121. 021(39).
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1 4. Benefit paynments may not be made until the

2| participant has been term nated for 3 cal endar nonths, except
3| that the board may authorize by rule for the distribution of

4| up to 10 percent of the participant's account after being

5| termnated for 1 calendar nonth if a participant has reached

6| the normal retirenent requirenments of the defined benefit

7| plan, as provided in s. 121.021(29).

8 5. If a nenber or former menber of the Florida

9| Retirenment Systemreceives an invalid distribution fromthe

10| Public Enployee Optional Retirement Program Trust Fund, such
11| person shall repay the full invalid distribution to the trust
12| fund within 90 days after receipt of final notification by the
13| State Board of Administration or the third-party adm nistrator
14| that the distribution was invalid. If such person fails to

15| repay the full invalid distribution within 90 days after

16| receipt of final notification, the person may be deened

17| retired fromthe Public Enployee Optional Retirenent Program
18| by the state board and shall be subject to s. 121.122. If such
19| person is deened retired by the state board, any joint and

20| several liability set out ins. 121.091(9)(c)2. becones nul

21| and void, and the state board, the Departnment of Managenent

22| Services, or the enploying agency are not |iable for gains on
23| payroll contributions that have not been deposited to the

24| person's account in the Public Enployee Optional Retirenent

25| Program pending resolution of the invalid distribution. The
26| state board shall define an invalid distribution by rule. Such
27| definition nust include distributions nade under circunstances
28| that are inconsistent with the requirements of this section

29| s. 121.091(9)., or s. 121.4501

30

31
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Section 3. Subsections (1), (2), and (5) of section
215.47, Florida Statutes, are anmended, and subsection (17) is
added to that section, to read:

215.47 Investments; authorized securities; |oan of
securities.--Subject to the limtations and conditions of the
State Constitution or of the trust agreement relating to a
trust fund, noneys avail able for investnents under ss.
215.44-215.53 may be invested as foll ows:

(1) Wthout limtation in:

(a) Bonds, notes, or other obligations of the United
States or those guaranteed by the United States or for which
the credit of the United States is pledged for the paynent of
the principal and interest or dividends thereof.

(b) State bonds pledging the full faith and credit of
the state and revenue bonds additionally secured by the ful
faith and credit of the state.

(c) Bonds of the several counties or districts in the
state containing a pledge of the full faith and credit of the
county or district involved.

(d) Bonds issued or administered by the State Board of
Admi ni stration secured solely by a pledge of all or part of
the 2-cent constitutional fuel tax accruing under the
provisions of s. 16, Art. | X of the State Constitution of
1885, as anended, or of s. 9, Art. Xl | of the 1968 revised
State Constitution.

(e) Bonds issued by the State Board of Education
pursuant to ss. 18 and 19, Art. Xl I of the State Constitution
of 1885, as anended, or to s. 9, Art. Xl| of the 1968 revised

State Constitution, as anended.
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(f) Bonds issued by the Florida Qutdoor Recreationa
Devel opnent Council pursuant to s. 17, Art. I X of the State
Constitution of 1885, as anended.

(g) Bonds issued by the Florida State |nprovenent
Commi ssi on, Florida Devel oprent Conm ssion, Division of Bond
Fi nance of the Departnent of General Services, or Division of
Bond Finance of the State Board of Admi nistration.

(h) Savings accounts in, or certificates of deposit
of , any bank, savings bank, or savings and | oan associ ation
i ncorporated under the laws of this state or organi zed under
the laws of the United States doing business and situated in
this state, the accounts of which are insured by the Federa

Government or an agency thereof having a prinme quality of the

hi ghest letter and nunerical ratings as provided for by at

| east one nationally recognized rating service, A—ahr—afpuht
that—dees—not—exececed—15—percent—ofthenet—worthofthe

. . o I . I
StateBoard—efAdmnistratien— provi ded such savi ngs accounts

and certificates of deposit are secured in the manner

prescribed in chapter 280.

(i) Notes, bonds, and other obligations of agencies of
the United States.

(j) Conmercial paper of prine quality of the highest
letter and nunerical rating as provided for by at |east one
national ly recogni zed rating service

(k) Tinme drafts or bills of exchange drawn on and
accepted by a comrercial bank, otherw se known as banker's
accept ances, which are accepted by a nenber bank of the

Federal Reserve Systemof prinme quality of the highest letter

and nunerical ratings as provided for by at |east one

10

CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

Fl ori da Senate - 2006 SB 1670
40-937-06

nationally recognized rating service havinrgtotal—deposits—of
preot—-ess—thar—$400—mt+Hion.

(I') Negotiable certificates of deposit issued by

domestic or foreign financial institutions in United States

dollars of prine quality of the highest |etter and nunerica

ratings as provided for by at | east one nationally recogni zed

rating service

(m Short-term obligations not authorized el sewhere in
this section to be purchased individually or in pooled
accounts or other collective investnent funds, for the purpose
of providing liquidity to any fund or portfolio.

(n) Securities of, or other interests in, any open-end
or cl osed-end managenent type investnment conpany or investnent
trust regi stered under the Investnent Conpany Act of 1940, 15
U.S.C. ss. 80a-1 et seq., as anended fromtinme to tine,
provi ded that the portfolio of such investnent conpany or
investment trust is limted to obligations of the United
St ates Governnment or any agency or instrunentality thereof and
to repurchase agreenments fully collateralized by such United
St ates Governnent obligations and provided that such
i nvest ment conpany or investnment trust takes delivery of such
collateral either directly or through an authorized custodi an.

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

(a) Bonds, notes, or obligations of any nunicipality
or political subdivision or any agency or authority of this

state, if the obligations are rated investnent grade by at

| east one nationally recognized rating service suech

11
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1| ebHgatieonrs—in—anyonre—ofthetwohighestelassifications

2| heretofore—nentioned.

3 (b) Notes secured by first nortgages en—+Hloerida—+eal
4| preperty, insured or guaranteed by the Federal Housing

5| Administration or the United States Departnent of Veterans

6| Affairs.

7

8

9

10

11

12

13

14

15

16

17

18

19
20 (c) e Mortgage securities which represent
21| participation in or are collateralized by nortgage | oans
22| secured by real property. Such securities must be issued by an
23| agency of or enterprise sponsored by the United States
24| Governnent, including, but not limted to, the Governnent
25| National Mortgage Association, the Federal National Mbrtgage
26| Association, and the Federal Honme Loan Mrtgage Corporation.
27 (d) ey Goup annuity contracts of the pension
28| investnment type with insurers licensed to do business in this
29| state which are rated investnent grade by at |east one
30| nationally recognized rating service;—exeept—that—anrpunts
31
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. I Lo . | 2
pereent—ef—its—assets.

(e Certain interests in real property and rel ated
personal property, including nortgages and related instrunents
on conmercial or industrial real property, with provisions for
equity or income participation or with provisions for
convertibility to equity ownership; and interests in
col l ective investment funds. Associ ated expenditures for
acqui sition and operation of assets purchased under this
provi sion or of investnments in private equity or other private
i nvestment partnerships or limted 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 nanme 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 agr aph shall not be considered state | ands or public |ands
and property as defined in chapter 253, and the provisions of
that chapter do not apply to such real property.

(f)ée>r Fixed-income obligations not otherw se
authorized by this section issued by foreign governnents or
political subdivisions or agencies thereof, supranationa
agenci es, foreign corporations, or foreign conmercia
entities, if the obligations are rated investnent grade by at
| east one nationally recognized rating service

() A portion of the funds avail able for investnent
pursuant to this subsection may be invested in rated or
unrat ed bonds, notes, or instruments backed by the full faith

and credit of the governnent of |srael

13
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(h)¢ Onligations of agencies of the governnment of
the United States, provided such obligations have been
i ncluded in and authorized by the Florida Retirement System
Defined Benefit Plan Investnment Policy Statenent established
ins. 215.475.

(i) United States doll ar-denoni nated obligations
i ssued by foreign governments, or political subdivisions or
agenci es thereof, supranational agencies, foreign
corporations, or foreign comercial entities.

(j)Ha Asset-backed securities not otherw se
authorized by this section.

(5) Wth no nore than 25 286 percent of any fund in
corporate obligations and securities of any kind of a foreign
corporation or a foreign comercial entity having its
principal office |located in any country other than the United
States of Anerica or its possessions or territories, not
i ncluding United States doll ar-denom nated securities |listed
and traded on a United States exchange which are a part of the
ordi nary investnment strategy of the board.

(17) The State Board of Adm nistration may sell short

any of the securities and investnments authorized under this

section.

Section 4. Paragraph (e) of subsection (4) of section
1002.36, Florida Statutes, is anended to read:

1002.36 Florida School for the Deaf and the Blind.--

(4) BOARD OF TRUSTEES. - -

(e) The board of trustees is invested with full power
and authority to:

1. Appoint a president, faculty, teachers, and other
enpl oyees and renove the sanme as in its judgnment nay be best
and fix their conpensation.

14
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1 2. Procure professional services, such as nedical

2| nmental health, architectural, and engi neering.

3 3. Procure legal services without the prior witten

4| approval of the Attorney General

5 4. Determine eligibility of students and procedure for
6| admi ssion.

7 5. Provide for the students of the school necessary

8| bedding, clothing, food, and nedical attendance and such ot her
9| things as may be proper for the health and confort of the

10| students without cost to their parents, except that the board
11| of trustees may set tuition and other fees for nonresidents.
12 6. Provide for the proper keeping of accounts and

13| records and for budgeting of funds.

14 7. Enter into contracts.

15 8. Sue and be sued.

16 9. Secure public liability insurance.

17 10. Do and perform every other matter or thing

18| requisite to the proper nmanagenent, nmintenance, support, and
19| control of the school at the highest efficiency economcally
20| possible, the board of trustees taking into consideration the
21| purposes of the establishnment.

22 11. Receive gifts, donations, and bequests of npney or
23| property, real or personal, tangible or intangible, from any
24| person, firm corporation, or other |legal entity. However, the
25| board of trustees may not obligate the state to any

26| expenditure or policy that is not specifically authorized by
27| law. If the bill of sale, will, trust indenture, deed, or

28| other legal conveyance specifies ternms and conditions

29| concerning the use of such noney or property, the board of

30| trustees shall observe such terns and conditions.

31
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12. Deposit outside the State Treasury such noneys as
are received as gifts, donations, or bequests and may di sburse
and expend such noneys, upon its own warrant, for the use and
benefit of the Florida School for the Deaf and the Blind and
its students, as the board of trustees deens to be in the best
i nterest of the school and its students. Such noney or
property shall not constitute or be considered a part of any
| egi sl ative appropriation, and such noney shall not be used to
conpensate any person for engaging in | obbying activities
before the House of Representatives or Senate or any conmittee
t her eof .

13. Sell or convey by bill of sale, deed, or other
| egal instrunment any property, real or personal, received as a
gi ft, donation, or bequest, upon such ternms and conditions as
the board of trustees deens to be in the best interest of the
school and its students.

14. Invest such nobneys in securities enunerated under
s. 215.47(1), (2 (c) 26, (3), (4), and (9), and in The
Common Fund, an Investnent Managenent Fund excl usively for
nonprofit educational institutions.

Section 5. This act shall take effect July 1, 2006.

R I R R R O S S R

SENATE SUMVARY

Makes various revisions with respect to state financia
matters. Revises the interest rate for noneys transferred
in a public enployee optional retirenent program
participant's account. Clarifies that nmenbers of the
program receive credit for mlitary service. Provides for
repaynment of invalid distribution of program benefits.
Revises the criteria for determning eligibility of
certain investnents to beconme repositories of investnents
by the State Board of Adm nistration.
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