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l. Summary:

Thishill provides that an active-member position on the board of trustees of a closed chapter or
locd law plan for firefighters or police officers pensions may be held by aretired member of the
plan if the active membership of the plan hasfalen below 10. The bill aso provides thet, when
al active firefighter or police officer members of a chapter or loca law pension plan have
transferred to another Sate retirement system, the plan is to be terminated once the find benefit
payment has been made to the last participant, rather than when the last active participant
terminates employment.

Thishill amends the following sections of the Florida Statutes: ss. 175.061,175. 371, 185.05, and
185.38.

Il. Present Situation:

Chapters 175 and 185, F.S,, provide funding for municipa and specid didtrict firefighters and
police officers pension plans. Chapter 175, F.S,, was originaly enacted in 1939 to provide an
incentive -- access to premium tax revenues -- to Forida cities to encourage them to establish
retirement plansfor firefighters. Fourteen years later, in 1953, the Legidature followed suit with
chapter 185, F.S., which sets up a smilar funding mechanism for municipa police officers.
Specid fire control digtricts became eligible to participate under chapter 175 in 1993. Both
chapters set up a“ uniform retirement system” providing defined benefit retirement plans for
firefighters/police officers and setting standards for operation and funding of these pension
gystems.

Pan funding comes from four sources. Net proceeds from an excise tax levied by the city upon
property and casualty insurance companies (known as the “ premium tax”); employee
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contributions; other revenue sources, and mandatory payments by the city of any extraamount
needed to keep the plan solvent. To qudify for premium tax dollars, plans must meet
requirements found in the chapters 175 and 185, F.S. Responsibility for overseeing and
monitoring these plans lies with the Division of Retirement of the Department of Management
Services, but day-to-day operationa control rests with local boards of trustees.

Two types of plans operate under these chapters: “ Chapter” plans (plans that meet the minimum
provisons of the chapter) and “locd law” plans (plans created by specia act or loca ordinance
that may or may not be required to meet the minimum standards set forth in the chapter).

Mog Horida firefighters and municipa law enforcement officers participate in these plans.
Statewide, about 11 cities have chapter plans and 171 cities have local law plansfor firefighters
under chapter 175, F.S., and 12 cities have chapter plans and 176 cities have loca law plansfor
police under chapter 185, F.S.

In 1986, the Legidature completely revised chapters 175 and 185, F.S,, in chapters 86-41 and 86-
42, Laws of Florida. In revising both chapters, the Legidature attempted to clarify its intent to
protect pension funds and to establish minimum standards for operation and funding of plans by
adding alegidative declaration of intent in s. 175.021, F.S. Similar language was added to s.
185.02, F.S,, rlating to police plans. The congtitutiondlity of these revisons were chalenged

and upheld by the gtate courts.

In 1999, the Legidature again revised chapters 175 and 185, F.S,, in chapter 99-01, Laws of
Florida, to gpply minimum benefits and standards to al plans funded under these chapters.
Sections 5 and 45 of the law amended ss. 175.061 and 185.05, F.S., respectively, to address
membership of the boards of trustees. Sections 37 and 77 of the law amended ss. 175.371 and
185.38, F.S,, repectively, to define the term “fully funded” as used to determine when aplan out
of which members have transferred will be terminated.

Firefighter Penson Plans

Currently, s. 175.061, F.S., provides for the membership and terms of office for the board of
trustees of chapter or locad law municipa and specid fire control didrict firefighter penson
plans. Paragraph (1)(a) providesthat boards of chapter plans must congs of five members, two
of whom are legd residents of the municipaity or digtrict, who are gppointed by the governing
body of the municipality or specid fire cortrol digtrict, and two of whom are full-time
firefighters elected by a mgority of the active firefighters who are members of the plan. Chapter
or loca law plans that, on January 1, 1997, dlowed retired firefighters to vote in board eections
may continue to alow retirees to vote in such dections. The fifth member of the board isto be
chosen by amagjority of the previous four members. Each member servesfor aperiod of 2 years,
unless replaced by the governing body at whose pleasure he or she serves, and may succeed
himsdf or hersdf as atrustee. Each firefighter member may serve as trustee for a period of 2
years, unless he or she leaves the employment of the municipality or specid fire control district
as afirefighter, whereupon a successor is chosen in the same manner as an origind gppointment.
Each firefighter may succeed himsdf or hersdf in office,
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Paragraph (1)(b) provides for the membership and terms of office for the board of trustees of
locdl law municipa and specid fire control didrict firefighter pension plans. Boards of trustees
for loca law plans are asfollows:

If amunicipdity or specid fire control district has a penson plan for firefighters only, the
provisons of relating to chapter plans apply.

If amunicipdity has apenson plan for firefighters and police officers, the provisions of
relating to “chapter” plans apply, except that one member of the board be afirefighter
and one member be a police officer, each eected by amgority of the active firefighters
or police officers who are members of the plan.

Section 175.371, F.S,, provides for the transfer to another state retirement system. When every
active participant in any pension plan created under this chapter dects to transfer to another state
retirement system, the pension plan is terminated and the assets distributed in accordance with s.
175.361, F.S. If some participants elect to transfer to another state retirement system and other
participants elect to remain, the plan becomes “closed” but remainsin effect until the last active
participant has terminated employment.

Police Officer Penson Plans

Section 185.05, F.S., provides for the membership and terms of office for the board of trustees of
chapter or locd law municipa police officer pension plans. Paragraph (1)(a) provides that boards
of chapter plans must consist of five members, two of whom are legdl resdents of the
municipaity or digtrict, who are agppointed by the governing body of the municipdity, and two of
whom are full-time police officers dected by amgority of the active police officers who are
members of the plan. Chapter or locd law plans that, on January 1, 1997, alowed retired police
officersto vote in board eections may continue to alow retirees to vote in such eections. The
fifth member of the board isto be chosen by amgority of the previous four members. Each
member serves for aperiod of 2 years, unless replaced by the governing body a whose pleasure
he or she serves, and may succeed himself or hersdlf as atrustee. Each police officer member
may serve as trustee for aperiod of 2 years, unless he or she leaves the employment of the
municipality as a police officer, whereupon a successor is chosen in the same manner asan
origind gppointment. Each police officer may succeed himsdlf or hersdlf in office.

Paragraph (1)(b) provides for the membership and terms of office for the board of trustees of
locd law police officer penson plans. Boards of trustees for local law plans are asfollows:

If amunicipdity has apenson plan for police officer only, the provisons of relating to
chapter plans apply.

If amunicipdity has a pension plan for firefighters and police officers, the provisions of
relating to chapter plans apply, except that one member of the board be afirefighter and
one member be a police officer, each eected by amgority of the active firefighters or
police officers who are members of the plan.

Section 185.38, F.S,, provides for the transfer to another state retirement system. When every
active participant in any pension plan created under this chapter eectsto transfer to another state
retirement system, the pension plan is terminated and the assets distributed in accordance with s.
185.37, F.S. If some participants elect to transfer to another state retirement system and other
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participants elect to remain, the plan becomes “closed” but remainsin effect until the last active
participant has terminated employment.

Closed Plans

“Closed” plans are firefighter or police chapter or locd law penson plans that are closed to new
members but continue to function for those active (employed) members ecting to remain in the
plan. Closed plans continue to receive funding, both from the employers and the state through
the insurance premium tax proceeds, until the plan becomes “fully funded” or when the last
active employee retires. If the plan is not “fully funded” upon retirement of the last employee,
the government entity for whom the firefighters or police officers where employed must
contribute to the fund until it is fully funded. (According to the Divison of Retirement, “fully
funded” means that the present value of al benefits, accrued and projected, isless than the
available assets and the present value of future member contributions and future plan sponsor
contributions on a actuarid entry age cost funding basis)) The plan must be terminated once the
last active participant terminates employment. Section 175.361 and 185.37, F.S,, require the
board to determine how to distribute pension funds to retirees, either in lump sums, by purchase
of an annuity, or by maintaining another or subgtituted trust fund.

The Divison of Retirement reports that there are 11 "closed” plansin the state. Two plans have
no active employees, while three other plans have less than 10 active participants. Additiondly,
of the dosed plans, dl have been questioned by the division concerning their "fully funded”
datus. Seven of the 11 are or are close to becoming fully funded. When the plans are "fully
funded,” state contributions will be suspended.

Municipality Firefighter or Police Pension # of Active Employees
DaniaBeech Police 5
Deafidd Beach Police 49
Lake Park Police 1
Lantana Fre 30
North Miami Beach Fre 0
North Miami Fire 0
Oakland Park Police 67
Pompano Beach Police 140
Sarasota Fire 83
Tamarac Police 10
Vero Beech Fire 5

Source: Division of Retirement, DM S, January, 2002.
[I. Effect of Proposed Changes:

Section 1 amends s. 175.061, F.S., to require that whenever the active membership of a closed
firefighter penson plan falls below 10 members, an active member sest may be held by either a
retired member or an active member of the plan who is elected by the active and retired members
of the plan. Current law requires the seet to be held only by an active (employed) member.

Section 2 amends s. 175.371, F.S,, to require that chapter or loca law firefighter pension plans
must remain in effect until the find benefit payment has been made to the last plan participant,
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rather than until the last active participant has terminated their employment. Thiswould dlow
continued gtate funding, if necessary, until the find payment is made to the former employee.

Section 3 amendss. 185.05, F.S,, to require that whenever the active membership of a closed
police officer pension plan fals below 10 members, an active member seet may be held by elther
aretired member or an active member of the plan who is eected by the active and retired
members of the plan. Current law requires the seet to be held only by an active (employed)
member.

Section 4 amends s. 185.38, F.S,, to require that “chapter” of “loca law” police officer penson
plans must remain in effect until the find benefit payment has been made to the last plan
participant, rather than until the last active participant has been terminated.

Section 5 provides that the bill becomes effective October 1, 2002.
Constitutional Issues:

A. Municipality/County Mandates Restrictions:

None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None.

B. Private Sector Impact:
None.

C. Government Sector Impact:

The proposa would alow state contributions from the Insurance Premium Tax to
continue to fund plans that are not fully funded even though the last active participant has
terminated employment. Cities may benefit because they will not be solely responsible
for funding deficencies if penson plans are not fully funded when the last active
participant terminates employment.
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VI. Technical Deficiencies:
None.
VII. Related Issues:

The Divison of Retirement notes that no provison is made for closed penson board
membership when the remaining pension recipients are unable or incgpable of serving on the
board.

VIII. Amendments:

None.

This Senate gaff analysis does not reflect the intent or officia position of the bill’ s sponsor or the Horida Senate.




