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AGENDA
JOINT LEGISLATIVE AUDITING COMMITTEE

DATE: Monday, February 15, 2010
TIME: 4:00 p.m. to 6:00 p.m.
PLACE: Room 309, The Capitol

MEMBERS: Representative Greg Evers, Chair
Senator Alex Diaz de la Portilla, Vice Chair

Senator Andy Gardiner Representative Betty Reed

Senator Charlie Justice Representative Dwayne L. Taylor
Senator Jeremy Ring Representative John Tobia

Senator Stephen R. Wise Representative Charles E, Van Zant

1. Presentation by the Governor’s Office on the Federal Stimulus Funds

2. Continuation of discussion regarding the Department of the Lottery
related to the Auditor General’s audit of the financial statements and
OPPAGA’s two reviews

3. Demonstration of the Transparency Florida website

4. Discussion of the Committee’s report required by the Transparency
Florida Act

5. Presentation of OPPAGA Report No. 10-15, Several Options Are
Available for Modifying the Florida Retirement System’s Structure to
Reduce System Costs, and presentation of reviews concerning DROP
and state employee benefits




Presentation by the Governor’s Office on the
Federal Stimulus Funds



Charlie Crist, Governor
Don Winstead, Special Advisor

The American Recovery and
Reinvestment Act of 2009
Federal Stimulus Update

Joint Legislative Auditing
Committee

February 15, 2010

[ T T i e e
Foonomue Beoovern,

The American Recovery and Reinvestment Act of 2009
Purposes

{1) To preserve and create jobs and promote economic recovery.

{2) To assist those most impacted by the recession.

(3) To provide investments needed to increase economic efficiency by
spurring technological advances in science and health.

{4) To invest In transportation, environmental protection, and other
infrastructure that will provide long-term economic benefits.

{5} To stabilize State and local government budgets, in order to minimize
and avoid reductions in essential services and counterproductive State

and local tax increases.
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Organizing The People . Chief Inspector General
» Agency Inspectors
The TaSk } The Governor J General
T TN + Director of Open
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Government
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State Agencies
Office of Policy and
Budget

Florida’s Washington
Office

Local Government
Other Stakeholders

Eeanenue Recovers

Overview of the Act
Division B
Tax, Unemployment, Health, State Fiscal
Relief, and Other Provisions

House Ways and

Division A
Appropriation Provisions

Means Committee

House and House Energy and
Sengtg Commerce
Appropriations Committee
Committees

Senate Finance
Committee
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Economde Recovery

Division A
Appropriation Provisions

*  TITLE —AGRICULTURE, RURAL DEVELOPMENT,
FOOD AND DRUG ADMINISTRATION, AND
RELATED AGENCIES

«  TITLE i—COMMERCE, JUSTICE, SCIENCE, AND
RELATED AGENCIES

= TITLE II—DEPARTMENT QF DEFENSE

*  TITLE IV—ENERGY AND WATER DEVELOPMENT

«  TITLE V—FINANCIAL SERVICES AND GENERAL
GOVERNMENT

e TITLE VI—DEPARTMENT Of HOMELAND
SECURITY

e TITLE VII—INTERIOR, ENVIRONMENT, AND
RELATED AGENCIES

+ TITLE VIli--DEPARTMENTS OF LABOR, HEALTH
AND HUMAN SERVICES, AND EDUCATION, AND
RELATED AGENCIES

*  TITLE IX—LEGISLATIVE BRANCH

+  TITLE X—MILITARY CONSTRUCTION AND
VETERANS AFFAIRS AND RELATED AGENCIES

*  TITLE XI—STATE, FOREIGN OPERATIONS, AND

RELATED PROGRAMS

Sl B 1 B
Féamome Recovers

Division A
Appropriation Provisions

TITLE XII—TRANSPORTATION, HOUSING AND URBAN
DEVELOPMENT, AND RELATED AGENCIES

TITLE XHI—HEALTH INFORMATION TECHNOLOGY
TITLE XIV-~STATE FISCAL STABILIZATION FUND

TITLE XV—ACCOUNTABILITY AND TRANSPARENCY
TITLE XWI—GENERAL PROVISIONS—THIS ACT

Division B Tax, Unemployment, Health, State
Fiscal Relief, and Other Provisions
TITLE I—TAX PROVISIONS

TITLE 11—ASSISTANCE FOR UNEMPLOYED
WORKERS AND STRUGGLING FAMILIES

TITLE {II—PREMIUM ASSISTANCE FOR COBRA
BENEFITS

TiTLE W-—MEDICARE AND MEDICAID HEALTH
INFORMATION TECHNOLODGY; MISCELLANEOUS
MEDICARE PROVISIONS

TITLE V—STATE FISCAL RELIEF

TITLE VI—BROADBAND TECHNOLOGY
OPPORTUNIT{ES PROGRAM

TITLE WII—LIMITS ON EXECUTIVE
COMPENSATION 5

P TITLE |- AGRICULTURE, RURAL DEVELOPMENT,
FO00 AND DRUG ADMINISTRATION, ANTY

RELATED AGENLCIES

Division B Tax, Unemployment, Health, State

Fiscal Relief, and Other Provisions

TITLE {—TAX PROVISIONS
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Feanomic Recovery

Reporting Categories

* Subject to Section 1512 Reporting
(Federal Appropriations — Primarily in Division A)
— Grants

* By or Through State Agencies
* local Government and Other Entities

— Federal Contracts

— Federal Loans

* Not Subject to Section 1512 Reporting
— Payments to Individuals (Primarily in Division B)
— Tax Relief ‘

e

R ST
CHIOTIC PLaoCover

Reporting Requirements

RECIPIENT REPORTS.—Mot fater than 10 days after the end of each calendar quarter, each recipient
that received recovery funds from a Federzl agency shall submit a report to that agency that
contains—
{1) the total amount of recovery funds received from that agency;
{2) the amount of recovery funds received that were expended or obligated to projects or activities; and
{3) a detailed list of alE projects or activities for which recovery funds were expended or obligated, including—

{A) the name of the project or activity;

{B) a description of the project or activity;

{C} an evaluation of the completion status of the project or activity;

{D} an estimate of the number of jobs created and the number of jobs retainad by the project or activity; and

(E) forinfrastructure investments made by State and local governments, the purpose, total cost, and rationale
of the agency for funding the infrastructure investment with funds made available under this Act, and
name of the person to contact at the agancy if there are concerns with the infrastructure investment.

{4) Detailed information on any subcontracts or subgrants awarded by the recipient to include the data elements
required to comply with the Federal Funding Accountability and Transparency Act of 2006 .

2122010




FlaReporting
[State Agencies Onjy)

* CFice of Econcmit
Recovery

* OPB Reviewers

+1G & Accountability
Reviewers
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FlaReporting System
Review and Work Flow Controls
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Audits and Reviews

GAO
— Bi-monthly reports on 16 states
— Special Reports on topics

Auditor General

— OMB Pilot Project

— Single Audit Act

— Audit of FlaReporting

12




anomic Recovery

Update

January 2010 Reporting
For the October 2009 — December 2009 Quarter

Summary Report
December 31, 2009 as of January 30, 2010

Number of A g
P Awards or nnounced or Awarded Expendesd Received! Invoiced
Expected
Contracts
3 [1512 Granls State Agencies {1} 600 $6,554,800,408 | %5.537,032,877 | §1,038402,359 ( $2,172,6803,811
2 |1512 Granls Other Entities 1,298 $1,600,751,089 | $1,690,751,088 | $117,174,543 $122,043,407
3 14512 Granis Subtotal 1,898 $8,245,551,497 | $7,227,783,966 | $1,155,576,902 | $2,294,847.218
+ [1512 Contracts 351 $422,638,286 5422 638,286 $119,884,971 $119,884,971
3 [45%2Loans 7 316,207,500 $16,207,500 $205,374 $206,374
] S.ubtutai 1512 2,256 $8,684,397,282 | $7,666,629,751 | $1,275,667,247 | $2,414,937,562
7 |Non-1512 Grants (2} 13 $8,335,616,587 | $5354,016,342 | $5356,531,544
8 [Totat 2,269 517,020,013,869 | $13,020,646,093 | $6,632,198,790

14
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Feamnmic Becovery

Recovery Act Awards to Florida
Division A - Grants, Loans, Contracts by Federal Agency

$3.2B

$3,500,000,000

= Total $7.67 Billion
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Feonomie Recover

New Jobs Calculation

* For the reports through September 30, 2009,
the Jobs were shown as F.T.E.s cumulatively
through September 30, 2009.

« On December 18 the Federal Office of
Management and Budget issued new revised
guidance mandating that the Jobs calculation
be based on F.T.E.s for the quarter.

2/12/2010




IO Recovery

New Jobs Calculation

Guidance

+ Determine the total number of hours worked by an
employee in a Recovery Act job for the quarter. Divide the
Total Hours by the guarterly hours in a full-time schedule.

« If a full-time schedule is 40 hours a week, multiply 40
hours x 52 weeks = 2,080 Total Hours per year. Divide
2,080 Total Hours by 4 to equal 520 quarterly hours.

Example

+ If a full-time employee began work on December 4, 2009
and worked for the rest of the month (20 days at 8 hours
per day = 160 hours}.

* This would equal 0.31 FTE (160 divided by 520).

I ENSCEACISRLIE & S [
Econniud Recovery

Jobs Estimates
December 31, 2009 as of January 30, 2010

Total Estimated
Jobs Direct and
Actual Indirect
Workers {State Agency
Funds both 1532
and non-1512)

66,600
{under review}

Row Jobs (FTE}

1 {1512 Grants Slate Agencies (1) 30,646.84] 62,020

2 11512 Grants Other Entities 333548
3 |1512 Grants Subtetal 33,982.32
4 |1812 Contracts 983 .47

5 (1512 Loans

6 [Subtotal 1512

21,100
{under review)
87,700

{Under review}
DRAFT

7 [Non-1512 Grants (2)

& (Tetal

Coauneil of Ecoromic Advisors Midguarier Estimate {4} 112,000

17
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RECOVERY ACT SUMMARY
December 31, 2009 Data as of January 30, 2010

The attached report summarizes information on Recovery Act awards, expenditures and jobs
for activities through December 31, 2009, as reported by January 30, 2010. This information
includes submissions by state agencies as well as other local agencies receiving Recovery Act
funds. '

The information is based on detailed state data reports downloaded from the Recovery.gov
federal web site. The information submitted by state agencies has been cross-checked with the
information uploaded from a centralized state reporting system and the totals have been
verified.

The Recovery Act is divided into two major sections called divisions. Funds appropriated in
Division A are subject to special reporting requirements including award amount, expenditures,
and jobs {in full-time equivalents or FTEs). These reporting requirements are found in section
1512 of the Recovery Act, referred to as the “1512 reports.”

Of the $17 billion in Recovery Act funds expected to come to Florida, approximately $8.7 bitlion
is subject to the section 1512 requirements, with $6.5 billion of that amount coming through
state agencies. The remaining section 1512 awards go directly to cities, counties and other
organizations.

The overall Recovery Act funds also include approximately $8.3 billion that goes directly to
individuals. This includes unemployment compensation, Medicaid, increased food stamp
benefits, etc. These Non-Section 1512 reports are not required to be reported to the federal
reporting system. Information on these programs is included on the attached summary on the
row, Non-1512 Grants.

The Jobs (FTE) information is based on direct jobs in section 1512 programs using the
calculation of full-time equivatents. In the first reports filed in October, these calculations were
- cumulative. On December 18, the federal government changed the calculation method and the
information for the quarter ending December 31, 2009, is to be a quarterly calculation —not a
cumulative figure.




Florida Recovery Act Summary
January 30, 2010
Page 2

lobs (FTE} calculations are based on the number of hours in a quarter. For example, if a person
began work in a Recovery Act funded job in mid-December and worked 80 hours by December
31, this would count for 80/520 = 0.15 FTE. If the position is partially funded by Recovery Act
funds, the FTE count would be adjusted proportionally. For example, if the position was funded
80% by the Recovery Act, this would count as 0.12 FTE. The FTE count includes direct jobs only.
Indirect jobs (like jobs by suppliers} are not included.

The Actual Worker count is based on a “head-count” of the actual workers. For example, in the
above iilustration, the number of actual workers would be 1. This is a state-only count that is
not captured by the federal reporting system. It is provided for context purposes.

The attached information also includes job estimates from economists in the Governor’s Office
of Policy and Budgeting. These.estimates are based on the REMI model, a dynamic forecasting
and policy analysis tool used to estimate changes in economic variables such as the number of
jobs and other economic variables. The REMI model is a widely accepted forecasting tool.
These calculations permit us to estimate the overall job impacts, both direct and indirect jobs,
for all the funds flowing through state agencies. Overall, the estimated job impact is 87,700 for
Florida. These estimates may be further revised when analysis is updated based on the fatest
available data from the Recovery.gov web site.

In addition to the state estimates, the Council of Economic Advisors {CEA} has released a
quarterly report on overall macroeconomic impacts. This analysis includes the impact of both
spending and tax reduction provisions of the Recovery Act. The CEA analysis includes analysis
of gross domestic product {GDP} and other indicators. The CEA report includes a “mid-quarter”
estimate of jobs impact for Florida of 112,000 {Table 5, page 21). The report also provides an
"end of quarter” national estimate. Based on this national estimate, we can estimate an end of
quarter job impact for Florida of 128,800.

The attached summary also includes information on funds awarded, expenditures and the
amount of funds received or invoiced. The received/invoiced information has changed since
the preliminary report of January 15 due to a decision by the USDOT Federal Highway
Administration requiring states to report all funds awarded as “received or invoiced.” This
increased the funds received/invoiced total by $1.1 billien.
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Florida Inspectors General
Oversight Activities

Joint Legislative Auditing Committee
February 15, 2010

Melinda M. Miguel
Chief Inspector General
Executive Office of the Governor
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o T RECOVERY ACT

States’ and Localities’
Current and Planned
Uses of Funds Whiie
Facing Fiscal Stresses
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The Chief Inspector General designated
the following workgroups to oversee
ARRA.

They are:

Chair Ned Luczynski RISK ASSESSMENT
Chair: Ron Russo REPCRTING
Chair: Sheryl Steckler DATA QUALITY
Chair: Bob Clift FRAUD DETERRENCE
Chair: James Mathews SPECIAL ISSUES

Agency Inspectors General and Staff
participate on each of these
warkgroups.

Inspectors General Provide Oversight

« Fraud Training

« Data Quality Reviews

* Internal Control Reviews
» Audits

2M12/2010




Agency Inspectors General
Agency Risk Readiness

Risk Assessments/Surveys
Audit Work Plans

Internal Control Reviews
Data Quality Reviews
Contract and File Reviews
Review Prior Audit Findings
Website

OIG Capacity Analysis

T r Cneral
Aunerican Rasay ur Act of 2009
=i eadiue: Review

Fetfornned 3y
of Revier:

Crenment Ry
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1512 Reporting Data Review

» Data Quality Reviews

« Data Review Protocols

+ Data Quality Check Sheet

» Technical Assistance on Validating Static and
Variable Data Elements

Data Quality Meetings with Agencies

. -
R |

Gewdi + % Chedc v 33 Tramlads - 5 AutoRd T

| HOME | &RRA | ACCREDITATION | NEWS | aBGUT | UBRARY | FAQ | COMTALT |

= Welcome to the Florida
Inspectors General web sita,

I am privileged to serve as
Florida's Chief Inspector
General, appoinied in January
2007 by Govemor Charlie
Crist. It is wuly an honorto be
part of  profession that
serves such an impomant role
inensuring that the people of et
Florida are receiving faic value = -
for their tax doliars. As mandated by lhe Flonda
Inspeclor General Act of 1894, our missior is 10
promate economy, sificiency, and effectiveness
i stats government and detect, detsr, and
prevent fraud, waste, and abuse. Every state
agency has an inspector general who achieves
their mission through conducting professianal

.
i
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Department of Transportation Newsletter
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Report Fraud, Waste and Abuse

You have three options for reporting fraud, waste or abuse:

Option 1: Related to Recovery &ct - ARRA Complaint Ferm

Use this form if you befieve your complaint involves the use of funds in conjunction with the American
Reinvestment and Recovery Act of 2009. Your completed ARRA compaint form will be submitted to the Office of
the Chief Inspsctor Ganaral and coordinated with the appropriate agsncy. You will be notified of the disposition of
your compiaint.

Option 2: Whistle-Blower - Whistle-Blower Cemplaint Form

Use this form if you believe you qualify for Whistle-blawer status under Section 112.3187 of Florida Statutes. Your
complaint will be reviewed and assessed upon receipt and someons in either the Agency Inspector General's
Qffice or the Chief Inspactor General's Office will advise you inwriting of whether your complaint mests stalutory
requirements to be designated as a whistis-blower compiaint. A determination will also be mads whether the
complaint warrants investigation by the Inspector General, or whether a referral to another eniity {such as
managerent) is more appropriais.

Option 3: Agency-Specific Complaint - Select an Agency
Select an agency from our Contact page 1o file a complaint directy with that agency. The Chief Inspector General
will not receive a copy of your complaint through this option.
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Melinda M. Miguel
Chief Inspector General
Florida Executive Office of the Governor
850-922-4637
melinda.miguel@myflorida.com




Continuation of discussion regarding the Department
of the Lottery related to the Auditor General’s audit of
the financial statements and OPPAGA’s two reviews



Department of the Lottery

Please see JLAC Meeting Packet for February 1, 2010

For Auditor General Report No. 2010-082, see the Auditor General’s
website

http://www.myflorida.com/audgen/

For OPPAGA Report Nos. 10-16 and 10-17, see OPPAGA’s website

http://www.oppaga.state.fl.us/




Demonstration of the
Transparency Florida website



Home - Transparency Florida Page 1 of 1

Welsome (o the Transpareney Florlda Wabsile

The Florida Legistature created Transparency Flerida to provide the public with
unprecedented access to state government spending infermation by posting
Flerida's operating budget and associated expenditure records online.

Transparency Florida is designed to provide a current, continually updated
piclure cof the state’s operating budget as well as daily expenditures made by
state agencies. The numbers are updated nightly as funds are released to
agencies, transferred between budget categories, and payments are written for
goods and services.

This site is a work in progress; in the coming months our geal is to add more
information regarding individual expenditures, vendor payments, and cther
levels of government speniding. Qur desire is to increase fiscal accountability in
state spending by providing citizens with a useful tool for understanding how
their {ax doliars are being appropriated and spent.

Guiting Slarted

Please take a few moments fo explore the site. First time users, please review
the Training Oygrview for generat information about the data and fips on how
f0 navigate this site. A glossary of terms and definitions is alsc provided
under Site Information.

By taking a morment to explore these docurmnents, you will be betler equipped to
realize the full potential of this site. To navigate, use the tabs or “breadcrumb”
links that appear zt the top of the screen. Within the Operating Budget tab you
can browse by agency, which enables you to view individual expenditures within
specific program areas, or by bifl format 1o review proviso or bil text.

Additional intormation associated with data on this site is maintained by each
state agency. We have included a list of agency contacts sheuld you have
additional questions, need more information, or wish fo make a public records
request.

Properly of the State of Florida Privacy Statament

Home FPage

hitp://transparencyflorida.gov/cgi-bin/cognosisapi.dll?b_action=xts.run&m=portal/ coxts& g... 2/9/2010



Operating Budget - Transparency Florida : o Page 1 of 1

View Operating Budget - Statewide | View Dperating Budge! By Agency View Operating Budget in Bili Format

QOperating Budget - Statewide Operating Budget Positions i

Fiscal Year | 200510

{7} General Revenue 1) View Table
W pd

£ Trust Funds 3 View Chart

& All Funds

Operating Budget Appropriations Urs::egrs:'d Approved Budget Releases Apﬂ:“_':]gfsggget Disbursements
General Revenue 21,298,685,178 31,359,810 21,287,325,368 16,316,138,003 4,051,187,365  12,884,660,611.73
Trust Funds 51,205,198,533 196,868,023 51,086,330,510 49,590,808,333 1,495,722, 177  1B,370,544,564.95
Totai72,583,883,711 230,227,833 72,353,655,878 65,906,746 336 6,4465,909,542 31,255,205,176.68
Appropriations and Approved Budget
| Appropriations Bill {GAA) - Laws of .
07/1/08 . [Florida, Chapter 2008-81 (Senata Bill |86,536,360,098 i 66,536,360,098
) 600}
L lAppropriations Bill {GAA) - Laws of
7/1/0%  [Florida, Chapter 2009-81 (Senate Bill [0 629,473,359 629,473,359
2600)
‘ Executive Office of Lhe Govermnor
07/1/09  |Distribution: of General Appropriations 31,188,415 0 31,188,415
et Lump Sum Line-ltems
Executive Office of the Govemor
07/1/09  [Distibution of General Appropriations {31,168,415 (] 31,168,415
! lact Lump Sum Line ltems
iTotal Operating Budget - All Funds 72,583,883,711 230,227,833 72,353,655,878
Releasas
L) lappropriations Bill (GAA) - Laws of
7117098 [Florida, Chapter 2009-81 (Senate Bill 47,870,437 548
\ 2603)
| [Approprations - Sections in back of
g7Ho9 the Ganeral Appropriations Act (GAA) 1,482,833
Budget Amandment BO021 -
p7nio9 Department of Community Affairs 167.652
Budget Amendment BOO22 -
07/1/09  |Deparment of Chidren and Family 2,238,517
Services .
# Budget Amendment B0G26 - Agency .
D709 e viingktnree Innenation 521,800
iTotal Releases 85,806,746,336
Disbursements
[ View Disbursements by Object
Operational 29,422 857,417.71
Fixed Capital Outlay 1,832,347,756,97]
Total Disbursements 31,255,205,176.68)

Disclaimer Property of the State of Florida Privacy Statement

Operating Budget Page - Statewide

http://transparencyflorida.gov/cgi-bin/cognosisapi.dli?b_action=xts.run&m=portal/cc.xts&... 2/9/2010




Operating Budget - Transparency Florida

Page 1 of 1

Home Operating Budget i Reports i Links }

!

) : View Operating Budget - Statewide

View Operating Budget By Agency

View Operating Budget By Agency

View Operating Budget in Bill Format

%Agem:y

Fiscal Year 200910

Fiscal Year Budget

: 200910
i Dollars Positions
ADMINISTERED FUNDS 68,612,883 0.00
AGENCY FOR HEALTH CARE ADMINISTRATION 18,242,499,944 1,672.50
AGENCY FOR PERSONS WITH DISABILITIES 1,085,072,936 3,403.00
AGENGY FOR WORKFORGE INNOVATION 1,802,934 444 1,633.00
QSE:%BIE;HEE AND CONSUMER SERVICES, DEPARTMENT OF, AND COMMISSICNER OF 341,196,642 2,658.75
BUSINESS AND PROFESSIONAL REGULATION, DEPARTMENT OF 130,243,252 1,580.75
ICHILDREN AND FAMILY SERVICES, DEFARTMENT OF 3,026,712,342 13,268.50
‘CJTRUS DEPARTMENT OF 68,826,033 88.00
COMMUNITY AFFAIRS, DEPARTMENT OF 1,415,613,834 346.00
CORRECTEONS DEPARTMENT OF 2,617,471,432 30,522.00
,EDUCATION DEPARTMENT OF 22,158,163,682 3,198.00
ELDER AFFAIRS, DEPARTMENT OF 718,589,386 427.00
ENVI RONMENTAL PROTECTION, DEPARTMENT OF 1,450,018,629 3,558.50
FINANCIAL SERVICES, DEPARTMENT OF 285,772,225 2,793.50
FISH AND WILDLIFE CONSERVATION COMMISSION 296,915,350 1,947.00
GOVERNOR EXECUTIVE OFFICE OF THE 347,870,874 325.00
HEALTH DEPARTMENT OF 3,058,134,948 17,106.50
HIGHWAY SAFETY AND MOTOR VEHICLES, DEPARTMENT CF 396,258,985 4,584.00
LUSTICE ADMINISTRATION 1,195,957 ,065 10,041.75
LJUVEN]LE JUSTICE, DEPARTMENT OF 618,934,053 4,856.00
by ENFCRCEMENT, DEPARTMENT OF 365,108,883 1,791.00
lLEGAL AFFAIRS, DEPARTMENT OF, AND ATTORNEY GENERAL 187,407,747 1,337.50
|LEGISLAT|UE BRANGH 268,684,226 1,880.68
ILDTTERY DEPARTMENT OF THE 138,145,363 438,00
MANAGEMENT SERVICES, DEPARTMENT OF 610,773,848 1,266.00
MILITARY AFFAIRS, DEPARTMENT OF 78,076,715 340,00
‘PAROLE COMMISSION 8,135,718 128.00
'PUBLIC SERVICE COMMISSION 27 876,696 328.00
REVENUE, DEPARTMENT OF 553,029,598 5,178.00
STATE COURT SYSTEM 451,636,262 4,325.50
STATE DEPARTMENT GF 80,682,499 43900
QRANSPORTATION DEPARTMENT GF 10,416,217,782 7,426.00
ETERANS' AFFAIRS, DEPARTMENT GF 75218847 980.50
LI'c)lal Agencies 72,583,883,711 130,727.93

Disclaimey

http://transparencyflorida.gov/cgi-bin/cognosisapi.dll?b_action=xts.ran&m=portal/cc.xis&...

Property of the State of Florida

Privacy Staternent

View Budget By Agency

2/9/2010




Reports - Transparency Florida Page 1 of 1

T

Home _}_ Qperating Budget ! Reparts E Links i Site Informaticn s

Comparison Reports

Disbursements By Agency/Object
This report provides a comparison of operafional disbursements for FY 2008-09 against operational disbursements for FY 2009-10 by Agency and then by Object

(types of service, material, or other charge received or rendered) within the sefected Agency. The disbursements are also reported and grephed by month.

Disbursements By Category/Object
This report provides a comparison of operafional disbursements for FY 2008-09 against operational disbursements for FY 2005-10 by Category {major

expenditure classification) and then by Ohject {fypes of service, materiai, or charge received or rendered) within the selected Category. The disbursements are
also reporied ant graphed by month.

Disbursements By Object/Agency
This report provides a comparison of operational disbursements for FY 2008-09 against apergtional disbursements for FY 2009-10 by Otject (fypes of Service,

material, or other charge raceived or rendered) and then by Agency for the selected Qbject. The disbursements are also reporied and graphed by month.

Other Reports

Operating Budget By Expenditure Type
This report provides the fotal Operaling Budget and Disbursements by the following Expenditure Types: General Operations, Medicaid/TANF, Aid to Local

Govemments, Fixed Capital Outlay, DOT Work Program, Debt Service, and Pension Benefits/Claims.

Operating Bugdget By Fund Source
This report provides the total Opereling Budget by the following Fund Scurces: General Revenue, Tobacco Setflerent Trust Fund, Educalion Enhancement

Trust Fund, and all other Trust Funds.

Operating Budget By Program Area .
This report provides the total Operating Budge! and Disbirsements by the following Program Areas: Edticalion, Human Services, Criminal Justice and

Corrachions, Nature! Resources/Environment/Growth Management/Trensportation, General Govemment, and Judicial Branch. The option to view this report by
General Revenue Fund, Trust Funds, or Alf funds is also avallable.

Disclaimar : Properly of the State of Florida Privacy Statement

Reporl Info

hitp://transparencyflorida.gov/cgi-bin/cognosisapi.dll?b_action=xts.ran&m=portal/cc.xts&... 2/9/2010



Links - Transparency Florida Page 1 of 1

Home Dperating Budget i Reports i Links ! Site Information ;

Fiscal Analysis in Brief
The Fiscal Analysis in Briefis an annual report prepared and published by the Fiorida Legisiature. Jt summarizes fiscal and budgetary information for a given
fiscal year, This link navigates to the report for Fiscal Year 2009-2010. This report is Jocated on the Flarida Fiscal Porfal.

Long-Rangs Financial Qutlook 3 Year Plan
The Long-Range Financial Outlook 3 Year Plan is an annual reporf prepared and published by the Florida Legisiature. The report provides a longer-range

picture of the state’s financial position that integrates projeciions of the major programs driving Florida’s annual budget requirements with the revenue estimates.
This link navigates to the report covering Fiscal Years 2010-2011 through 2012-2013. This report is Jocafed on the Floritda Fiscal Portal. .

Florida's Checkbook

Florida's Checkbook is a link to the Florida Depertment of Financial Services’ website containing additional financial information. The websife indludes finks to
Floride Financials - Cash Flow and Baiances, Sunshine Spending - Vendor Payment Search, Local Govemment Dollars & Cents, State Reports, and Confract
Search.

Reports on State Properties and Qecupancy Rates

The Division of Real Estate Development and Management provides information on the state-owned buildings and occupancy raites. The Division of Real
Estate Development and Management implements best practices for the development, operalion and maintenance of state-owned faciliies as well as oversight
of the stale's process for leasing privately owned space.

Disclaimer Properly of the State of Florida Privacy Statement

Link info

hitp://transparencyflorida.gov/cgi-bin/co gnosisapi.dil?b_action=xts.run&m=portal/cc.xts&... = 2/9/2010



Site Information - Transparency Florida Page 1 of 1

Heme Qperating Budget ] Eeparts ; Links i Site Information

Welcome Message :
The Welcome Message is a short video presented by Senate President Jeff Afwater welcoming users fo the Transparency Florida website.

Transparency Florida Tour . )
The Transparency Fiarida Tour provides a quick video overview of the Trensparency Florida website. The four explores some of the features and informalion
avaifable for review.

Training Overview
The Training Overview provides users with information on the basic features of the website. 1t provides an overview of navigation, menu oplions, and the various
reports. A Table of Contents is included fo quickiy focus on a specific area of inferest.

Agency Contact List
The Agency Contact List contains contact information from each state agency fo be used when inquiring about information displayed on this website. This list
includes a coptact name, address, phone number, and email address for each state agency.

Glossary
The Glossary contains an alphabetical listing of budget, personnel, and accounting terms and definitions used throughout the website.

Frequently Asked Questions

The Frequently Asked Questions provides a list of the most often asked questions and their answers. This list will perodically be updated as the website continues to
be enhanced and utilized.

Website Problems, Comments, or Questions

For technical preblems, questions or comments regarding the Transparency Florida website please e-mail us at the following address:
TransparencyFlorida@laspbs.state. . ug

Note: This e-mail address is for website specific issues only. For content questions or comments, please refer to the Agency Confact List.

Disclaimer Praperty of the State of Florida Privacy Statement

Site Infa

http://transparencyflorida.gov/cgi-bin/cognosisapi.dll?b_action=xts.run&m=portal/cc.xts&...  2/5/2010



Discussion of the Committee’s report
required by the Transparency Florida Act




TRANSPARENCY
FLORIDA

Report of the
loint Legislative Auditing Committee
Working Group

Transparency Florida Act

¢ Ch. 2009-74, Laws of Florida

* Joint Legislative Auditing Committee responsibilities:
¢ Oversee and manage the Transparency Florida website
+ Propose additional state agency information

» Recommend format for collecting and displaying information
from universities, colleges, public schools, local governmental
units and other governmental entities receiving state
appropriations

s Develop a schedule by March 1, 2010, for adding other
information to website

s Prepare annual report on progress; first report due November
1, 2011

¢ Working Group established

2/12/2010




Staff Support

e House and Senate s Florida Goverr!m_ent Finance
¢ Auditor General’s Office Officers Association
e (OPPAGA * Board of Governors
e« OLITS * Florida College Systemn
N GOVBI'HOI"S Office s Florida ASSh()CitiltiOIl of
. . District Schoo
. SDeer%?gggnent of Financial Superintendents
» Department of Education * EléﬁildcaﬂSChOOI Finance
¢ Elguri_i? };1550C1ation of ¢ Individuals in financial and
nie . IT-related positions at a
¢ Florida League of Cities number of the entities
* Florida Association of Special e Representatives of school
Districts districts

Financial Transparency

¢ Effortin other states
» Over half have state financial information available
¢ Few have information for local governments and school districts
¢ Lessons learned
» Separate phases for implementing components
+ Usage peaks when first launched and when new components added
* Once systems become operational, resources required to maintain
relatively low
e Transparency in Florida
» “Florida’s Checkbook” by CFO

« Amount of information available on state agency, local government,
and educational entity websites varies

2/12/2010




Financial Transparency in Florida

(Example:

City of Palm Bay_webs_ité
. bt

et e iy

Hema Con s & Uss Policy City of Paim Bay

; Ways to Use . : apen.palmbayflorida.org is 2 gataway for obtsining information and kéy docurrients about

how the City of 2alm Bay spends tax dellars and other revenues to provide sefvics 1o the
restdants 'of Palm Bay. The infarmation malatained on this site comes from & varizty of
resourcas and is updated quarterly. Last Update; December 11, 2009

For citizens:

Find infarmation on how your kax
gallars are balng put o work in
Palm Bay.

Far businesses:

See the types of pouds and
savices Pafm 3ay is buying e
giscover new Dusiness
copertuniies.

salartes ¢ Revenle .

For goverpment;
Swidy gavernmant buying
‘patbarns ko hdantify new’
* ppoortunities to taverage the
" eity’s huying power, Ses what N
the City is buying anc frem
whem.

H ) X Copyright € 2010 Dby of Fakm Bay

Financial Transparency in Florida
{Exampl e: City of Palm Bay website)

CURRENT FISCAL YEAR EXPERCTTURES
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School Districts

e Decision to focus on school districts; most similarities
e Use standard Chart of Accounts - the Red Book

¢ Submit numerous annual reports and financial data to
DOE

e DOE website includes numerous financial reports with
school district and school level information

e All school district audits are posted on the Auditor
General’s website

e All school districts have a website; content varies
e Survey sent to Finance Officers of all school districts

Results from Survey and Discussions

* Accounting systems vary
e Three consortiums provide services to 32 small school
districts; two of which also provide IT services
e Concerns:
o if school districts are required to transmit data to the
state
o if school districts are required to post information on
their websites
» Financial challenges due to declining property taxes
and full implementation of class size amendment

2/12/2010




Results from Survey and Website Review

45

40

35

30

pal

w3l

m Medium

20

# Larpe
Tolat

Qriginaf Dudget  Budget Amendments Audit Report Monthly Comprehensive Anaual Financial
Statements Annual Financial Report {AFR)
Report (CAFR)

Recommendations

¢ Developed with the assistance of advisory group

. Befgin with information that is readily available with minimal
effort and cost to provide to the public

¢ Three phases suggested

e Access to all information provided from Transparency Florida
website

¢ Access to Transparency Florida website provided from all school
district websites; use logo

¢ Include FAQs, glossary, disclaimer

e School districts responsible for redacting confidential
information

* Suggest considering assistance for school districts that would
struggle to comply with requirements

2/12/2010




Phase 1: Recommendations

¢ Link on Transparency Florida website to school district
information

» School district information will provide link to:
« Fach school district’s website
» Audit report of each school district

» Numerous reports with financial information that are now on
DOE’s website {contains information for all school districts, some
school-level information, and some statewide summaries)

¢ All school districts required to provide link to Transparency
Florida website & use Transparency Florida logo

Phase 1: Recommendations

e Effort Required: Minimal
e Cost: Minimal
¢ School Districts Included: All

e Anticipated Completion: August 1, 2010

2/12/2010




Phase 1

Return on Investment/School Efficiency Measures
Total Pr%arathos Pgr Student

peratind
2007-2008

Linds

LEQN COUNTY
LEON HIGH SCHQOL

Pragram Name Program
Nuniber
Basic
Gradles Kindergarien - 3 151

ez 4 -8 152
ades D - 12 123
Basie Program Caosts

Excaptional Bludent Education [EBE}
Grades Pre-Kirdergaren - 3

Grades 4 - § ESE basic

Grades 9 - 12 ESE Basic

Excegticnal Studant Level 4

Excagtional Stuckent Lavel &

ESE Program Cosls

Erglish for Speakers of Other 120
Lenguagss
wacsbionat Grades @ - 12 30

Total Edusations Program Costs

School District State
Costs Per Costs Per Costs Per
Studsnt Student

53,840

12,044
55796 S7.FAS
56,743 37085
56,788 87,934 57,95

Phase 1
Financial Profiles of School Districts

Broward

FPrafiles ot Fla
2

i)

a School Dismrices
008

REVENUE - ALL GOVERNMENTAL FUNDES
{SOURCE: $SHOUL DISTRICT ANNUAL FINANCIAL REPORT!

GENERAL FUND EXPENDITURES BY PROGRAM
ISOURCE: SCHOOL DISTRICT COST REFORT)

RAL REVENUZ
TEMT G TOTAL REVENUE

TOTAL STATE REVESLUE
= OTAL REVENUZ

FENUE 1,447
DOTAL REVERNLUZ

TOTAL REVINLE 2971122, 35%

EXPEMDITURES - ALL GOVERNMENTAL FUNDS
{SOURCE: SCHOOL DISTRICT ANNUAL FiNANCIAL REFORT]

TOTAL CURRENT EXPENDITURES
TOTAL Ca?TAL QUTLEY
T AL DEST SEXVICE

TOTAL

TOTAL EXFENTIITURES

BASIC (4= 12) AMD EST ITaL
FENCITURES FERFTE

EXCEPTEOMAL STUDENTS 487 7RRS2E
EXFENCITURES R FT= 12,520

35724140
SG07T o082

2/12/2010




”/’F?ase 1: Florida School Indicators Report (FSIR)

Per Pupil Expenditure (School Level)

Par Pupil Expendinires, 200708

Bistrict Schook District
Number MNumber  Hame
H 23 ALACHUA CF

37 ALAGEUA
H a1 ALACEUA
ALAGEUA S
5 ACHUA
ALAGEUA #

0z
1

1123 3¢

[

oo

(s

33

SLACHUS 5
ALACFUS MYRS

UNIDUE IR Regular Exceptionat At-Risk Vocadomal  Total

T N = R

L

SaREweds oL

Em

Phase 2: Recommendations

* DOE required to post various reports online that it
currently receives or generates

* Links to these reports added to Transparency Florida
website

2/12/2010
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Phase 2: Recommendations

e Effort Required: Minimal to moderate

e Cost: Minimal overall; additional costs to DOE for
personnel & IT storage capacity

e Anticipated Completion: December 31, 2010

[SLLEL]
AR T nERGHT WLIW SELD BRASENCAGERD G OREW




Phase 2
Educational Funding Accountability Act Report

EDLCATIONAL FURNDING A COOLNUABILITY ACT
EXPENDYTURE REPORTING REQUILENMENTS
FY 2007-08

Eistrior School Hoard of Alacta Connty District No. 91

Cloneral
Fama

Trostentinoeal Suppovt:

5 U1L.833,263 5 7.UEgna 5

L7108
3
283643
©
ALRIN , 3
¢l 2363
5.137,950) 0
AL

[}
291,992
[}
1544500
2468

[ 11
120 B S04 1208364
5 188370336 & ¥7.98359r 3 216,156,008,

SOy Servicus

port Expreidiesy

teinted Techanstogy
Subiutsl
AdulF Pongran: Csts

Total K-12 Casts of Tnseructions] Suppost

Phase 3: Recommendations

* School districts required to:

« Post certain documents on their websites (budget
amendments, monthly financial statements)

* Transmit monthly expenditure data to state; will exclude
salary data

¢ State would need to build a system
e Use pilot school district as information is transmitted

* Flexibility requested

20

2/12/2010
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Phase 3: Recommendations

» Effort Required:
s By School Districts: Moderate to substantial; additional
resources required
e By State: Substantial; major financial commitment
e School Districts Included: All required to comply;
small school districts may request a deferral or waiver
e Anticipated Completion: Within two years after
system is operational

21

Phase 3
Monthly Expenditure Summary

FuT: | I
MCHTHIVEAR | |

Erezstional

(520

Furesnan

3

2/12/2010
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FLORIDA SCHOOL DISTRICTS

Website

Anticipated Information Available after Full Implementation

! Irfarmarg,

Lee

Leon

Lawy
Lilerty
Madison
Manatee
marion
Mlartin
Miari-Dade

f

Broveard

rMonros
Caliter Massau
Columbiz (13
Desoto Ceechobes
Dixie
Druveal
Escsmbia Fatmy Beach
Flagler Fasoo
Franklin Finetias
BGadsden Falk
Sllchrist Purnam
Glatles
Gulf
Harmilto:s
Farg
Ee=midry
Herpnando
Highlanchs
Hilisbo o
Halmes

Analysis of Districk Expenditures and Frogram Cost Fastors
Annuai Financial Repars (AFR) (Starewide Totsls}

Clazs Size Reduction Survay

Education Funding and Accountability Reports

Flrargial Profilas of Florida Schogol Districts

Florida Education Fnapce Program (FEFP} Caleulations

Fiorida Schoal I e (FSIRY

Katloral Fublic Education Finance Survey {N2EFS)
Program Cost Analysis Saries (Statawids Totals)

Raturn on investrent (A0} Schoel Efficiency Measures

23

DISTRICT REFORTS AND INFORMATION

Anafysis af School Disirict Exg
Anngal Firangial Report (AFR) 1D

oyee Salacies
waTmary
Equity in Schacl-Leve! Funding Repors:
afiias of Schoal Districts®

a Education
Flaritla Sgivag! Fndicators Report (FSIR)
Program Cost Reworts (District Totais)
Returm on westment (RO1Scheal EEfi
Rewenite

Website

Anticipated Information Available after Full Implementation

ALACHUA COUNTY SCHQOLS
FINANCIAL INFORMATION

nefituras and Sragram Cost Faztorst

Cazgen bk 12 30 imis infermetion.

ency Maasuras®

Vendior List ansl Tote! Fa'd to Each Vendar

24
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Additional Recommendations

¢ QLITS should be responsible for designing, building,
and hosting the system required or for procuring these
services

¢ Governance Board for day-to-day decisions
e Rulemaking authority for DOE/Guidelines for JLAC

¢ Provide contact information on website for questions
about school district information, technical assistance,
website suggestions

e Auditors to report noncompliance
e Penalty for noncompliance

25

Other Entities: Recommendations

Charter schools: 411; 72 more
approved

Universitios: 11 * Statutory changes suggested:

Colleges: 28

Water Management Districts:

5

Counties: 67; estimated 300
reporting entities
Municipalities: 410 active; 163
under current law

Special Districts: 1625;
unknown under current law

» Delete requirement that an
entity must receive state
appropriations to be
included

» Exemption threshold for
smaller municipalities and
special districts based on
total revenue rather than
population

26

2/12/2010
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Other Entities: Recommendations

* Follow same overall approach as recommended for school
districts:
» Maximize use of existing information that is user-friendly
 Phase in information added; begin with easiest and least
costly
 Access from entity website and Transparency Florida website
e Pilot entity for transactional data
« Entity responsible for redacting confidential information
» Glossary, FAQs, Disclaimer
» Auditors determine noncompliance

« Same penalty for noncompliance as for failure to file financial
reports
« Consideration for assistance for entities that would struggle

27

State Agency Information:
Recommendations

* Senate Ways and Means continuing to enhance
website

 Suggest additional information include items specified
in the law

* Website for costs-savings suggestions; allow
anonymous posting; include sharing of available
inventory and supplies

28
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DRAFT RECOMMENTATIONS FOR TRANSPARENCY FLORIDA

EXECUTIVE SUMMARY

As required by Ch. 2009-74, Laws of Florida, this report provides recommendations from the Joint
Legislative Auditing Committee (committee) for adding information related to government spending to
the website established pursuant to the “Transparency Florida Act” (Act).

Across the country there is a recent trend to provide more information to the public about how
governmental entities spend taxpayer dollars. In Florida, the website required by the Act is now available
to the public and includes fiscal information from all branches of state government and all state agencies.
Users can view detailed expenditures, appropriations, the status of spendimg authority, and position and
rate information. The amount of fmancial transparency currently provided online by local governments,
universities, colleges, school districts, and other governmental entities in the state varies greatly.

The Act requires the committee to develop a plan to add fiscal information for other governmental entities
to the website. The initial focus has been on school districts. Specific recommendations and timeframes
for adding school district fiscal information to Tramsparency F lorida' are provided. Also, general
recommendations are provided for adding fiscal information for other governmental entities including
state agencies, universities, colleges, counties, municipalities, special districts, and charter schools/charter
technical career centers.

School Districts

Schoo! districts currently face various challenges in completing their mission of providing free public
education to the children residing in Florida. The two major fiscal challenges are declining economic
conditions and the implementation of the class size reduction constitutional amendment. Committee
members and staft have worked closely with representatives of school districts in order to develop a plan
that maximizes the use of existing financial data.

We recommend the use of three phases as school district financial information is added to Transparency
Florida. Information that is readily available, with minimal effort and cost to provide to the public,
should be included for all school districts during the first phase of implementation. Information that
requires the state to build a system, the Department of Education (DOE) or school districts to transmit
financial data to the state, school districts to enhance their websites, or other more involved effort should
be phased-in over time.

Citizens who visit either the home page of a school district’s website or Transparency Florida should be
able to casily access the school district’s financial information that is located on the school district’s
website, DOE’s website, and Transparency Florida.

The following three phases are recommended:

Phase 1: Hyperlinks should be added to Transparency Florida. This will allow easy access to school
district fmancial information that is currently available online. Hyperlinks to numerous useful reports
currently posted on DOE’s website, all school district websites, and the annual audit of each school '
district should be provided. A central access point for all of this information would be a valuable tool for

* For the purpose of this report, Transparency Florida refers to www.tranparencyflorida.gov, the website created
pursuant to the Transparency Florida Act. .
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anyone with an interest in school district financial information. In order to provide easy access to this
information for users of school district websites, each school district should be required to provide a
hyperlink to Transparency Florida, using the Transparency Florida logo, on its website’s home page.
This phase should be able to be accomplished with minimal effort by August 1, 2010.

Phase 2: Florida’s school districts are required to provide DOE with volumes of information related to
their expenditures, revenues, and other financial information. While DOE uses some of this information
to prepare summary reports addressed during Phase 1, much of the detailed information provided is not
currently available online. DOE should be required to post these reports on its website and Transparency
Florida should continue to be expanded to incorporate hyperlinks to these reports. Since limited financial
information is available on a school-level basis, it is important to note that included in this phase is a
series of reports that provide the costs incurred by individual schools. This phase should be able to be
accomplished with minimal to moderate effort by December 31, 2010.

Phase 3: The information recommended during the first two phases has been largely swmmary
informatjon, updated on an annual basis, and available for all school districts. During the third phase,
school districts should be required to post selected documents (budget amendments, financial statements)
on their websites. School districts should also be required to transmit expenditure data fo the state for
disclosure on Transparency Florida. Although most school districts currently are required to periodically
transmit data to the Auditor General, these new requirements are anticipated to have a significant impact
on school district staff. The Office of Legislative Information Technology Services (OLITS) should be
responsible for designing and building the system to handle the data or for procuring such services. One
pilot school district should be used as this information is added to Transparency Florida. Once issues
have been worked out with the pilot school district, only one new school district should be added at a
time. Although all school districts should be required to comply with these requirements, small school
districts should be afforded the opportunity to request a deferral or waiver from reporting requirements.
This phase should be able to be completed with moderate to substantial effort by school districts. A
major financial commitment is anticipated to design and build the system required to process the
expenditure information received from school districts. Once the system is operational, the information
for all school districts should be available on Transparency Florida within 24 months.

Under current law, the committee is responsible for oversight and management of Transparency F lorida.
To handle the day-to-day decisions that will be required as school district information is planned and
added to the website, a governance board, consisting of senior staff members, should be established to
work with OLITS and/or a contract provider and commiitee staff.

Other Governmental Entities

As financial information for other governmental entitics is added to Transparency Florida, the same
overall approach should be used. Existing financial information that is user friendly should be included
carly on. Transactional data for entities should gradually be included, working with one entity at a time.
Citizens should be able to easily access financial information for their local governments and educational
entities from Transparency Florida and each entity’s website. Once all school districts have successfully
been added to Tramsparency Florida, the remaining governmental entities should be added in the
following order: Charter Schools and Charter Technical Career Centers, Universities, Colleges, Water
Management Districts, Counties, Municipalities, remaining Special Districts, and any other governinental
entities, including Metropolitan Planning Organizations and Regional Planning Councils. The Act should
be revised to include a financial threshold in lieu of a population threshold for municipalities and special

i
2/11/10




DRAFT RECOMMENTATIONS FOR TRANSPARENCY FLORIDA

districts required to comply with reporting requirements. Also, all special districts that meet this financial
threshold should be required to comply, regardless of whether they receive state appropriations. -
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SCOPE

As required by Ch. 2009-74, Laws of Florida, this report provides recommendations from the Joint
Legislative Auditing Committee {(committee) for adding information related to government spending to
the website established pursuant to the “Transparency Florida Act.”

BACKGROUND

Overview of Law

The “Transparency Florida Act” (Act) requires the Executive Office of the Governor, in consultation with
the appropriations committees of the Senate and the House of Representatives, to establish a single
website which provides information relating to each appropriation in the General Appropriations Act for
each branch of state government and state agency. The website must include detailed expenditure and
appropriation information, the status of spending authority for each appropriation in the approved
operating budget, and position and rate information for positions provided in the General Appropriations
Act.

In addition, the Act assigns the following responsibilities to the committee:

e Section 11.40(4)(b), F.S., requires the committee to provide oversight and management of the
Transparency Florida website.

s Section 215.985(4), F.S., requires the committee to propose providing additional state fiscal
information on the website which may include, but is not limited to, the following information for
state agencies:

Details of nonoperating budget authority established pursuant to s. 216.181, F.S.

Trust fund balance reports, including cash available, investments, and receipts.

General revenue fund balance reports, including revenue received and amounts disbursed.
Fixed capital outlay project data, including original appropriation and disbursements
throughout the life of the project. _

A 10-year history of appropriations indicated by agency.

Links to state audits or reports related to the expenditure and dispersal of state funds.

o Links to program or activity descriptions for which funds may be expended.

o C OO0

o C

e Secctior 215.985(5), F.S., requires the committee to recommend a format for collecting and
displaying information on the website from state universities, public schools, community
colleges, local governmental units, and other govemmental entities receiving state appropriations.

e Section 215.985(6), F.S., requires the committee to develop a schedule, by March 1, 2010, for
adding other information to the website by type of information and governmental entity,
including timeframes and development entity.

1
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Additional information may include:

o Disbursements by the governmental entity from funds established withim the treasury of
the governmental entity, including, for all branches of state government, allotment
balances in the Florida Accounting Information Resource (FLAIR) Subsystem.

o Revenues received by each governmental entity, including receipts or deposits by the
governmental entity into funds established within the treasury of the governmental entity.

o Information related to a governmental entity’s bonded indebtedness, including, but not
limited to, the total amount of obligation stated in terms of principal and interest, an
itemization of each obligation, the term of each obligation, the source of funding for
repayment of each obligation, the amounts of principal and interest previously paid to
reduce each obligation, the balance remaining of each obligation, any refinancing of any
obligation, and the cited statutory authority to issue such bonds.

o Links to available governmental entity websites.

s Section 215.985(9), F.S., requires the committee to coordinate with the Financial Management
Information Board in developing any recommendations for including information on the website
which is necessary to meet the requirements of s. 215.91(8), F.S.

e Section 215.985(14), F.S., requires the committee to prepare an annual report detailing progress
in establishing the single website and providing recommendations for enhancement of the
content and format of the website and related policies and procedures. 'The first report is due
November 1, 2011.

This report addresses enhancing the website to include fiscal information from governmental entities.
Section 215.985(2)(a), F.S., defines governmental entities as any state, regional, county, municipality,
special district, or other political subdivision whether executive, judicial, or legislative, including, but not
limited to, any department, division, bureau, commission, authority, district, or agency thereof, or any.
public school district, community college, state university, or associated board. Section 215.985(11),
F.S., provides an exemption for municipalities and special districts having a population of 10,000 or
fewer. Population determinations must be based on the most recent population estimates prepared
pursuant to s. 186.901, F.S.

Financial Transparency

Across the country there is a recent trend to provide more information to the public about how
governmental entities spend taxpayer dollars. In Florida, the website required by the Act' is now
available to the public. Fiscal information from all branches of state government and all state agencies is
included. Users can view detailed expenditures, appropriations, the status of spending authority, and
position and rate information. The Chief Financial Officer maintains “Florida’s Checkbook,” a website
which also provides financial transparency information for state agencies. Access to vendor payments,
fund balances, local government revenues and expenditures totals, contract amounts for the Department
of Financial Services, and other financial-related information is provided on that website. Some state
agencies also provide online access to limited fmancial information, such as contract documnents, or
summary information for entities they oversce. For examnple, the Department of Education (DOE)
maintains numerous summary reports for the state’s school districts.

! www transparencyflorida.gov.
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The amount of financial transparency currently provided online by local governments, universitics,
colleges, school districts, and other governmental entities in the state varies greatly. Some smaller local
governments do not have a website. Entities that provide online access to financial information generally
include access to documents that arc prepared during the course of doing busimess. This may include
budget documents, the Comprehensive Annual Financial Report (CAFR), and other items included in
meeting packets for board, council, or commission meetings. The exception is the City of Palm Bay,
located in Brevard County. City management dedicated funding and manpower to provide detailed
financial information. Updated quarterly, users have access to transaction-level information for
expenditures and revenues and annual salary amounts for employees. The City of Palm Bay designed this
system in response to a previously unsuccessful attempt by the Florida Legislature to require certain
municipalities to provide transparency for financial information.

Other States

Over half of the states have created and made available to the public, free online databases that are
comprehensive and searchable, which allow users to explore certain state financial information. Using
these online databases, the public is able to access from a single interface information such as state
revenues and expenditures, salaries of state employees, vendor information, contract contents, audit
reports, monthly accounting reports, and state leases. The comprehensiveness and amount of detail
provided varies greatly by state.

Only a limited number of states that provide a comprehensive spending transparency website include
access to financial information for local governmental entities and school districts. When available, this
information is typically provided in summary or aggregate form. The following states include local
governments and school districts on their main transparency websites:

e Georgia: provides annual salary and travel reimbursement information for all school district
employees.

» Nebraska: provides breakdowns of property taxes and state aid received by each county within
the state and also provides aggregate budget, revenue, and expenditure data for a single school
district within the state.

e New York: provides aggregate revenue and expenditure data for all cities, counties, fire districts,
school districts, towns, and villages, with the option to compare data within a unit of local
government.

e Texas: provides easy access to the budgets, financial reports, and check registers for certain
school districts and local government entities across the state.

e Wyoming: provides annual aggregate revenue and expenditure data for all individual school
districts.

Many states that do not offer a comprehensive transparency website offer alternative single online outlets
to provide the public with financial transparency. The states of Alaska, Delaware, Iowa, and Indiana,
among others, employ such online outlets. Similar to “Florida’s Checkbook,” Alaska and Delaware offer
online checkbooks where users can view paynient information by state agency, expenditure category, and
vendor. The Towa Legislative Services Agency provides the “Salary Book™ that allows users to view
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salary and travel information for individuals employed in an lowa state agency or mstitute of higher
education. Indiana’s Department of Administration maintains the “State of Indiana Active Contract
Search” where the public can obtain commodity and vendor information for all active state contracts.

While not all states currently offer casily accessible online financial information, the initiative to provide
such financial transparency can be observed across the country. For example, Arizona and North Dakota
will soon require a transparency website due to recently passed legislation, while Idaho recently
experienced an unsuccessful legislative effort to require such a website.

Three key lessons have been learned from other states that have established a government transparency
website. First, a comprehensive strategy should guide the implementation of major components in
separate phases rather than implementing all components at once. Second, with the help of media
coverage, website use is highest during the mitial release of the website and when new components are
available. Third, although expenditures required to create transparency websites vary, states report that
once their systems became operational, the resources required to maintain the site are relatively low.

Committee Action

The Chairman appointed a working group, consisting of four members of the committee, to handle the
details of the committee’s responsibilities under the Act. The Senate members are Senator Wise, serving
as chairman, and Senator Ring. The House members mitially were Representatives Coley and Schultz.
They were replaced by Representatives Taylor and Tobia m September 2009.

During this project, the working group and/or committee staff have worked with other legislative staff,
including the Auditor General’s Office and the Office of Program Policy and Government Accountability,
representatives from the Governor's Office, the Department of Financial Services, the Department of
Education, the Florida Association of Counties, the Florida League of Cities, the Florida Association of
Special Districts, the Florida Government Finance Officers Association, the Board of Governors, the
Florida College System, and individuals in financial and information technology (IT) related positions at
some of the entities. As a result of information gathered during meetings with these stakeholders, school
districts appeared to be the best choice to select as the next entity to add to Transparency Florida® The
bill’s sponsors, Senator Alexander and Representative Hukill, agreed with the recommendation to proceed
with a plan to implement school district transparency. With the exception of summary recommendations
for other governmental entitics and state agencies, the remainder of this report focuses on school districts.

Committee staff also worked closely with an advisory group consisting of members of the Florida School
Finance Council, staff of the Florida Association of District School Superintendents, and other
representatives for the school districts. With the assistance of the Legislative Committee on
Intergovernmental Relations, the committee distributed a survey to all school districts. Survey questions
related to the accounting systems used by the school districts, the financial information collected by those
systems, information currently on the school districts® websites, and anticipated problems and costs of
either adding specified mformation to the websites or submitting specified mformation to the state. With
assistance from the advisory group, 100 percent of the school districts responded to the survey.

2 Source: Office of Program Policy Analysis and Government Accountability. (2009). Government Transparency
Websn‘es in Other States.

For the purpose of this report, Transparency Florida refers to www.tranparencyflorida.gov, the website created
pursuant to the Transparency Florida Act.
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PRESENT SITUATION

Public School Law

Pursuant to Article IX, Section 4, of The Florida Constitution, each county constitutes a school district;
therefore, there are 67 school districts in Florida. School districts are operated, controlled, and supervised
by an elected school board, composed of five or more members. Each school district has a superintendent
of schools who is either elected for a four-year term® or appomted when a resolution has been approved
by vote of the electors in a county.” The superintendent is the secretary and executive officer of the
district school board and has the responsibility for the administration and management of the schools and
for the supervision of instruction in the school district.®

Chapters 1000-1013, F.S., comprise the “Florida K-20 Education Code.” The purpose of the code is “t
provide by law for a state system of schools, courses, classes, and educational institutions and services
adequate to allow, for all Florida’s students, the opportunity to obtain a high quality of education. 7

Financial Reporting

All school districts are required to use a uniform chart of accounts for budgeting and financial reporting,
the Fi manczal and Program Cost Accounting and Reporting for Florida Schools (known as the Red
Book).! The Red Book is adapted from national reportmg standards for education fiscal data established
to ensure compatibility in national statistical reports.” Generally accepted governmental accounting
principles, established by the Governmental Accounting Standards Board, are the foundation for financial
accounting and reporting for school districts.

In addition, each school district is required to prepare and adopt a tentative budget and then transinit the
adopted budget to DOE for approval.'® While school districts use the same types of data management
systems to capture their financial transactions, a majority of the school districts have customized these
systems for their specific purposes. As a result, there are essentially 67 different accounting systems
currently in use.

While the financial transactions of all individual public schools operating within the boundaries of a
school district are accounted for by that school district, the financial transactions of the following entities
are not included: (1) charter schools created pursuant to s. 1002.33, F.S.; (2) charter technical career
centers created pursuant to s. 1002.34, F.S.; and (3) the various direct support organizations, foundations,
and other organizations associated with the school districts. Annual audits are required for all charter
schools and charter technical career centers pursuant to ss. 218.39(e-f), F.S., and certain direct support
organizations pursuant to s. 1001.453(4), F.S.

Three educational consortiums provide various services for 32 small school districts. The Panhandle
Area Educational Consortium (PAEC), the North East Florida Educational Consortium (NEFEC), and the

* Section 1001.46, F.S.
s - Scction 1001461, F.S.
Sectlon 1001.32(3), F.S.
T Section 1000. 01(3), F.S.
Sectlons 1010.01 and 1010.20, F.S., and Rule 6A-1.001, FA C.
Estab]lshed by the National Center for Educational Statistics.
"% Qections 1011.02 and 1011.03, F.S.
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Heartland Educational Consortium (HEC) provide services and resources in areas such as school
improvement, staff development, training activities, grant writing, and printing. PAEC and NEFEC also
provide IT services for their member school districts. See Appendix A for consortium member school
districts.

Financial Data and Reports Currently Available

‘School districts currently collect and maintain a myriad of financial and student data in their various
computer systems. This data includes confidential information relating to both employees and students,
such as social security numbers, payroll deduction records, health-related information, special student
program placement or qualification, and test scores. It is essential that such information is protected and
remains so as the transparency requirements are developed and implemented.

School districts receive revenue from various sources. The main sources are as follows:

¢ Florida Education Finance Program (FEFP) funds - administered by DOE under the provisions of
s. 1011.62, F.S., and the foundation for financing K-12 education in the state;

e State categorical educational program funds - administered by DOE;

e  Gross receipts taxes, generally known as Public Education Capital Outlay funds - administered by
DOE;

o Local property taxes levied for district school operations, capital improvements, and debt service;
and

¢ Federal funds received either directly from the Federal government, distributed through the state,
or distributed through local entities.

Various financial data and reports are currently available either on state websites (i.¢., DOE and Auditor
General) or at DOE but not posted on the website. Such financial data and reports include the following:

Adopted Budget, including millage resolutions

Return on Investment (ROT) / School Efficiency Measures

Financial Profiles of School Districts

Florida School Indicators Report (FSIR)

FEFP Calculations

Five-Year Facilities Work Plan

Annual Financial Audit Report or Comprehensive Annual Financial Report (CAFR), which
includes bond indebtedness information

» Annual Financial Report (AFR)

e Program Cost Analysis Report Series, including school-level financial information
Employee salaries and benefits information

Education Funding and Accountability Act Reports

Analysis of School District Expenditutes and Program Cost Factors

National Public Education Finance Survey

Equity in School-Level Funding Reports

Class Size Reduction Survey

Descriptions of the above-noted financiat data and reports are included in the Recommendations section -
of this report (descriptions begin on pages 11).
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Survey Results

Although, as previously mentioned, all school districts responded to the survey, some school districts did
not provide complete answers to all questions. Results of the survey indicated the following:

¢ Accounting systems used are either mainframe (IBM - VSAM, DS2, TERMS) or server-based
(Oracle, SAP, SQL). While school districts may use the same type of accounting systems, these
systems have, in most cases, been customized for the specific school district’s needs.

e As previously mentioned, 26 of the small school districts obtain IT services from two
consortiums. Once the consortiums work through the implementation of the Transparency
Florida requirements for one member school district, implementation for the remaining member
school districts should proceed fairly smoothly.

e Problems expected if school districts are required to transmit financial data to the state include:

» Most school districts expect time constraits and personnel costs for the initial
programming required to collect specified data in a format necessary for transmission.

= Smaller school districts may not have the technical expertise in-house and will probably
have to use consultants or other vendors in order to meet the requirements.

»  Specific costs will depend on what data will be required.

e Problems expected if school districts are required to post financial data on their respective

websites include:

= Most school districts expect time constraints and personnel costs for the posting and
maintenance of required data.

=  While each school district has a website, the websites of some smaller school districts
contain only basic information, such as superintendent and board member names and
contact iformation. A requirement to add specific fmancial data would require
expansion of the websites. More memory/capacity as well as personnel time would be
needed.

»  Specific costs will depend on what data will be required.

School District Websites

Committee staff conducted a review of school district websites to determine the accessibility of online
financial data. The review concluded that financial data, when available, is generally placed within
school board meeting documents, school district finance department websites, and school district home
pages. Due to the variety of possible locations and inadequate search options, school district financial
data is often not easily accessible. The review also encompassed the extent to which the following
documents are available on the school district websites: original and final budgets; budget amendments;
audit reports; monthly financial statements; Comprehensive Annual Financial Reports; and annual
financial reports. See Appendix B for more information on the review of the school district websites.

Additionally, committee staff analyzed the survey results to determine the amount of financial
information currently posted to each school district’s website. School districts were asked in the survey
whether or not specified types of financial information are available in hard copy format, electronic
format, and on the school district’s website, such as budget documents, list of grants received, and
revenue and expenditure transaction detail. Most school districts indicated that they have the financial
information available in hard or electronic formats; however, only a limited number of school districts
reported that certain financial information is also available on the school district’s website.
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‘Current Issues

School districts currently face various challenges in completing their mission of providing free public
education to the children residing in Florida, including declining economnic conditions and the
implementation of the class size reduction constitutional amendment.

Florida’s real estate market has been in a state of deterioration over the past few years, Large declines in
property values have posed problems for school districts. Local property taxes are a major source of
revenue, and the FEFP school funding formula is based, in part, on the varying local property tax bases."!
State economists expect the taxable property value for schools statewide to fall 9.5 percent in 2010."
Other factors affecting school districts due to the worsening economy include staff lay-offs or furloughs
as a result of the declines in funding and increases in unemployinent insurance costs as the unemployment
rate rises.

Also, compliance with the class size reduction requireinents have been measured at the school level since
the 2006-2007 school year and many school districts have experienced difficulties with compliance.
Beginning in the 2010-2011 school year, compliance will be measured at the classroom level.” Some
school districts will need to increase instructional staff in order to comply.

RECOMMENDATIONS FOR IMPLEMENTATION OF SCHOOL DISTRICT FINANCIAL
TRANSPARENCY '

We recommend the use of a blended approach as school district financial information is added to
Transparency Florida. Information that is readily available, with minimal effort and cost to provide to
the public, should be included for all school districts during the first phase of implementation.
Information that requires the state to build a system, DOE or school districts to transmit financial data to
the state, school districts to enhance their websites, or other more involved effort should be phased-in
over time. The data and reports posted to websites should initially be for the most recently completed
school year and any data included on a state-developed system should initially be for the current school
year at the time of implementation. The number of years® data and reports to be posted and maintained on
the websites should be determined as the phases are implemented. Such determinations should depend on
various factors, such as storage capacity and related costs, and should be made by the established
governance board (as discussed on page 19).

Access to all required information should be provided on Tramsparency Florida, however, the
information should be stored on a combination of the state’s, DOE’s, and individual school districts’®
websites. In general, the state should be responsible for transactional-type data, DOE should be
responsible for the statewide reports it cutrently receives and compiles, and school districts should be
responsible for selected school district generated reports. Tramsparency Florida should include a brief
description of each report available.

A standardized format should be required for presentation on each school district’s website and include
the use of the Transparency Florida logo that appears on Transparency Florida. Citizens who visit either

Y 2009-10 Funding For Florida School Districts, page 1. _

12 Miami Herald newspaper article dated December 3, 2009, entitled Plunging property values will cause school
Sfunding shortfall.

3 Source: http://www.fldoe.org/classsize/.
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the home page of a school district’s website or Transparency Florida should be able to easily access the
school district’s financial information that is located on the school district’s website, DOE’s website, and
Transparency Florida.

We also recommend that “Frequently Asked Questions” (FAQs) be developed relating to the school
district information and added to Transparency Florida. Each question should include a reference or link
to a specific report, when available, that would provide the best answer. If comparisons of expenditures
or other data between school districts or schools are anticipated, consideration should be given to adding
explanations of why costs may vary and are dependent on certain factors. For example, “instructional
salary costs between schools will vary due to the number of years the teachers at each location have been
teaching and/or employed by the school district.” The questions should be developed by, or with the
assistance of, DOE and the advisory group referred to earlier. A glossary should also be included on
Transparency Florida in order to aid users who are not familiar with the terminology used by the state
and school districts when describing education-related information.

A disclaimer should be included on both the section of Transparency Florida that displays school district
information and on each school district’s website which states: “This information is intended for
informational purposes only. While every effort is made to maintain accurate information, the data are
unaudited. A user of the information on this website relies upon such data at his or her own risk. Neither
the state, any state agency, nor the district school board warrants the accuracy of any data contained
herein and cannot be held liable for any actions taken based on the information contained on this website.
For audited figures, please contact the appropriate school district representative.”

As previously mentioned, each school district handles a large amount of confidential information during
the course of a school year. This includes, but is not limited to, student data, employee payroll data, and
proprietary information that may be included in certain contracts and agreements. Each school district
should be required to redact any confidential information included in its financial records prior to
submission of any financial data to the state.

Some school districts may have difficulties meeting the requirements of this Act using existing resources.
Especially at risk are school districts that are in a state of financial emergency and those that meet either a
financial emergency condition' or are experiencing deteriorating financial conditions. Other school
districts may struggle due to lack of staff with the expertise required, such as in the area of IT.
Consideration should be given to providing financial or other assistance to these school districts to enable
them to meet the reporting requirements.

RECOMMENDATIONS FOR REQUIRED FINANCIAL INFORMATION

PHASE 1

During this phase, hyperlinks should be added to Tramsparency Florida. This will allow easy access to
school district financial information that is cwrrently available online. DOE’s website includes a
substantial amount of useful financial information for each school district. This information is, however,
difficult to find on the website. In addition, each school district has its own website. While some school
district websites provide only general information, others provide varying types and amounts of financial

" As specified in s. 218.503, F.S.
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information. Finally, the annual audit reports for each school district are posted on the Auditor General’s
website. A central access point for all of this information would be a valuable tool for anyone with an
interest in school district financial information. We recommend that Transparency Florida incorporate
hyperlinks to the websites and reports described below. In order to provide easy access to DOE and
Auditor General information for users of the school district websites, we also recommend that each school
district be required to provide a hyperlink to Transparency Florida, using the Transparency Florida logo,
on its website’s home page.

Although the law contemplates a single website for financial transparency, as information for school
districts is provided, technically a new website would be required. Access to this information would,
however, be provided seamlessly from Transparency Florida. We envision a new hyperlink on
Transparency Florida’s home page labeled “School Districts.” Two websites will be required since the
development entity'” for the school district data will be different from the organization responsible for
state agency data.'® The addition of school district data will require a new application as more than one
organizational entity does not typically share a single application. A new application would require a new
website. We refer singularly to Transparency Florida' as mcluding the existing website with state
agency information and the recommended new website with school district information.

Effort Required: Minimal effort to implement this phase is anticipated. The development entity would
need to create a new website for school district information and provide hyperlinks to the various
websites and reports. A hyperlink on Transparency Florida would need to be created which would
provide access to this new website, and school districts would need to add a hyperlink to the home pages
of their websites. This phase should be able to be accomplished with ninimal additional assistance of
school district staff. '

School Districts Included: All

Anticipated Completion: August 1, 2010

" The development entity is the organization responsible for designing, building, and hosting the data for the state.

'® Systems Design and Development (SDD), administratively housed in the Governor’s Office of Policy and Budget,
is responsible for the state agency data. IBM entered into a contract to provide technical assistance for the project.
SDD’s responsibilities are limited to state-level data.

Y Also referred to as “State website.”
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FINANCIAL INFORMATION CURRENTLY POSTED ON DOE’S WEBSITE

Return on
Investment
{ROI)/School
Efficiency
Measures

Two major categones of information are provided at the state and school district
level. Much of the information is also provided on an individual school level.
Student/Staff Indicators include: School and District Demographics, School and
District Staff, School and District Student Performance, School Students in Special
Programs/School Discipline, School and District Graduation Follow-up, District
School Readiness, and District Community Information.

Financial Indicators include: School Return on Investment Index, School Total
Costs Per Students, District Revenues, District Expenditures, District Financial
Margins and Reserves, District Taxes, and District Debt.

The ROI website allows users to evaluate measures of performance in light of the
resources allocated to the individual schools and school districts.'®

Currently, information for the 2001-2002 through 2007-2008 school years is
included on DOE’s website. Each school year is separately reported. The
2008-2009 ROI information is anticipated to be available before school grades are
released in June 2010.

Financial
Profiles of
School Districts

This report provides detailed summary information about revenues and
expenditures of the school districts - revenues by source and expenditures by
function and objec:t.19 Information includes the Federal, State, Local, and Total
Revenue received per unweighted full-time equivalent (FTE) student; Total
Expenditures per unweighted FTE (excluding Capital Outlay and Debt Service);
Florida Education Finance Program (FEFP) funding by category; School District
Millage Rates; Operating Tax Millage and Property Values; and Expenditures by
Program Area.

Profiles for the 1997-1998 through 2007-2008 school years are currently available
on DOE’s website. The 2008-2009 Financial Profiles are anticipated to be
available by March 2010. '

Florida School
Indicators
Report (FSIR)

This report provides various indicators of school status and performance of public
elementary, middle, and high schools for each school district.®®  “Per Pupil
Expenditures” is the only school indicator included in this report that relates to
financial information. Some of the other school indicators reported are Graduation |-
Rates, Dropout Rates, and Classes Taught by Out-of-Field Teachers.

Reports for the 1997-1998 through 2007-2008 school years are currently available
on DOE’s website. The 2008-2009 FSIR is anticipated to be available in February
2010. Generally, this report is released during the fall following the end of the
fiscal year.

¥ Source: DOE website.

' Function refers to the objective or purpose of an expenditure, such as Instruction or Instructional Support
Services. Object means the goods purchased or the service obtained; examples include Salaries, Employee Benefits,
and Maierial and Supplies. See the Red Book for further information.

# Source: DOE website.
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The FEFP is the primary mechanism for funding the operating costs of the school
districts, and calculations are inade five times throughout each school year to arrive

E::{l)”c::il:i n at each year’s final appropriation.”’ The amount allocated to each of the
Finl:l:'lceo : components of the FEFP funding formula is shown for each school district.

Program (FEFP)

Calculations Calculations are posted on DOE’s website for the 1997-1598 through 2009-2010

school years. The five annual calculations afe available for recent years, while
only the final calculations are available for earlier years.
Each school district must annually prepare a Five-Year Facilities Work Plan that

Five-Year includes long-range planning for its facilities needs over 5-, 10-, and 20-ycar
Facilities Work periods.
Pian

Plans for the 1999-2000 through 2009-2010 school years are available on DOE’s
website. Required by s. 1013.35(2), F.S.

FINANCIAL AND OTHER INFORMATION READILY AVAILABLE

School districts’ website DOr]i/;ilIJ;VGy N/A State website
Audit Report” or Comprehensive Auditor s .
Annual Financial Report (CAFR)® General Annually” State websile
Bond Indebtedness Information: Provide

hyperlink to the Long-Term Debt Auditor Annually State websit
Note(s)*® in each school district's annual General (same as above) ate webstie
financial audit report. '

2! Source: 2009-2010 Funding for Florida School Districts Statistical Report (pp. 1, 21).

2 Also, provide hyperlinks to audit reports of school district foundations and other direct support organizations.
These audit reports may need to be obtained from school districts.

* A CAFR provides a detailed presentation of a governmental entity’s overall financial position and operations for
the year. It has three major sections: introductory, financial, and statistical. The financial section includes the
independent auditor’s report. A little more than one-third of the school districts issue a CAFR. School districts in
counties with a population of 150,000 or more (currently 24 counties) are audited by the Auditor General once every
three years and by CPA firms during the two years in between. These audits are referred to as rotational audits.
During the year when the Auditor General performs a rotational audit, a school district may have both an audit
report and a CAFR.

* School district financial audits performed by the Auditor General are required, when practicable, to be issued
within nine months after fiscal year-end (FYE), pursuant to s. 11.45(4)(a), F.S. The Federal Single Audit Act also
requires audits of governmental entities expending Federal awards to be completed within nine months after FYE.
In addition, school district financial audits performed by CPA firms are required to be submitted to the Auditor
General within 45 days after the audit report is delivered to the school board, but no later than 12 months after FYE,
pursuant to s. 218.39(8), F.S. Audit reports are imwediately posted on the Auditor General’s website upon
completion or receipt. :

* The long-term debt notes are required to be included in the Notes to the Financial Statements and contain the
elements required by s. 215.985(6)(c), F.S. — total principal and terest; itemization of each obligation, including
term, statutory authority, source of funding, and balance remaining; and any refinancing. Since the information in
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PHASE 2

Florida’s school districts are required to provide DOE with volumes of information related to their
expenditures, revenues, and other financial information. While DOE uses some of this information to
prepare summary reports addressed during Phase 1, much of the detailed information provided is not
currently available online. Each of the reports and information described below is readily available on an
annual or more frequent basis. We recommend that DOE be required to post these reports on its website,
and Transparency Florida should continue to be expanded to incorporate hyperlinks to these reports.
Since limited financial information is available on a school-level basis, it is important to note that
included in this phase is a series of reports that provide the costs incurred by individual schools. Some of
the reports listed below will require user knowledge of DOE’s chart of accounts, the Red Book, discussed
earlier. Tranmsparency Florida should also include easily accessible hyperlink(s) to the Red Book, along
with an explanation that it is the chart of accounts for the school districts and should be used as a
reference for any questions relating to what data is included in the various codes.

Effort Required: Overall, this phase should require minimal to moderate effort to implement. DOE
would need to add existing reports that it currently receives to its website, and the development entity
would continue enhancing Transparency Florida to include hyperlinks to these reports. This phase
should be able to be accomplished without additional assistance of school district staff. Due to the large
number of individual schools in the state, DOE will require considerable staff effort and additional TT
storage capacity, especially if the program cost report is posted for each individual school. The website
location of these reports may need to be revisited during this phase of implementation. An alternative
would be to place the school reports on Transparency Florida and/or school district websites **

School Districts Included: All

Anticipated Completion: December 31,' 2010

the long-term debt notes is current as of the end of the fiscal year audited, it would only be updated once a year.
However, since the auditors are required to disclose in the notes to the financial statements any material subsequent
events that occur after FYE but prior to the issuance of the audit report, any bonds issued during this time period
would generally be disclosed. Therefore, the bonded indebtedness information would be current through the date
the audit report is issued.

6 Representatives of school districts have indicated that school districts would also need additional resources if they
are asked to post these school-level reports on their website.
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FINANCIAL INFORMATION CURRENTLY PROVIDED BY SCHOOL DISTRICTS TO DOE,

BUT NOT POSTED ONLINE

Annual Financial Report (AFR) |

The purpose of the AFR is to report the financial
position and the operations of the district school
system for the year. The report includes the
statement of revenues, expenditures and changes in
fund balances, or equity, for various funds; schedule
of long-term liabilities; state categorical programs
spending; and, analysis of specific sub-object
expenditures for each school district. DOE also
calculates the statewide cumulative totals for each of
these statements. Required by Rule 6A-1.0071(2),
F.A.C.

DOE

Annually

- DOE website

(hyperlink on
state website)

Program Cost Ana!yéis Report Series

This series of eight reports prepared by each school
district provides district and school level cost
information.”’  Selected costs as percentages of
revenues and program costs expressed as percentages
of total program costs are shown for general and
special revenue funds. Additional reports provide
program costs for weighted and unweighted FTE and
FEFP adjusted revenues. DOE also calculates state
summary totals for each of these reports. Required
by s. 1010.20, F.S.

DOE

Annually

DOE website
(hyperlink on
state website)

Employee
Salaries/Benefits/Supplements/Bonuses
Data

Reported by position title and shown within ¢ach
school district.

DOE

Biannually®®

DOE website
(hyperlink on
state website)

Adopted Budget, including millage
resolutions

Required by ss. 1011.02 and 1011.03, F.S.

DOE

- Annually

DOE website
(hyperlink on
state website)

* The Program Cost Analysis Series includes 24 reports for each school. There are approximately 2,500 schools in

the state.

2 Collected in October and February and could be pbsted by the following month.
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ADDITIONAL REPORTS PREPARED BY DOE, BUT NOT POSTED ONLINE

Educational

ThlS school dlstnct-level report shows the costs of mstructmnal support costs of

Funding administrative expenditures, administrative expenditures per unweighted FTE for
Accountability the general fund and the special revenue funds, and the number of school district
Act Report employees by classification. Required by s. 1010.215(6), F.S.

Analysis of
School District
Expenditures and
Program Cost
Factors

It includes a district-by-district report and analysis of program expenditures for
the year and a summary of expenditures in each state-funded categorical
program. The report also includes, on the basis of these expendlmres a
computation of cost factors for programs funded within the (FEFP).” Required
by s. 1010.20(2){(c), F.S.

National Public
Education
Finance Survey
(NPEFS)

The NPEFS is an annual state-level survey of revenues and expenditures of
schools and school districts required from all states by the Federal government.
The primary purpose of the NPEFS is to make available to the public an annual
state-level collection of revenues and expenditures for public education of grades
pre-kindergarten through 12.%

The financial information provided in this report is the major factor in Title I
program funding for the states.’’

School Financial
Report

DOE does not currenily receive funding allocations by school to complete the
report. Once this information becomes available this report, which will provide
revenues and operating costs on the state, district, and school level, should be
posted on DOE’s website. Required by s. 1010.215(5), F.5.

Equity in School-
Level Funding

This report shows cach school district’s compliance with the requirements of the
Equity in School-Level Funding Act (s. 1011.69, F.5.).

Reporis

Class Size Several surveys are conducted during the school year at each school district in
Reduction® order to determine the school district’s progress in implementing the class size
Survey reduction requirements.”

PHASE 3

The information that has been recommended to this poimt has been largely summary information, updated
on an annual basis, and available for all school districts. During this phase, we recommend that school
districts be required to post selected documents (budget amendments, financial statements) on their

websites.

DOE receives each school district’s adopted budget and annual revenue amounts.

We are

recommending more frequent reporting. These documents should be readily available in all school

2 Source 2007-2008 Analysis of District Expenditures and Program Cost Factors - FEFP (p. 1).
® Source: http://nces.ed. gov/ced/stfis.asp.

¥ Source: DOE website.

32 In November 2002, Florida voters approved a state constitutional amendment setting limits for the maximum
allowable number of students in a class by the start of the 2010-2011 school year. In 2003, the Legislature enacted
Senate Bill 30A, which implements the provisions of this constitutional amendment.

* Qource: Class Size Reduction in Florida’s Public Schools — Questions and Answers (DOE website — Class Size

Reduction Amendment).
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districts. Some of the larger school districts already provide access to some of this information on their
websites. Some small school districts will likely face challenges in implementing this phase.

We further recommend that all school districts be required to transmit expenditure data by FTP (File
Transfer Protocol) to the state for disclosure on Transparency Florida. Although most school districts
currently are required to periodically transmit data to the Auditor General, these new requirements are
anticipated to have a significant impact on school district staff. The state would be responsible for
designing and building the system to handle the data, determining the types of expenditure data that
would be required to be transmitted by the school districts, and working with the school districts to
arrange an efficient manner to transmit the data. The system should be designed with a search capability
and mclude a “data updated as of [date]” statement.

One medium or large school district should be used as a pilot as this information is added. For the
purpose of this project only, a school district is classified as small if it has 24,000 or less FTE.* Large
school districts are those often referred to as the “Urban Seven.” The remaining school districts are
classified as medium. There are no statutory definitions for these classifications. See Appendix A for the
breakdown of small, medium, and large school districts for this project.

Once the information from the pilot school district has been successfully added to Transparency Florida,
then one school district representing each of the two other categories should be added before including the
remaining 64 school districts, Only one new school district should be added at a time. The order in
which the remaining 64 school districts will be added should be made based on factors set forth by the
development entity, with the approval of the established governance board (as discussed on page 19). We
also suggest small school districts should be granted additional time, if needed, before they are required to
provide and/or post all of the required information.

To address numerous concerns raised by staff and representatives of DOE and school districts, we suggest
that transactional expenditure data exclude employee salary data. Annual salary information is included
as a recommendation during Phase 2. As salaries account for an estimated 80 percent of school district
expenditures, the focus during this.phase should be on the remaining expenditure transactions.

As the implementation of Phase 3 progresses, recommendations presented in this report may need to be
readdressed. Flexibility is requested to do such, with the approval of the established governance board.
See Appendix F for a sample display of Transparency Florida once all phases have beer implemented as
recommended in this report.

Effort Required:

By school districts: Providing the financial information described below will likely require moderate to
substantial effort by the school districts, depending, in part, on the size of the school district and the IT
staff availability and expertise. School districts would need to prepare data to be sent via FTP to the state.
Some school districts will need to convert data into Red Book codes prior to submission. Many, if not
most, school districts would also need to expand the storage capacity of their websites. We understand
additional resources will be required.

3* Derived from s. 1011.62(7), F.S. This amount is the maximum FTE a school district may have to be considered
for a sparsity supplement. A school district’s classification as “small” should officially be made at the beginning of
Phase 3 implementation.
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By the state: The development entity would be required to either design and build a system to handle the
financial data to be sent to the state or procure such services. A project manager will need to be hired in
the near future in order to understand the goals and needs of the system and provide direction in the
design and build-out of the system. The project manager will also need to be intricately involved in the
determination of the equipment infrastructure requirements and the estimated costs of the system. In
addition, there will be annual costs for the on-going care and maintenance of the system, including
personnel costs. A major financial commitment is anticipated.

School Districts Included: All school districts should be required to comply with the requirements of
this phase. We do not identify, by name, the order in which each school district should be brought online.
However, as the order is established, a factor to be considered should be the difficulty each school district
will have in complying with the requirements. School districts that will face the most challenges should
be added later. Small school districts that determine compliance would cause them a hardship should be
afforded the opportunity to request a deferral or waiver from reporting requirements. These school
districts should, however, comply with the requirements they can reasonably meet and request a deferral
or waiver for specific reporting requirements that would cause a hardship. Alternative approaches should
be considered to assist them with compliance. The governance board should be responsible for
determining whether a waiver or deferral should be granted.

Anticipated Completion: Due to the uncertainty about the timing of funding, procurement, and other
factors, the schedule for this phase is based on the functionality of the state system to be developed.
Within three months after the system on Transparency Florida is functional, the financial data of the pilot
school district should be accessible. Within six months, the financial data of the school districts from the
other two categories should be accessible. The financial data of the remaining 64 school districts should
be accessible within 18 months from that point.

FINANCIAL INFORMATION CURRENTLY PREPARED BY SCHOOL DISTRICTS, BUT
MOST IS NOT PROVIDED TO DOE

Budget Documents: inal Budget:
?i:}i%%lﬁlg:tndments _ Annually District website
District (hyperlink on state
Budget website)
Amendments:
Periodically
Monthly Financial Statements™ . District website
District Monthly (hyperlink on state
website)

3% As part of Phase 2, we recommend that DOE post each school district’s adopted budget on its website. We
encourage school districts that have a more user-friendly version to post their adopted budget on their website during
Phase 3. This is, however, opticnal.

3¢ Currently, no standard format is required on a statewide basis for presentation of the monthly financial statements.
To assist those with an interest in comparing this information between school districts, we anticipate a future
discussion of a minimum standardized format to be used when providing this information for the Act.
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Revenue

(may be included in monthly
financial statements) -
See Appendix C for sample format.

District

District website
(hyperlink on state
website)

DETAILED FINANCIAL INFORMATION TO BE OBTAINED FROM THE SCHOOL DISTRICTS

Expenditure Summary

Totals by Sub-Function, Sub-Object”’
See Appendix D for sample format.

District

State website

List of All Vendors/ Total Paid to
Each Vendor

quarter and year-to-date, Description
of type of goods or services. See
Appendix E for sample format.

(Possible hyperlink to expenditure
detail by vendor.)

Note: Vendor list will include salaried
staff receiving reimbursements.

Vendor name, Total dollar amount for |

District

Quarterly

State website

Additional summary information for each school district should be considered once this phase is reached.
Examples include the value of stolen and lost textbooks each year and the amount spent on specific items
(i.e., cell phones, computers, and other technology devices). Some revisions may need to be made to
initial coding in the accounting system in order to capture information for specific purchases. For-
example, currently school districts can report the amount spent on instructional supplies; however, they
do not have the detail to report the amount spent on specific items, such as paper and pencils. Committee
staff will work with the advisory group and the governance board should more detailed information be

considered.

In addition, we recommend the addition of an FEFP calculator during Phase 3 to be developed with the
assistance of DOE. Users would have the ability to see the iinpact various changes would have to the

school district’s FEFP funding.

" Examples of a sub-function include Basic (FEFP) K-12, Exceptional Education, Food Services, and Pupil

Transportation Services. Examples of a sub-object include Salaries for Classroom Teachers, Travel, and Textbooks.
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ADDITIONAL INFORMATION

Development Entity

The Office of Legislative Information Technology Services (OLITS) should be responsible for designing,
building, and hosting the system to display school district information on Transparency Florida or for
procuring such services.

Governance Board

Under current law, the committee is responsible for oversight and management of Transparency Florida.
To handle the day-to-day decisions that will be required as school district information is planned and
added to the website, a steering committee of senior staff members should be established to work with the
development entity and/or contract provider and committee staff.

Rulemaking/Guidelines
Department of Education: The department should be granted rule-making authority to implement the

requirements of this Act if they will be required to collect different or additional information than what
they currently collect.

Joint Legislative_Auditing Committee: The committee should be authorized to adopt guidelines to
implement the requirements of this Act.

Contact Information

. Transparency Florida should include the name and contact information for one
School District staff member in each school district. These individuals would be responsible for
Information assisting members of the public with questions concerning the school district’s
information posted online.

Transparency Florvida should include a hyperlink to the development entity to
| General address technical questions that arise regarding school district financial
Information information. The website should also include a hyperlink to the committee to
address general questions and comments related to the website.

Compliance/Enforcement

All school districts are suhject to annual audit requirements (ss. 11.45,218.39, and 1010.30, F.8.). Audits
are conducted by the Auditor General and independent CPAs as specified in law and are required to be
conducted in accordance with the Rules of the Auditor General (Chapter 10.800 - Audits of District
School Boards).

We recommend that the applicable Florida Statutes be amended to require certified public accountants
(including the Auditor General) conducting audits of any entity subject to the Transparency Florida Act to
report, as part of the audit, whether or not the entity complied with the requirements of the Transparency
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Florida Act.™ In addition, the Auditor General should amend the applicable Rules of the Auditor General
to require the management letter to include a statement as to whether or not the entity complied with the
requirements of the Act.

By July 15 of each year,” the Auditor General should be required to provide the committee with a list of
all school districts that have failed to comply with the transparency requirements.

The committee currently has the authority, pursuant to s. 11.40(5), F.S., to take action against school
districts and other governmental entities that fail to comply with the financial reporting requirements of
ss. 218.32 and 218.39, F.S. We recommend this language be expanded to include an entity’s failure to
comply with the requirements of the Transparency Florida Act. Upon notification by the Auditor General
of an entity’s failure to comply with the Transparency requirements, the committee may schedule a
hearing. If a hearing is scheduled, the committee shall determine it the entity should be subject to further
state action. If further state action is warranted, the committee would have the authority to direct the
appropriate state agencies to withhold specified funds until the entity complies with the law. For school
districts, charter schools, and charter technical career centers, the committee may direct the Department of
Education and the Department of Fimancial Services to withhold a specified amount or percentage of the
state’s portion of the Florida Education Finance Program funds.

RECOMMENDATIONS FOR IMPLEMENTATION OF OTHER ENTITIES FINANCIAL
TRANSPARENCY

Once all of the school districts have been phased-in, we suggest that the additional entities be added in the
following order:

1. Charter Schools and Charter Technical Career Centers: There are currently 411 charter
schools in operation. An additional 72" are approved to begin operations for the 2010-11 school
year. Officially, there are three charter technical career centers; however, only two of them
currently have students.

2. Universities: 11

3. Colleges: 28

4. Water Manégement Districts: 54

5. Counties: While there are 67 counties within the state, there are many more independent

reporting entities, since many of the constitutional officers” operate their own financial
management/accounting systems. The 38 counties that responded to a 2009 survey by the Florida

3% Similar to requirements in s. 218.415(22), F.S.

¥ To clarify, this will occur during the year following the year under audit. For example, by July 15, 2011, the
Auditor General wonld be required to report noncompliance reported in school district audits conducted for the
2009-10 fiscal year.

0 per DOE, as of January 14, 2010.

1 The five water management districts are included in the 1625 active special districts discussed in 7. below.

%2 Cerk of the Circuit Court, Property Appraiser, Tax Collector, Supervisor of Elections, and Sheriff.
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Association of Counties reported 193 independent reporting entities. Fiscally constrained
counties, as defined in s. 218.67(1), F.S., should be treated similarly to small school districts.

If a fiscally constrained county determies that compliance would cause them a hardship, they
should be afforded the opportunity to request a deferral or waiver from reporting requirements.

6. Municipalities: There are 410 active municipalities. Under current law, using a population
threshold of over 10,000, 163" municipalities would be required to comply with reporting
requirements. We propose a revision to the language in the next section to revise the reporting
threshold to consider a financial threshold in lieu of, or in addition to, the population threshold.
There is not necessarily a correlation between the population of a municipality and the amount of
fimancial activity. For example, the City of Palm Beach has a population under 10,000; however,
it reported total revenues of $71,350,471 and total expenditures/expenses of $95,217,924 for FY
2007-2008. The city would be exempt from the transparency requirements as the law is currently
written.

7. Special Districts (excluding Water Management Districts): Although there are 1625 active
special districts, the Act provides an exemption for special districts that do not receive state
appropriations. In addition, an exemption for special districts with a population of 10,000 or less
is provided. Neither of these exemption thresholds can be easily determined. Although some
special districts receive appropriations directly from the state, many of the funds are transferred
through counties and municipalities. Also, special district boundaries do not, in most instances,
match up with census tracts, which is the basis for determining the population of counties and
municipalities.45 We suggest an alternative for determining an exemption to the requirements of
the Act. In the next section, we suggest all special districts that meet a minimum threshold
should be required to comply with the requirements of the Act, regardless of whether they receive
state appropriations. The assumption is that taxpayers are interested in a special district’s use of
taxpayer funds, but are not specifically concerned with whether the funds are from federal, state,
or local sources. Also, the population threshold should be eliminated and a financial threshold
used instead. As previously mentioned, there is not necessarily a correlation between an entity’s
population and financial activity. For example, Reedy Creek, a special district created for the
purpose of establishing Walt Disney World, has a population of less than 100, yet reports
revenues and expenditures of approximately $270 million.

8. Other Governmental Entities: There are 26 Metropolitan Planning Organizations and 11
Regional Planning Councils.

Although the type and format of information recommended for each type of entity will vary, we suggest
an approach similar to what has been recommended for school districts. The following guidelines should
be used:

e Maximize the use of existing financial data that is user-friendly.
e Phase-in the type of information added, beginning with the easiest and least costly.

*> Based on April 2009 population.

* As of January 21, 2010.

* There is also a technical glitch in the language. The Act requires population determinations to be made by the
Legislature’s Office of Economic and Demographic Research (EDR). Although EDR estimates the population of
counties and municipalities each year, they do not estimate the population of special districts.
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DRAFT RECOMMENTATIONS FOR TRANSPARENCY FLORIDA _

While the information should be accessible from Transparency Florida, require each entity to
post selected information on their websites. Require standardization in the display and use of the
Transparency Florida fogo. Citizens should be able to easily find financial information on each
entity’s website. '

Begin with one pilot entity of a medium or large size. Once that entity has been successtully
added, proceed with adding entities of the other two sizes, one at a time. All remaming entities
should be added incrementally.

For entity types that have a threshold for inclusion, such as municipalities and special districts as
discussed on page 21, once an entity reaches the threshold, it should always be required to
comply.

Require each entity to be responsible for redacting confidential information.

Include a glossary and FAQs.

Include a disclaimer that the information is unaudited and is not to be used for financial decision-
making.

Require auditors to determine compliance with Transparency Florida reporting requirements
during the annual audit.

Provide the same options for penalties for noncompliance to the committee as under current law
for noncompliance with financial reporting requirements.

Consider financial or other assistance to assist selected entities facing difficulties in meeting the
reportmg requirements.

Statutory Changes Suggested For Other Entities

As previously discussed, governmental entities that do not receive state appropriations are exempt from
the provisions of the Act. In addition, smaller municipalities and special districts are exempt if their
populations are 10,000 or less. We recommend the following revisions related to these exemptions:

Delete the requirement that only those governmental entities that receive state appropriations are
required to comply with the Act. All governmental entities that receive taxpayer funds and meet
the minimum threshold should be required to comply. 7

Use a dollar threshold rather than a population threshold as the exemption criterion for smaller
municipalities and special districts. We recommend an exemption for municipalities and special
districts with total revenue of less than $10 million. Once the municipalities and special districts
that are required to comply with the Act have been phased-in, this threshold level should be
reviewed and possibly reduced. As an alternative, the use of both a population and a dollar
threshold could be considered for municipalities. For example, requiring municipalities with
either a population over 10,000 or a total revenue of $10 million or more to comply with the Act.
This alternative is not recommended for the 1600+ special districts as their boundaries do not
generally align with census tracts and determining their populations would be difficult.

RECOMMENDATIONS FOR ADDITIONAL STATE AGENCY INFORMATION

The Act requires the committee to propose providing additional state fiscal information on the website.
However, the staff responsible for establishing the website are continuing to enhance the state agency
fiscal information provided on the website. The committee recommends future information include the
tollowing:
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DRAFT RECOMMENTATIONS FOR TRANSPARENCY FLORIDA

o The information specified in s. 215.985(4), F.S.; details of nonoperating budget authority, trust
fund balance reports, fixed capital outlay, 10-year history of appropriations, links to audits and
other expenditure-related reports, and links to program or activity descriptions. !

s An opportunity for employees or citizens to anonvmously report suggested cost-savings. As
Transparency Florida provides citizens the opportunity to review expenditures of state agencies,
the idea of offering a forum where potential cost-savings can be identified appears to go hand-in-
hand with that objective. Ideally, cost-savings suggestions would be provided on the website,
perhaps listed by agency, but viewable by all*®

CONCLUSION

In summary, this report primarily provides recommendations for the implementation of school district
financial transparency. A phased approach is suggested, beginning with the easier and least costly
information to obtain. Committee staff has repeatedly been warned that projects, such as this, that try to
do too much, too fast, often fail. By focusing on one phase or one school district at a time, hopefully,
lessons can be learned in order to make improvements, as needed. The cooperation of many entitics will
be required in order to achieve success. Understanding that the scope of this project would require a

major financial commitment by the state, the working group requested an estimate of the potential cost.
This information is provided in Appendix G.

% Ome potential cost-savings suggestion is to create a website where state offices can provide a listing of supplies
they no longer have use for and make them available, first to others in their agency and then to ofher state agencies.
While agencies do offer surplus inventoried items to other agencies, there is_no statewide opportunity for sharing of
supplies. Surplus inventory could also be included in such a website to _provide all offices within_an_agency
knowledge of available items.
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APPENDIX C
Example - Monthly Revenue Summary

Fund:

Month/Year:

Criginal

Amended

Actual

Actual

Budget

(for month)

{Year-to-Date)

{Revenue Account Codes:

Federal Direct (3100}
|Federalmpact Funds 31201
Workforce Investment Act 3170
Community Action Program 3180
_|Other Federal Direct 3190
Total - Federal Direct
Federal Through State {3200)
Vocational Education Acts 3201
Medicaid 3202
Workforce Investment Act 3220
Eisenhower Math and Science 3226
Drug Free Schools 3227
Individuals with Disabilities Education Act (IDEA) 3230
Eiementary and Secondary Education Act, Title | 32400 v ) 3
__{Adult General Education 3251
| Vocational Rehabilitation 3253
|National Forest Funds 3283, 4
National School Lunch Act 32604
Elementary and Secondary Education Act (ESEA), ) i -
Title VI - 3270
Other Federal Through State 3290 ‘
Total - Federal Through State
Revenue from State Sources {3300) )
Florida Education Finance Program 3310
State Auto License, CO&DS 3320
Categorical State Sources (3330)
Florida Teacher's Lead Program 3334, e
Diagnostic and Learning Resources Centers i 3335 . _ } j
Instructional Materials ' 33361 o
| School Breakfast Supplement 333'77" ' )
. School Lunch Supplement 3338/
|Other State Revenue 3340
Other Categorical Sources {3350-3370) i
Transportation 3354
School Recognition Funds 3361
Teacher Recruitment and Retention 3362
Excellent Teaching Program 3363
Preschool Projects 3372
| Reading Programs 3373
. Public Schools Technology 3355,
| Teacher Training 3376 o
. Full Service Schools 3378
iMiscellaneous State Revenue 3390

Total - Revenue from State Sources
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APPENDIX C

Example - Monthly Revenue Summary

Fund:
Month/Year:
---- Original Amended Actual Actual
; Budget Budget (for month) (Year-to-Date)
Revenue Account Codes:

Re

venue from Local Sources (3400)

Taxes (3410}

District School Taxes i 3411
District | & S Taxes 3412
District Local Capital Improvement Tax 3413
Local Sales Tax 3418
Tax Redemptions 3421
Payment in Lieu of Taxes 3422
Excess Fees ) 3423, 4+
Tuition 3424
Rent 3425
Interest, Including Profit on Investment 3430
Gifts, Grants, and Bequests 3440
| |Food Service 3450
Student Fees 3460
Other Fees 3470
Operating Revenues 3480
Miscellaneous Local Sources L3490
Total - Revenue from Local Sources
Cther Financing Sources
Transfers (3600)
From General Fund 3610
From Debt Service Funds 3620
From Capital Projects Funds 3630
Fund Special Revenue Funds 3640 N
Interfund 3650
From Permanent Funds 3660 B
From Internal Service Funds 3670
|| From Trust Funds 3680
From Enterprise Funds 3690
tong-Term Debt Proceeds and Sales of Capital
__|Assets 3700
Loans 3720
Sales of Capital Assets 3730 1
Loss Recoveries 3740
Proceeds from Certificates of Participation 3750
Proceeds from Forward Supply Contract 3760
{Proceeds from Special Facilities Construction |
Advance EY L R
Gain on Dispostion of Assets 3780

Total - Other Financing Sources

Total - All Revenue Account Codes
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APPENDIX E
Expenditure Summary - By Vendor

Fund:
Quarter/Year:
Total Dollar Total Dollar
Amount Amount Brief Description of Goods/
Vendor Name for Quarter {Year-to-Date) Services Obtained or Provided

Notes / Issues:
1. Link "Vendor Name" to list showing expenditure detail for each vendor.

2. Muitiple versions of vendor name, depending on who and from what document the vendor
name was input {i.e., IBM vs, 1IBM Corp vs. 1BM Corporation).
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APPENDIX E
Expenditure Detail - Vendor

FUND:
QUARTER/YEAR:

Check Check Dollar Object Object Code
Vendor Name Date Number Amount Code Description

Notes / Issues:

1. Use sub-object level for better breakdown of financial data [i.e., "Professional & Technical

Services" (310}, "Insurance & Bond Premiums" {320), and "Travel" (330} vs. "Purchased Services"
{300}].
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APPENDIXF

Display of School District Information on Transparency Florida Website

Florida School Districts

rCIick on district to access district and school information.

Alachua
Baker
Bay
Bradford
Brevard
Broward
Calhoun
Charlotte
Citrus
Clay
Collier
Columbia
Desoto
Dixie
Duval
Escambia
Flagler
Franklin
Gadsden
Gilchrist
Glades
Gulf
Hamilton
Hardee
Hendry
Hernando
Highlands
Hillsborough
Holmes
Indian River
Jackson
Jefferson
Lafayette
Lake

Lee

Leon

Levy
Liberty
Madison
Manatee
Marion
Martin
Miami-Dade
Monroe
Nassau
Okaloosa
Okeechobee
Orange
Osceola
Palm Beach
Pasco
Pineilas
Polk
Putnam
Santa Rosa
Sarasota
Seminole
St. John's
St. Lucie
Sumter
Suwannee
Taylor
Union
Volusia
Wakulia
Walton
Washington

Statewide Reports

Click on link to access report.

A description of each report will be provided.

FAQs

Glossary
Red Book

Contact Information

Transparency Florida Home Page

Disclaimer

Analysis of District Expenditures and Program Cost Factors
Annual Financial Report {AFR) (Statewide Totals)

Class Size Reduction Survey

Education Funding and Accountability Reports

Financial Profiles of Florida School Districts

Florida Education Finance Program {FEFP) Calculations
Florida School indicators (FSIR)

National Public Education Finance Survey (NPEFS}
Program Cost Analysis Series {Statewide Totals)

Return on Investment {RO1)}/Schoal Efficiency Measures

Access a list of FAQs. Users will be directed to
the report(s) that can best answer each question.

Explanation of terms used by school districts.

Link to the Red Book and an explanation that it is
the school district’s chart of accounts.

Contact information for questions regarding the
website or school district information.

Department of Education Home Page
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APPENDIX F
Display of School District Information on Transparency Florida Website

Alachua County Schools
Financial Information

District Reports and Information

Analysis of School District Expenditures and Program Cost Factors*

Annual Financial Report (AFR) (District Totals) Click on link to access information.
Audit Report

Bonded Indebtedness A description of each report will
Budget, Adopted be provided.

Budget, Amendments

Budget, Final

Class Size Reduction Survey

District Wehsite

Education Funding and Accountability Act Reports*
Employee Salaries

Expenditure Summary

Equity in School-Level Funding Reports

Financial Profiles of School Districts*

Financial Statements

Five-Year Facilities Work Plan

Florida Education Finance (FEFP) Calculations*
Florida School Indicators Report (FSIR)*

Program Cost Reports {District Totals)

Return on investment (RO1}/School Efficiency Measures* -
Revenue '

Vendor List and Total Paid to Each Vendor

*Report includes information from alf school districts in Florida.

Alachua County District Schools
Click on link to access list of schools: then click on school to access school-level report

FAQs Access a list of FAQs. Users will be directed to
the report{s) that can best answer each question.

Glossary Explanation of terms used by school districts.

Red Book Link to the Red Book and an explanation that it is
the school district’s chart of accounts.

Contact Information Contact information for questions regarding the
website or school district information.

! Click on link to return to Florida School Districts and Statewide Reports. |

Transparency Florida Home Page Disclaimer Department of Education Home Page

35




APPENDIX F

Display of School District Information on Transparency Florida Website

Elementary
Alachua
Archer
Chiles
Duval

Finley
Foster

Glen Springs
Hidden Oak
High Springs
tdylwild

Irby

Lake Forest
Littlewood
Metcalfe
Newberry
Norton
Rawlings
Shell
Terwilliger
Waldo
Wiles
Williams

Middle
Bishop
Ft. Clarke
Kanapaha

Lincoln
Mebane
Oak View
Westwood

High
Buchholz

Eastside

Gainesville
Newberry
Santa Fe

Transparency Florida Home Page

Alachua County Schools

Click on link to access
school-level information.

FAQs

Glossary

Red Book

Contact
Information

Access a list of FAQs. Users will be
directed to the report(s} that can best
answer each question.

Explanation of terms used by school
districts.

Link to the Red Book and an explanation
that it is the school district’s chart of
accounts.

Contact information for questions
regarding the website or school district
information.

Click on fink to return to Alachua County School District Reports and Information.

Click on link to return to Florida School Districts and Statewide Reports.

Disclaimer
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APPENDIX F

Display of School District Information on Transparency Florida Website

Alachua Elementary
Alachua County Schools

School-Level Reports

Florida School Indicators Report (FSIR)*

Program Cost Report {(School Totals)

Click on link to access
information.

A description of each report will

be provided.

Return on Investment {RO1}/School Efficiency Measures™®

*Report includes information from all school districts and schools in Florida.

the school district’s chart of accounts.

website or school district information.

FAQs Access a list of FAQs. Users will be directed to
the report{s) that can best answer each question.

Glossary Explanation of terms used by school districts.

Red Book Link to the Red Book and an explanation that it is

Contact Information Contact information for questions regarding the

Click on link to return to Alachua County Schools.

Click on link to return to Alachua County Schoot District Reports and Information.

Click on link to return to Florida School Districts and Statewide Reports.

Transparency Florida Home Page Disclaimer Department of Education Home Page
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APPENDIX G
Estimated Costs

Overview

As directed by the Working Group, committee staff requested cost estimates from the affected
entities for the implementation of the recommendations. If full implementation of all phases
occurs for the school districts, additional costs are expected to be incurred by the school districts,
OLITS, and DOE. The first two phases are expected to be implemented with existing resources,
with the exception of some costs to DOE for scanning and IT storage. A major financial
commitment will be required by the state if all recommendations for the third phase are
implemented, primarily due to the need for a system that will be designed and built to receive
data from the school districts.

As the focus has primarily been on school districts, committee staff has greater knowledge of the
potential issues that will be faced with their implementation than with the other entities. Once
estimates to implement school districts were determined, those costs were used to estimate the
costs to obtain data from each of the other entity categories. All costs discussed and provided are
for Phase 3.

School District Costs

School districts will incur some costs related to providing the financial data to the state in the
required format for inclusion in the system. Estimated costs from several school districts range
from approximately $1,000 to $25,000+. In addition, many, if not most, school districts would need
to expand the storage capacity of their websites. These costs are expected to vary greatly depending on
the size and complexity of the individual school district’s website and cannot be easily calculated.

OLITS Costs

Typically, when major IT projects such as this one are planned, a design team visits the affected
entities to gather information about the business processes and computer systems in use by the
entities. While this approach can take considerable time and money, the result should yield a
more accurate estimate of project costs. The cost estimates provided for the system are based on
the information gathered from the entities and OLITS’ experience with this type of project.

OLITS will incur costs for contracting for the design, build, and testing of the system, plus an
ongoing need for additional in-house personnel to maintain the system. In addition, costs will be
incwred by OLITS and other legislative staff (i.e., purchasing and legal) for creating and
releasing the Request for Proposal and subsequently awarding the contract; the time estimate for
this process is nine months. There will also be costs for network' and infrastructure?®
improvements. The cost estimates include a contingency amount as there is always uncertainty
relating to cost estimates, how the work will actually be performed, work conditions at the time
of implementation, and other factors. The contingency amount is estimated as 10 percent of total
personnel, infrastructure, and network costs and is judgment-based using past experience. Once

! Includes switches, firewall, software, load balancers, security, and expanded Internet access.
* Includes hardware (servers, data storage disk drives) and software (database, operating system, application,
management utilities).
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APPENDIX G
Estimated Costs

the system is built to accommodate school district data, the cost for network and infrastructure
improvements is expected to be substantially reduced as other entities are added.

The following positions are expected to be required for the design, build, and testing phases of
the project:

Position Title Estimated:
Hourly Rate®”
Project Manager 5150
responsible for planning, execution, and closing of entire IT project
Database Administrator $125
responsible for design, implementation, maintenance, and repair of the database
Business Analyst $90

works with various stakeholders in order to understand business structure and operations
and identify issues that need to be resolved as system is designed and developed

Technical Architect $150
designs technical aspects of the system

Test Manager $150
coordinates, as well as performs, all testing aspects throughout development of the system

Test Analyst $85
performs testing required throughout development of system

Developer $95

responsible for software development

The number of individuals required for each position will vary as each entity category is added.
Primary factors considered in the estimate are the number of entities and the potential issues with
each entity category as discussed below.

Entity Estimated Potential Issues “Time -
- Category Number Estimate:
School 67 See pages 7-8 of report. 2 years
Districts
Charter 411 The number of charter schools operating in the state has continued to | 4 years
Schools {with an increase each year. By the time of implementation, there may be in

additional | excess of 500 charter schools.
72 approved
to begin Most charter schools have less than 150 students. The type of
operations | accounting software in use is anticipated to vary greatly in level of
for 2010-11 | sophistication, which could greatly impact an individual charter

school school’s ability to provide monthly financial data to the state.
year.")
Universities 11 Although there are only 11 universities, they do not use a common | 1.5 years

chart of accounts. Therefore, system design and development will
be more time consuming.

Also, some departments within the universities only provide
summary level data for inclusion in the accounting system.
Transaction details are maintained on a number of various systems
throughout the universities.

* Based on rates included in contract between OLITS and vendor working on several current projects.
* Source: DOE (See page 20 of report}.
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APPENDIX G

Estimated Costs

Entity
Category

Estimated
Number

Potential Issues

Time
Estimate

Colleges

28

Of the 28 colleges, there is one very large college (Miami-Dade
College} and several very small colleges (i.e., North Florida
Community College and Florida Keys Community College).
Implementation issues are expected to vary greatly between these
colleges.

In addition, there are currently 61 campuses and 177 sites.” The
extent to which transactional financial data is maintained at these
locations has not yet been analyzed and will have some impact on
implementation.

2 years

Water
Management
Districts

While the water management districts are required to submit an
annual financial report (AFR) to the Department of Financial
Services (DFS) using the chart of accounts, Uniform Accounting
System Manual for Florida Special Districts and Other Similar
Local Governmental Entities,® whether or not this chart of accounts
is used for other than year-end reporting of financial data to the state
has not yet been analyzed.

1 year

Counties

300+

While the counties are required to submit an AFR to DFS using the
chart of accounts, Uniform Accounting System Manual for Florida
Counties,’ whether or not this chart of accounts is used by all of the
counties and constitutional officers for other than year-end reporting
of financial data to the state has not yet been analyzed.

Although there are 67 counties in the state, the five constitutional
officers in each county generally report independently from the
Board of County Commissioners. Therefore, there are many more
county-related independent reporting entities,”

3 years

Municipalities

163 (with
populations
over 10,000)

200+ (with
total revenue
>310
million)

While the municipalities are required to submit an AFR to DFS
using the chart of accounts, Urniform Accounting System Manual for
Florida Municipalities,” whether or not this chart of accounts is used
by all of the municipalities for other than year-end reporting of
financial data to the state has not yet been analyzed.

2 years

% Source: DOE, Division of Florida Colleges, Office of Finance & Information Systems website
(htip://www.fldoe.org/cc/OFIS/OFIS . asp).

¢ Pursuant to s. 218.33, F.S., DFS has developed rules and regulations regarding uniform accounting practices and
procedures by local governmental entities in the state, including a uniform classification of accounts. DFS, assisted
by representatives of various local governments, developed the Uniform Accounting System Chart of Accounts to
be used as the standard for recording and reporting financial information to the State of Florida. DFS maintains a
web-based AFR system called the Local Government Electronic Reporting (LOGER) for collection of annual

financial data.
7 Tbid.

¥ See further explanation on pages 20-21 of report.

? See footnote 6.
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APPENDIX G

Estimated Costs

Entity Estimated Potential Issues - Time -
Category Number Estimate
Special < 150" While the special districts are required to submit an AFR to DFS | 2 years
Districts using the chart of accounts, Uniform Accounting System Manual for
unknown | Florida Special Districts and Other Similar Local Governmental
{with Entities,"" whether or not this chart of accounts is used by all of the
populations | special districts for other than year-end reporting of financial data to
over 10,000) | the state has not yet been analyzed.
Other 26 MPOs | While these other governmental entities are required to submit an | 1.5 years
{Metropolitan 11 RPCs AFR to DFS using the chart of accounts, Uniform Accounting
Planning System Manual for Florida Special Districts and Other Similar
Organizations, Local Governmental Entities,"> whether or not this chart of accounts
Regional is used by all of these entities for other than year-end reporting of
Planning financial data to the state has not yet been analyzed.
Councils)

Once all entities have been added, the positions discussed previously would no longer be needed.
The following positions are expected to be needed by OLITS on an on-going basis.

Position Title Estimated Annual Time Frame
Salary
Data Warehouse $90,000 - From start of project
Analyst $100,000
Developers (3) $80,000 each One from start of project; remaining two by end of
project for maintenance of system

In addition, once the system is operational, ongoing operation and maintenance costs will be
incurred. It is anticipated that some of these costs, such as annual fees for software and hardware
maintenance, technical support, and annual cost for hardware and software technology refresh,
will be absorbed by OLITS, dependent upon any operational issues affecting OLITS at that time.

The following chart contains the estimated costs related to designing, building, and testing the
system discussed above for the various entity categories. These costs estimates are very rough
since they are based on general information relating to the entity categories, without the benefit
of in-depth discussions regarding business processes and computer systems at the various

entitites. It is important to understand that these estimated costs could be higher or lower as
more specific information is gathered.

' Currently 131 with total revenue > $10 million (based on FY 2008 financial data in LOGER received from 939
special districts as of 1/27/2010).

' See footnote 6.

2 1bid.

41




[

[5'T40%4T5] [zo0baz5} [240¥425] [E+01e25} {Te0baZ8} fea0trazsl [S'T+DFaZS} (e DP4Z5) 1Z40ta2S]
0zT'E 09T¥ 09y orz'a 0807 09T’y 0TT’E 0zE's 091 pleme JORHUOS J3)E S1N0Y {B30]
SLIUoW T syivow 7 syjuow vz syluow gg sywow 7T syjuow ¢z syjuow g1 syow gt syjuow 7 UO13a|dwod 0] PIEME J2E41U07 Jayy
syrou g Syluow g syow 5 SYuow g sywow g syucll g syjuow g Syjuouw 5 syuow g PJRME JIBJLUOD O]
LS igzeninsg oL
09L'9LL’s T S ozr'szy's § ozt'ser's - § COZ'es9'eT § 0os'viS'E S ozi'sir's S ovg'eer’s S OCEZEY'ST & 0ZT'080' $ 1e10]
091'ses 026'594 0T6'S9L 00T TIVTE 096'PZE: 0T6'59L oybyes oTTEZH'T 0Z5'0Z8. {51500 pajewysa jo %0T) RIUFSHUTTOS
009'TS8Y - 00g’sst’L 00Z'652°L 000'zI0"eT 009687 ooe'ssz'L aob'prr'a 00T TIR'ET 007’652 'L el
[0ZTE45645) [09THaG6eL) {08TPuSEes] {04294564L] 10802 +56.1] [09Tta5642£] {0ZTE45644) [02£84565] (] 8- W
000284 T 00F'994'Z ¢ | oov'99sT 009'6¥T'v £ | 00v'06L 00v'99L'T { | ooB'vL02 £ | 000°T56'E Q0b'99L'T nou/sgs) adojaaag
[02TE584a 1) 09155841} [091D4584T] {orz9458.3} [08024%8, 11 (09T 1458 T} [0ZTE.584 2] [DZEBASBAT] [05TFa58e T
00z's9z 009'ESE T | 009'ESE 0Ov0ES T { 008941 D09'ESE T | ooz's9T T {00Z°L0L O09'ESE {1noy/sgs) ishieuy 3sal
[(0ZTEA0STLT] [09T405TaT) [09Tta 05T 1] [0t79405TT) (080Z405TaT] [D9tr,asta1l [0ZTEQ5TT] {DZERWOSTST] [09Tb.05Ta T}
00089t 000'vZo 1 | 0oo'vze 000'9E6 T | 000Z1E 000'vZ9 T | cO0'BoY T | 000'8YZ'T 000" vZ9 (snoy/osTS) Je8eurpy isa)
[0ZT€L05T T} [091.05TAT] {09TtaDST4T] [0FZ9+05TaT] [0B0Z,06T4T} [09T40STaT) [0zTELD5TL 1] [09T#405Ta2) {D9Tra05TaT]
000'89F 000%79 T | 000vZ9 000'9g6 1 | ooo'ZTe 000'¥T9 1 | 000’89 T | 000¥29 Q00've9 (2noy/osTS) 1031y [EIUYDIR]
[021E406.5) 08T 44064 €] {09T%4064£] [0t25.0645} [080Z40642) (0912064 5] [02TE40645) [02£240645) [0gtra0Bat]
oov'Zre 00Z'EZTT £ {00Z'ETT'T 000'808°2 S | oov'pLE 00T'ETT T £ | oOv'TYe € 1 000"PPL'E 00Z'€TTT (inoy/oss) IsAjeuy ssaursng
[0ZTEL5TT4T] [09Tt. 57L.T] [09TH452TA T} [0623452TsT) [080Z45ETaT) [D9T1aSTTaT] {DZTEL5ZTaT] [0ZE84STTLT] [09T+a52T. T}
000°06E 000°0Zs T | 000'02S 000°08L T | 000'09Z 000'0ZS T | 000'06E T | 000°0%0'T 000°0ZS {1noy/sz13) JoJRISHAWPY 3sEQEIR]
{DZ1E.05Ta2] [09Tp.06T.2] [09Tta05L7) {0629.05T.2] {080Z405T2] |09TY405T 2] [021€,05Ta21 [0ZEB405TAE) {091t.050.2]
000’96 000'8YT'T Z | ooo'srz't 000°TL8°T Z | 000tz 000'8¥T'T z | 0oo'9gs T | 000'96+%T 000°8VZ'T {1nou/osTs) safeurpy pafold
. SIS07) jUUOsIad
£0000T 000°001 000°00% 000’00t o000t 000’001 000"00T 000001 000°0ST FIOMION
000°00€ g Qo0'00E  § 000'DOE. S ooo'noE S ooo'ooe § OCO'00E - % 0o0‘00s 8 000'00E S 0000043 TINPIASELU]

51507 pajewnsy
O X|AN3IddVY



EXAMPLES OF SELECTED REPORTS
RECOMMENDED IN PHASES 1 AND 2

PHASE 1: Return on Investment (ROI) School Efficiency Measures

PHASE 1: Financial Profiles of Florida School Districts for:
Brevard
Broward
Duval
Hillsborough
Miami-Dade
Okaloosa
Orange
Volusia

PHASE 1: Florida School Indicators Report (FSIR)
PHASE 2: Program Cost Analysis Series

PHASE 2: Educational Funding Accountability Reports




PHASE i
Return on Investment {(ROIYSchool Efficiency Measures
Includes Financial Indicators Only

Florida Department of Education

' ' _ 2007-2008 Schoo! Year :
SCHOOL DISTRICT OF LEON COUNTY PK-12 Membership 1,821

LEON HIGH SCHOOL Program Cost $6,766
550 E TENNESSEE ST Average Teacher Salary $47,107

TALLAHASSEE, FL 32308-4938
(850) 488-1971
ROCKY HANNA-PRINCIPAL

Student/Staff Indicators Financial Indicators
School Demographics School Return on Investment Index
School Staff _ School Total Program Costs Per Student
Schoo| Student Performance Disfrict Revenues
School Students in Special Programs/School District Expenditures
Discipline District Financial Margins and Reserves
School Graduation Follow-up District Taxes T
District Community Information ' District Debt ?

Links to Other I_Education Sites

New Query

Home

http://roi.ﬂdbe.org/ School/Schoo!l display.cfm?CFID=2454904& CFTOKEN=4fc5ebf3d2%... 1/5/2010



PHASE 1

Florida Department of Education Total Program Costs Per Student - Operating Funds
2007-2008 Leon County
Total Proaram Coslt__s Pgr Student
Operatinag Fun
2007-2008
.LEON COUNTY
LEON HIGH SCHOOL
Program Name Program School District State
Number
Basic Costs Per Costs Per Costs Per
_ Student Student Student
Grades Kindergarten - 3 101 - $6,631 $7,424
Grades 4 -8 102 - $6,414 $6,671
Grades 9-12 : . 103 $6,406 $6,853 $6,648
Basic Program Costs : $6,406 $6,611 $6,906
Exceptional Student Education
(ESE) . _
Grades Pre-Kindergarten -3 - 111 . - $13,440 $13,071
Grades 4 - 8 ESE Basic 112 - $10,955 $10,755
Grades 9 - 12 ESE Basic 113 $8,840 $9,248 $10,073
Exceptional Student Level 4 254 $13,413 $24,463 $25,007
Exceptional Student Level 5 255 $12,637 $63,410 $35,968
ESE Program Costs _ $8.,895 $12,731 512,014
English for Speakers of Other 130 $5,786 $10,859 $7,745
L anguages :
Vocational Grades 9 - 12 300 $6,745 $7.,015 $6,990
Total Educational Program Costs $6,766 $7,934 $7,954
Student/Staff Indicators Financial Indicators
School Demggraphics Schoo'l Return on Investment Index
School Staff School Total Program Costs Per Student
School Student Performance District Revenues
School Students in Special Programs/School District Expenditures
Discipline ' District Financial Margins and Reserves
School Graduation Follow-up District Taxes
District Community Information District Debt

Links to Other Education Sites

New Query

Home

http://roi.fldoe.org/School/Program_cost.cfm?CFID=2454871 & CFTOKEN=b5b49b3ef327e... 1/5/2010




PHASE 1
Taxes — 2007-2008
District School Board of Leon County

Florida Department of Education

Taxes
2007-2008

DISTRICT SCHOOL BOARD OF LEON COUNTY'

District State
Tax Burden
School Tax Per $100.000 of Homestead Exempt Property $594 N/A
School Tax Per $100,000 of Non-Homestead Exempt $792 N/A
Property : :
Property Tax Revenue (Per K-12 Student) $3,863 $4,887
Property Tax Revenue as % of Operating Revenue 44.5% 56.2%
~ Other Local Tax Revenue {Per K-12 Student) ' $624 $229
Other Local Tax Revenue as % of K-12 Operating Reventue 7.2% 2.6%
School Tax Rate Per $1,000 Property Value
Total District School Tax Rate 7.9220 N/A
Property Tax Base
Taxable Property Value ' $15,861,272,862 $1,712,554,916,112
Taxable Praperty Value (Per K-12 Student) $495,235 $658,862
Full Market Property Value $31,445,692,418 $2,936,405,596,340
Full Market Property Value (Per K-12 Student} $981,827 $1,129,708
Per student amounts are based on the total district student population.
Student/Staff Indicators Financial Indicators
_ ’ _
School Demographics School Return on Investment Index
School Staff Schoal Total Program Costs Per Student
School Student Performance District Revenues
School Students in Special Programs/School District Expenditures
Discipline District Financial Margins and Reserves
School Graduation Follow-up : District Taxes '
District Community Information District Debt

Links to Other Education Sites

New Query

Home

hitp://roi.fldoe.org/District/ Taxes.cfim?CFID=2454904&CFTOKEN=4fcSebf3d29e9b8b-00...  1/5/2010




PHASE |
Financial Profiles of School Districts

Selected Pages

FINANCIAL PROFILES
OF
FLORIDA

SCHOOL DISTRICTS

2007-2008
FINANCIAL DATA
'STATISTICAL REPORT

April 2009

FLORIDA DEPARTMENT OF EDUCATION
School Business Services
Office of Funding and Financial Reporting




PHASE 1

Brevard - Profiles of Florida School Distri
2007-2008 s

Brevard
Profiles of Florida School Districts
2007-2008
REVENUE - ALL GOVERNMENTAL FUNDS GENERAL FUND EXPENDITURES BY PROGRAM
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT) {SOURCE: SCHOOL DISTRICT COST REPORT)
TOTAL FEDERAL REVENUE 53,435,765 TOTAL EXPENDITURES 496,761,893
PERCENT OF TOTAL REVENUE 7.35%
BASIC (K-12) AND ESOL TOTAL 320,015,193
TOTAL STATE REVENUE 330,490,108 EXPENDITURES PER FTE 6,2‘17
PERCENT OF TOTAL REVENUE 45.46%
BASIC K-3 98,149,177
BASIC 4-8 114,809,862
TOTAL LOCAL REVENUE 343,022,516 BASIC 9-12 100,941,797
PERCENT OF TOTAL REVENUE 47.19% )
ESCL 6,114,357
TOTAL REVENUE 726,948,389
EXCEPTIONAL STUDENTS 161,314,277
EXPENDITURES PER FTE 9,988
EXPENDITURES - ALL GOVERNMENTAL FUNDS
CAREER 9-12 12,080,289
{SOURCE: SCHOOL DiSTRICT ANNUAL FINANCIAL REPORT) EXPENDITURES PER FTE 5739
-TOTAL CURRENT EXPENDITURES 605,803,085
) - ADULT
TOTAL CAPITAL OUTLAY 227447 973 CONTINUING WORKFORCE ED. 0
CAREER CERTIFICATE 0
TOTAL DEBT SERVICE 41,613,915 APPLIED TECHNOLOGY DIPLCMA 0
APPRENTICESHIP 0
TOTAL 874,864,973 ADULT GENERAL ERUCATICN 3,352,134
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
(SOURGE: SCHOOL DISTRICT ANNUAL FINANGIAL REPORT)
CLASS SIZE REDUCTION-CAPITAL QUTLAY 7,068,849 PECO 10,855,835
CLASS SIZE REDUCTION-OPERATING 72,675,725 PRESCHOCL PROJECTS 167,883
COMFREHENSIVE K-12 READING. 3;05‘1,495 SAFE SCHOOLS 1,867,311
DISTRICT DRSCRE'-I'IONARY LOTTERY FUNDS 3,540,695 SCHOOL RECOGNITION 6,061,666
EXCELLENT TEACHING 4,625,611 STUDENT TRANSPORTATICN 12,817,188
FLORIDA TEACHERS LEAD 1,337,071 SUPPLEMENTAL ACADEMIC INSTRUGTION 22,349,390
INSTRUCTIONAL MATERIALS 7,400,581 VOLUNTARY PRE-K PROGRAM 2,325,023

* Adult FTE not available for 2007-2008
NOTE: SLIGHT DISCREPANCIES MAY OCCUR DUE TO ROUNDING




PHASE 1

Broward — Profiles of Florida School Districts

2007-2008

Broward
Profiles of Florida School Districts
2007-2008

REVENUE - ALL GOVERNMENTAL FUNDS
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)

GENERAL FUND EXPENDITURES BY PROGRAM
(SOURCE: SCHOOL DISTRIGT COST REPORT)

TOTAL EXPENDITURES

TOTAL FEDERAL REVENUE 236,469,713 1,850,626,362
FERCENT OF TOTAL REVENUE 8.41%
_ BASIC (K-12) AND ESOL TOTAL 1_,248,949,445
TOTAL STATE REVENUE 1,132,545,163 EXPENDITURES PER FTE 6,462
PERCENT OF TOTAL REVENUE 40.28%
BASIC K-3 338,445,500
BASIC 4-8 415,295,409
TOTAL LOCAL REVENUE 1,442,413,429 BASIC 9-12 356,739,998
FERCENT OF TOTAL REVENUE 51.31%
ESOL 1 38_,468,538
TOTAL REVENUE 2,811,428,305
EXCEPTIONAL STUDENTS 467,702,426
EXPENDITURES PER FTE 12,020
EXPENDITURES - ALL GOVERNMENTAL FUNDS '
CAREER 9- 12 37,419,229
H OL DISTRICT NCI ! ’
{SOURCE: SCHO ANNUAL FINANCIAL REPORT) EXPENDITURES PER FTE 6,109
TOTAL CURRENT EXPENDITURES 2,344,351,361
ADULT
TOTAL CAPITAL QUTLAY 469,181,100 CONTENUING WORKFORCE ED. 5,944,402
CAREER CERTIFICATE 35,733,126
TOTAL DEBT SERVICE 214,157,243 APPLIED TECHNOLOGY DIPLOMA 922,232
APPRENTICESHIP 3,878,410
TOTAL 3,027,689,704 ADULT GENERAL EDUCATION 50,077,092
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT}
CLASS SIZE REDUCTION-CAPITAL OUTLAY 63,193,699 PECO 42,524,130
CLASS SIZE REDUCTION-OPERATING 266,688,120 PRESCHOOL PROJECTS 691,432
COMPREHENSIVE K-12 READING 10,946,263 SAFE SCHOOLS 6,627,034
DISTRICT DISCRETIONARY LOTTERY FUNDS 13,01-1,809 SCHOCL RECOGNITION 12,690,696
EXCELLENT TEACHING 6,546,417 STUDENT TRANSPORTATION 35,655,344
FLORIDA TEACHERS LEAD 4,648,872 SUPPLEMENTAL ACADEMIC INSTRUCTION 60,660,242
INSTRUCTIONAL MATERIALS 25,374,005 VOLUNTARY PRE-K PROGRAM 2,089,924

* Adult FTE not avajlable for 2007-2008
NOTE: SLIGHT DISCREPANCIES MAY OGCUR DUE TO ROUNDING




PHASE 1

Duval — Profiles of Florida School Districts

2007-2008
Duval
Profiles of Florida School Districts
2007-2008

REVENUE - ALL GOVE RNMENTAL FUNDS
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)

GENERAL FUND EXPENDITURES BY PROGRAM
{SOURGE: SCHOOL DISTRICT COST REPORT)

TOTAL FEDERAL REVENUE 106,802,604 TOTAL EXPENDITURES 865,850,629
PERCENT OF TOTAL REVENUE 8.87%
. BASIC (K-12) AND ESOL TOTAL 642,439,907
TOTAL STATE REVENUE 577,863,418 EXPENDITURES PER FTE 6,571
PERCENT OF TOTAL REVENUE 47.97%
BASIC K-3 239,744,373
BASIC 4-8 225,581,466
TOTAL LOCAL REVENUE 519,964,313 BASIC 9-12 157,779,085
PERCENT OF TOTAL REVENUE 43,16%
ESOL 19,334,983
" TOTAL REVENUE 1,204,730,335 _
EXCEPTIONAL STUDENTS 205,905,881
EXPENDITURES PER FTE 9,812
EXPENDITURES - ALL GOVERNMENTAL FUNDS
{SOURGE: SGHOOL DISTRICT ANNUAL FINANGIAL REPORT) CAREER 9 - 12 17,504,841
EXPENDITURES PER FTE 6,790
TOTAL CURRENT EXPENDITURES 1,044,000,412
ADULT*
TOTAL CAPITAL OUTLAY 158,115,928 CONTINUING WORKFORCE ED. 0
CAREER CERTIFICATE 0
TOTAL DEBT SERVICE 35,546,333 APPLIED TECHNOLOGY DIPLOMA 0
APPRENTICESHIP 0
TOTAL 1,237,662,673 ADULT GENERAL EDUCATION 0
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
{SOURCE: SCHOOL DISTRICT ANNUAL FINANGIAL REPORT)
CLASS SIZE REDUCTION-CAPITAL OUTLAY 6,034,210 PECO 17,027,463
CLASS SIZE REDUCTION-OPERATING 127,617,920 PRESCHOOL PROJECTS ]
COMPREHENSIVE K-12 READING 5,256_,663 SAFE SCHOOLS 4,177,416
DISTRICT DISCRETIONARY LOTTERY FUNDS 6,186,777 SCHOOL RECOGNITION 5,223,765
EXCELLENT TEACHING 2,504,056 STUDENT TRANSPORTATION 21,164,550 _
FLORIDA TEACHERS LEAD 2,277,086 SUPPLEMENTAL ACADEMIC INSTRUCTION 33,256,388
INSTRUCTIONAL MATERIALS 12,263,847 362,101

YOLUNTARY PRE-K PROGRAM

* Aduit FTE not available for 2007-2008
NOTE: SLIGHT DISCREPANCIES MAY GCCUR DUE TO ROUNDING
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PHASE 1

Hillsborough - Profiles of Florida School Districts

2007-2008

Hillshorough
Profiles of Florida School Districts
2007-2008

REVENUE - ALL GOVERNMENTAL FUNDS
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)

GENERAL FUND EXPENDITURES BY PROGRAM
(SOURCE: SCHOOL DISTRICT COST REPORT}

TQOTAL FEDERAL REVENUE

249 495,252 TOTAL EXPENDITURES 1,305,089,854
PERCENT OF TOTAL REVENUE - 12.08%
BASI.C {K-12) AND ESOL TOTAL 876,273,571
TOTAL STATE REVENUE 1,034,236,258 EXPENDITURES PER FTE 6,043
PERCENT OF TOTAL REVENUE 50.08%
' BASIC K-3 254,527,432
BASIC 4-8 286,469,027
TOTAL LOCAL REVENUE 781,625,875 BASIC 9-12 223,394,687
PERCENT OF TOTAL REVENUE 37.84%
ESOL 111,882,425
TOTAL REVENUE 2.065,357,385
EXCEPTIQNAL STUDENTS 346,199,086
EXPEND!TURES PER FTE 10,222
EXPENDITURES - ALL GOVERNMENTAL FUNDS :
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT) CAREER 9-12 44'242'874
EXPENDITURES PERFTE 6,544
TOTAL CURRENT EXPENDITURES 1,708,506,552
' ADULT*
TOTAL CAPITAL QUTLAY 336,082,272 CONTINUING WORKFORCE ED. 5,256,218
CAREER CERTIFICATE 12,399,387
TOTAL DEBT SERVICE 89,930,579 APPLIED TECHNOLOGY DIPLOMA 801,638
APPRENTICESHIP 2,763,069
TOTAL 2,134,519,403 - ADULT GENERAL EDUCATION 17,154,011
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)
CLASS SIZE REDUCTION-CAPITAL OUTLAY 32,337,930 PECO 30,576,132
CLASS SIZE REDUCTION-OPERATING 194,832,622 PRESCHOOL PROJECTS 0
COMPREHENSIVE K-12 READING 8,008,523 SAFE SCHOOLS 5,230,501
DISTRICT DISCRETIONARY LOTTERY FUNDS 9,492,395 SCHOOL RECOGNITION 9,277,316
EXCELLENT TEACHING 4,866,215 STUDENT TRANSPORTATION 35,832,275
FLORIDA TEACHERS LEAD 3,486,198 SUPPLEMENTAL ACADEMIC INSTRUCTION 44 161,541
INSTRUCTIONAL MATERIALS 18,671,721 VOLUNTARY PRE-K PROGRAM 22,098,760

* Adult FTE not available for 2D07-2008
NOTE: SLIGHT DISCREPANCIES MAY OCGUR DUE TO ROUNDING
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PHASE 1

Miami-Dade - Profiles of Florida School Districts

- 2007-2008

Miami-Dade
Profiles of Florida School Districts
2007-2008

REVENUE - ALL GOVERNMENTAL FUNDS
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)

GENERAL FUND EXPENDITURES BY PROGRAM
{SOURCE: SCHOOL DISTRICT COST REPORT)

TOTAL FEDERAL REVENUE
PERCENT COF TOTAL REVENUE

434,301,957
11.17%

TOTAL STATE REVENUE

TOTAL EXPENDITURES 2,675,293,365

* BASIC (K-12) AND ESOL TOTAL 1,771,877,660

1,431,106,534 EXPENDITURES PER FTE 7,380

PERCENT OF TOTAL REVENUE 36.79%
BASIC K-3 581,225,066
BASIC 4-8 539,238,292
TOTAL LOCAL REVENUE 2,024,188,466 BASIC 9-12 393,413,085

PERCENT OF TOTAL REVENUE 52.04%
ESOL 158,001,217

TOTAL REVENUE 3,889,596,957 _
EXCEPTIONAL STUDENTS 728,270,727
EXPENDITURES PER FTE 10,454
EXPENDITURES - ALL GOVYERNMENTAL FUNDS

(SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT) CAREER 9 -12 60'814'271
EXPENDITURES PER FTE 5,225

TOTAL CURRENT EXPENDITURES 3,454,581,824

- ADULT*
TOTAL CAPITAL QUTLAY 541,152,381 CONTINUING WORKFORCE ED. 46,226
_ ' CAREER CERTIFICATE 38,808,296
TOTAL DEBT SERVICE 548,073,488 APPLIED TECHNOLOGY DIPLOMA 0
APPRENTICESHIP 1,415,183
TOTAL 4,941,807,693 ADULT GENERAL EDUCATION 73,061,002
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
{SOURCE: SCHOOL DISTRICT ANMNUAL FINANCIAL REPORT)

CLASS SIZE REDUGTION-CAPITAL OUTLAY 54,680,128 PECO 40,825,395
CLASS SIZE REDUCTION-OPERATING 347,517,813 PRESCHOOL PROJECTS k 0
COMPREHENSIVE K-12 READING 14,169,343 SAFE SCHOOLS 11,611,194
DISTRICT DISCRETIONARY LOTTERY FUNDS 16,872,577 SCHOOL RECOGNITION 12,519,235
EXCELLENT TEACHING 8,403,628 STUDENT TRANSPORTATION 29,465,075
FLORIDA TEACHERS LEAD 6,228,676 SUPPLEMENTAL ACADEMIC INSTRLUCTION 133,539,442
INSTRUCTIONAL MATERIALS 33,946,157 VOLUNTARY PRE-K FROGRAM 12,803,140

* Adult FTE not available for 2007-2008
NOTE: SLIGHT DISCREPANCIES MAY QCCUR DUE TC ROUNGING




PHASE 1

Okaloosa - Profiles of Florida School Districts

2007-2008
OkKkaloosa
Profiles of Florida School Districts
2007-2008
REVENUE - ALL GOVERNMENTAL FUNDS ' GENERAL FUND EXPENDITURES BY PROGRAM
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT} (SO_URCE: SCHOOL DISTRICT COST REPORT}
TOTAL FEDERAL REVENUE 24,954,069 TOTAL EXPENDITURES 209,966,983
PERCENT OF TOTAL REVENUE 8.41%
BASIC (K-12) AND ESOL TOTAL 149,656,091
TOTAL STATE REVENUE 115,497,556 EXPENDITURES PER FTE 6,842
PERCENT OF TOTAL REVENUE 38.90% .
' BASIC K-3 45,120,049
BASIC 4-8 55,147,261
TOTAL LOCAL REVENUE 156,432,934 BASIC 9-12 45,969,134
PERGENT OF TOTAL REVENUE 52.69%
ESOL 3,419,647
TOTAL REVENUE 296,884,559
-EXCEPTIONAL STUDENTS 52,741,810
EXPENDITURES PER FTE 9,644
EXPENDITURES - ALL GOVERNMENTAL FUNDS
: CAREER 9-12 5,320,319
RCE: 5C L DISTRI AL R ’ !
{SOURCE: SCHOOL D CT ANNUAL FINANCIAL REFORT) EXPENDITURES PER FTE 5765
TOTAL CURRENT EXPENDITURES 254,932,787
ADULT*
TOTAL CAPITAL QUTLAY 61,963,353 CONTINUING WORKFORCE ED. 450,507
CAREER CERTIFICATE 1,798,256
TOTAL DEBT SERVICE 8,097,881 APPLIED TECHNOLOGY DIPLOMA 0
APPRENTICESHIP 0
TOTAL 325,804,022 ADULT GENERAL EDUCATION 0
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)
CLASS SIZE REDUCTION-CAPITAL OUTLAY 2,769,177 PECO 4,085,797
CLASS SIZE REDUCTION-OPERATING 27,611,491 PRESCHOOL PROJECTS 65,000
COMPREHENSIVE K-12 READING 1,248,170 SAFE SCHOOLS 669,499
DISTRIGT DISCRETIONARY LOTTERY FUNDS 1,382,223 SCHOCL RECOGNITION 2,379,414
EXCELLENT TEACHING 863,833 STUDENT TRANSPORTATICN 6,254,984
FLORIDA TEACHERS LEAD 549,847 SUPPLEMENTAL AGADEMIC INSTRUCTION 9,601,701
INSTRUCTIONAL MATERIALS 3,047,898 VOLUNTARY PRE-K PROGRAM 189,002

* Adult FTE not availabie for 2007-2008
NOTE: SUGHT DISCREPANCIES MAY CCGUR DUE TO ROUNDING




PHASE 1

Orange - Profiles of Florida School Districts

2007-2008
Orange _
Profiles of Florida School Districts
2007-2008
REVENUE - ALL GOVERNMENTAL FUNDS GENERAL FUND EXPENDITURES BY PROGRAM
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT) (SOURCE: SCHOOL DISTRICT COST REPORT)
TOTAL FEDERAL REVENUE 159,246,211 TOTAL EXPENDITURES 1,239,717.217
PERGENT OF TOTAL REVENUE 8.18%
BASIC (K-12} AND ESOL TOTAL 860,295,582
TOTAL STATE REVENUE 728,790,710 EXPENDITURES PER FTE 6,420
PERGENT OF TOTAL REVENUE 37.32%
BASIC K-3 215,337,759
BASIC 4-8 259,509,018
TOTAL LOCAL REVENUE 1,061,363,506 BASIC 0-12 210,108,373
PERCENT OF TOTAL REVENUE 54.50%
ESOL 175,340,832
TOTAL REVENUE 1,947 400,427
EXCEPTIONAL STUDENTS 328,774,798
EXPENDITURES PER FTE 10,766
EXPENDITURES - ALL GOVERNMENTAL FUNDS
(SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT) CAREER 9-12 16'537'592
EXPENDITURES PER FTE 5,776
TOTAL CURRENT EXPENDITURES 1,512,178,363
ADULT*
TOTAL CAPITAL QUTLAY 414,322,840 CONTINUING WORKFORCE ED. 999,867
CAREER CERTIFICATE 16,853,654
TOTAL DEET SERVICE 105,698,146 APPLIED TECHNOLOGY DIFLOMA 509,708
APPRENTICESHIP 1,847 445
TOTAL 2,032,199,449 ADULT GENERAL EDUCATICN 13,898,171
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
{SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)
CLASS SIZE REDUCTION-CAPITAL OUTLAY 0 PECC 24,147,999
CLASS SiZE REDUCTION-GPERATING 179,862,481 PRESCHOOL PROJECTS -0
COMPREHENSIVE K-12 READING 7.371,257 SAFE SCHOOLS. 5,206,193
DISTRICT DISCRETIONARY LOTTERY FUNDS 8,737,525 SCHOOL RECOGNITION B,469,779
EXCELLENT TEACHING 4,895,887 STUDENT TRANSPORTATICN 30,223,276
FLORIDA TEACHERS LEAD 3,153,782 SUPPLEMENTAL ACADEMIC INSTRUCTION 42,907,117
INSTRUCTIONAL MATERIALS 17,013,937 VOLUNTARY PRE-K PROGRAM 4,541,034

* Adult FTE not available for 2007-2008
NOTE: SLIGHT DISCREPANCIES MAY OCCUR DUE TO ROUNDING
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PHASE 1

Volusia — Profiles of Florida School Districts

2007-2008
Volusia
Profiles of Florida School Districts
2007-2008

REVENUE - ALL GOVERNMENTAL FUNDS
{SOURGCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT}

GENERAL FUND EXPENDITURES BY PROGRAM
{SOURGE: SCHOOL DISTRICT COST REPORT)

TOTAL FEDERAL REVENUE 52,471,307 TOTAL EXPENDITURES 462,067,691
PERCENT OF TOTAL REVENUE 7.50%
BASIC (K-12) AND ESOL TOTAL 297,306,390
TOTAL STATE REVENUE 260,756,600 EXPENDITURES PER FTE 6,191
PERCENT OF TOTAL REVENUE - 37.26% )
BASIC K-3 89,894,973
BASIC 4-8 104,102,099
TOTAL LOCAL REVENUE 386,691,926 BASIC 8-12 85,777,152
PERCENT OF TOTAL REVENUE 55.25%
ESOL 17,532,166
TOTAL REVENUE 699,919,833
EXCEPTIONAL STUDENTS 152,461,182
EXPENDITURES PER FTE 11,328
o G, DIeTRIo ANNUAL FIANGIAL REpORT) | CAREER S 12 12,300,119
’ ' : EXPENDITURES PER FTE 5,825
TOTAL CURRENT EXPENDITURES 552,836,582
ADULT*
TOTAL CAPITAL OUTLAY 149,253 938 CONTINUING WORKFORCE ED. 0
CAREER CERTIFICATE 0
TOTAL DEBT SERVICE 55,446,608 APPLIED TECHNGCLOGY DIPLOMA 0
APPRENTICESHIP 0
TOTAL 757,537,126 ADULT GENERAL EDUCATION 0
MAJOR STATE CATEGORICAL AND SPECIAL ALLOCATION REVENUES
(SOURCE: SCHOOL DISTRICT ANNUAL FINANCIAL REPORT)
CLASS SIZE REDUCTION-CAPITAL OUTLAY 10,107,881 PECO 9,126,330
CLASS SIZE REDUCTION-OPERATING 62,199,048 PRESCHOOL PROJECTS 0
COMPREHENSIVE K-12 READING 2,637,093 SAFE SCHOCLS 1,762,412
DISTRICT DISCRETIONARY LOTTERY FUNDS 3,046,139 SCHOOL RECOGNITION 3,414,356
EXCELLENT TEACHING 2,342,294 STUDENT TRANSPORTATICN 12,018,230
FLORIDA TEACHERS LEAD 1,190,907 SUPPLEMENTAL ACADEMIC INSTRUCTICN 19,874,120
INSTRUGTIONAL MATERIALS 6,550,647 VOLUNTARY PRE-K PROGRAM 495,182

* Aduit FTE not available for 2007-2008

NOTE: SLIGHT DISCREPANCIES MAY OCCUR DUE TO ROUNDING
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PHASE 2 - :
Educational Funding Accountability Ac!

EDUCATIONAL FUNDING ACCOUNTABILITY ACT Expenditure Reporting Requirements
EXPENDITURE REPORTING REQUIREMENTS FY 2007-08
FY 2007-08

District School Board of Alachna Counnty District No. 01

Speciat ]
General Revenue
Fund Funds Totals
~ Instructional Support: '
Instruction _ $ 112,853,263 § 7,986,945 % 120,840,208
Instructional Support Delivered at Schools:
Student Personnel Services 13,009,562 1,713,086 14,722,648
Instructional Media 4,927,133 0 4,927,133
Curricutum Development 3,499,417 2,896,448 8,395,865
Facilities Acquisition 21LE19 0 271,179
Centrat Services 2,702,126 46,810 2,748,936
Administrative Technology Services . 2,565 0 2,565
School Administration (Support Expenditures) 5,147,950 0 5,147,950
Operation of Plant 23,661,381 9,823 23,671,204
Maintenance of Plant 3,214,950 0 5,214,950
Instructional Staff Training 7 1,704,462 2,961,992 4,696,454
Instruction Related Technology - 3,479.316 0 3,479,316
Subtotal 178,479,304 15,645,104 194,124,408
Less Adult Program Costs (1,196,766) (2,464} (1,199,230)
Student Transportation 11,087,698 124,588 11,212,286
Food Services 0 12,018,564 12,018,564
Total K-12 Costs of Instructional Support $ 188,370,236 3% 27,785,792 § 216,156,028
Special
General Revenue
Fund Funds Totals
Administration:
School Board 5 639357 § 0 3 639,357
General Administration . 789,024 0 789,024
Schoot Administration (Bxcluding Support Expenditures) 8,137,082 0 3,137,082
Fiscal Services 1,569,452 0 1,569,452
District Administration of Support Functions:
Student Personnel Services 370,612 0 370,612
Instructional Media 192,649 0 192,649
Curriculum Development ' 1,335,624 0 1,335,624
Facilities Acquisition 0 0 0
Central Services 594,639 0 594,639
Administrative Technology Services 1,360,295 0 1,560,295
Subtotal 15,188,734 0 15,188,734
Less Adult Program Costs (101,763) O (101,765)
Total K-12 Costs of Administration $ 15,086,969 - § 0 § 15,086,969
27.557.05

K-12 Unweighted Full-time Equivalent (UFTE) Students




PHASE 2
Educational Funding Accountability Act

EDUCATIONAL FUNDING ACCOUNTABILITY ACT Reporting Requirements 2007-08
REPORTING REQUIREMENTS
FY 2007-08 '

District School Board of Alachua County District No. 01

District Employees By Classification:

Regular Regular
Full-Time Part-Time Totals %

A Instractional Personnel 1,678 56 1,734 40.32%

B  Instructional Specialists 430 193 623 14.48%

C  Instructional Support Personnel 484 25 509 11.83%

D Administrative Personnel 101 0 101 235%

E° Managers 40 0 40 0.93%

F  Educational Support Personnel 1,269 25 1,294 30.09%
Totals 4,002 299 4,301 100.00%

Costs of Administration per K-12 UFTE

K-12 Unweighted Full-time Equivalent (UFTE) Students 27,557.05
Total_ K-12 Costs of Administration - General Fund 3 15,086,969
Costs of Administration per K-12 UFTE - General Fund b 547.48
Total K-12 Costs of Administration - Special Revenue Funds 5 0
$ 0.00

Costs of Administration per K-12 UFTE - Special Reverme Funds




CHAPTER 2009-74

Committee Substitute for
Committee Substitute for Senate Bill No. 1796

An act relating to governmental financial information; amending s.
11.40, F.S.; directing the Legislative Auditing Committee to provide
oversight and management of a state website providing information
on governmental appropriations and expenditures; creating s.
215.985, F.S.; providing a short title; providing definitions; requiring
the Executive Office of the Governor to establish a website providing
information relating to each appropriation in the General Appropri-
ations Act; requiring the committee to propose providing additional
state information and a format for collecting and displaying infor-
mation from other governmental entities on the website; requiring
the committee to develop a schedule by a certain date for adding
other information to the website and submit it to the President of
the Senate and the Speaker of the House of Representatives; requir-
ing all branches of state government to establish allotments in the
Florida Accounting Information Resource Subsystem for planned
expenditures; requiring the committee to coordinate with the Finan-
cial Management Information Board in developing certain website
information; requiring governmental entities to provide information
as necessary; excepting certain small municipalities and special dis-
tricts from the requirements of the act; requiring the Office of Policy
and Budget in the Executive Office of the Governor to ensure that
all data added to the website remains accessible to the public for a
certain time; requiring an annual report to the Governor and Legis-
lature on progress toward establishing the website; providing an
effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (4) of section 11.40, Florida Statutes, is amended
to read:

11.40 Legislative Auditing Committee.—
(4) The Legislative Auditing Committee:

(a) May take under investigation any matter within the scope of an audit,
review, or examination either completed or then being conducted by the
Auditor General or the Office of Program Policy Analysis and Government
Accountability, and, in connection with such investigation, may exercise the
powers of subpoena by law vested in a standing committee of the Legisla-
ture.

(b) Shall provide oversight and management of the website developed
pursuant to s. 215.985.

Section 2. Section 215.985, Florida Statutes, is created to read:

1
CODING: Words stricken are deletions; words underlined are additions.




Ch. 2009-74 LAWS OF FLORIDA Ch. 2009-74

215.985 Transparency in government spending.—

(1) This section may be cited as the “Transparency Florida Act.”

(2) As used in this section, the term:

(a) “Governmental entity” means any state, regional, county, municipal,
special district, or other political subdivision whether executive, judicial, or
legislative, including, but not limited to, any department, division, bureau,

commission, authority, district, or agency thereof, or any public school dis-
trict, community college, state university, or associated board.

(b) _“Website” means a site on the Internet which is easily accessible to
the public at no cost and does not require the user to provide any informa-
tion.

(¢) “Committee” means the Legislative Auditing Committee created in s.
11.40.

(3) The Executive Office of the Governor, in consultation with the appro-
priation committees of the Senate and the House of Representatives, shall
establish a single website, directly accessible through the state’s official
Internet portal, which provides information relating to each appropriation
in the General Appropriation Act for each branch of state government and
state agency.

(a) At a minimum, the information provided must include:

1. Disbursement data for each appropriation by the object code associ-
ated with each expenditure established within the Florida Accounting Infor-
mation Resource Subsystem. Expenditure data must include the name of
the pavee. the date of the expenditure, the amount of the expenditure, and
the statewide document number.

9. For each appropriation, any adjustments, including vetoes, approved
supplemental appropriations included in legislation other than the General
Appropriations Act, budget amendments, other actions approved pursuant
to chapter 216, and any other adjustments authorized by law.

3. Status of spending authority for each appropriation in the approved
operating budget, including released, unreleased, reserved. and disbursed
balances.

4. Position and rate information for positions provided in the General
Appropriations Act.

(b) All data provided through the website must be data currently avail-
able in the state’s financial management information system referenced in
s. 215.93.

(4) The committee shall propose providing additional state fiscal infor-
mation, which may include, but ig not limited to, the following information

for state agencies:

2
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{a) Details of nonoperating budget authority established pursuant to s.
216.181.

(b) Trust fund balance reports, including cash available, investments,
and receipts.

(¢) _General revenue fund balance reports, including revenue received
and amounts disbursed.

(d) Fixed capital outlay project data, including original appropriation
and disbursements throughout the life of the project.

{e) A 10-year historv of appropriations indicated by agency.

() Links to state audits or reports related to the expenditure and dis-
persal of state funds.

() Links to program or activity descriptions for which funds may be
expended.

(5) 'The committee shall recommend a format for collecting and display-
ing information from state universities, public schools, community colleges,

local sovernmental units, and other governmental entities receiving state
appropriations.

(6) By March 1. 2010, the committee shall develop a schedule for adding
other information to the website by type of information and governmental
entity, including timeframes and development entity. The schedule shall be
submitted to the President of the Senate and the Speaker of the House of
Representatives, Additional information may include;:

(a) Disbursements by the governmental entity from funds established

within the treasury of the governmental entity, including, for all branches
of state sovernment, allotment balances in the Florida Accounting Informa-

tion Resource Subsystem.

{b) Revenues received by each governmental entity, including receipts or

deposits by the governmental entity into funds established within the trea-
sury of the governmental entity.

(¢) Information relating to a governmental entity’s bonded indebtedness,
including, but not limited to, the total amount of obligation stated in terms

of principal and interest, an itemization of each obligation, the term of each
obligation, the source of funding for repayment of each obligation, the
amounts of principal and interest previously paid to reduce each obligation,

the balance remaining of each obligation, any refinancing of any obligation,
and the cited statutory authority to issue such bonds.

(d) Links to available governmental entity websites.

(7) A counter shall be established on the website to show the number of
times the website has been accessed.

(8) By August 31 of each fiscal year, each executive branch agency, the
state court system, and the Legislature shall establish allotments in the

3
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Florida Accounting Information Resource Subsystem for planned expendi-

tures of state appropriations.

(9) The committee shall coordinate with the Financial Management In-
formation Board in developing any recommendations for including informa-

tion on the website which is necessary to meet the requirements of s.

215.91(8).
(10) Functional owners as defined in s. 215.94 and other governmental

entities shall provide information necessary to accomplish the purposes of
this section.

(11) Anv municipality or special district having a population of 10,000 or
fewer is exempt from this section. Population determinations must be based
on the most recent population estimates prepared pursuant to s. 186.901.

(12)__This section does not require or permit the disclosure of information
that is considered confidential by state or federal law.

(13) The Office of Policy and Budget in the Executive Office of the Gover-
nor shall ensure that all data added to the website remains accessible to the
public for 10 vears.

(14) The committee shall prepare an annual report detailing progress in

establishing the single website and providing recommendations for en-
hancement of the content and format of the website and related policies and
procedures. The first report shall be submitted to the Governor, the Presi-
dent of the Senate, and the Speaker of the House of Representatives by
November 1, 2011, and annually by November 1 thereafter,

Section 3. This act shall take effect upon becoming a law.
Approved by the Governor May 27, 2009.
Filed in Office Secretary of State May 27, 2009.
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Presentation of OPPAGA Report No. 10-15,
Several Options Are Available for Modifying
the Florida Retirement System’s Structure
to Reduce System Costs, and
presentation of reviews concerning
DROP and state employee benefits




Changes to the Florida
Retirement System Could
Reduce Costs

Joint Legislative Auditing Committee

February 15, 2009

Florida Legislature Office of Program Policy Analysis & Government Accountability

Overview

® FRS includes both state and local
government employees

® System costs will substantially increase

" FRS’s two plans have differing
advantages

® There are options to reduce FRS costs
® Changing membership classes
* Changing contribution levels
*® Shifting to defined contribution plan
* Modifying DROP

Florida Legislature Office of Program Policy Analysis & Government Accountability 2




Most FRS Members Are Local
Government Employees

Florida Legislature Office of Program Policy Analysis & Government Aceountability

FRS Has Two Plans

" Pension Plan — provides a defined benefit
payment to retirees

® Investment Plan — provides a defined
contribution to employees’ individual
investment account; payments to retirees
will vary based on investment performance

Flarida Legislature Office of Program Policy Analysis & Gavernment Accoumtability




FRS Pension Plan as of 6/30/09

m 572,887 participants, 288,216 retiree
annuitants

B $99 billion in net assets

® Major investment loss in FY 2008-09 (-19%)
some losses have been recovered

® $15.3 billion actuarial deficit — 88.5%
funding ratio

Floridz Legislature Office of Program Policy Analysis & Gavernment Accountability

Pension Plan Had a Surplus but Now
Has a Deficit
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FRS Investment Plan as of 6/30/09
® 95,529 participants -- 21,139 retirees

® $4 billion in net assets — (down $297
million for year)

Florida Legislature Office of Program Policy Analysis & Gevernment Accountability

FRS Benefit Formula Has Not
Changed

Yearsof X Accrual X Average Final = Annual Pension
Service Rate Compensation Benefit

Accrual rate is the percentage value awarded for each year of
creditable service

- Average Final Compensation was the average of the five best
years of the last ten years of service

Florida Legistature Office of Program Policy Analysic & Government Accountability 2




FRS Class Structure Has Changed
[nitial (1970) Structure

Regular

Special Risk

Vesting

10 Years

10 Years

Normal Retirement

Age 62 with 10 Years of
Service
or
35 Years of Service

Age 55 with 10 Years of
Service
or
25 Years of Service

Accrual Rate

1.6% - 1.68%

2%

Employee
Contribution Rate

4%

6%

Florida Legislature Office of Program Policy Analysis & Government Accountability

FRS Has Evolved Significantly

Classes

1970: Created as Contributory System with 2

1972: Elected State Officers’ Class added
1975. Employee contributions eliminated for

Regular and Special Risk Class employees

1981: Non-contributory for all classes
1982 Special Risk Administrative Support added

Florida Legislature Office of Pragram Policy Analysis & Government Accountability




FRS Has Evolved Significantly

(continued)

B 1986: Senior Management Service Class added
B 1998: Deferred Retirement Option Program (DROP)

B 2002: Investment Plan created

" Other benefits enhanced over time

* Vesting periods reduced

* Expanded classes, increased accrual rates, added
in-line of duty disability benefits

Florida Legislature Difice of Program Policy Analysis & (Jovernment Accountability

Current Accrual Rates Vary

® Regular: 1.6% - 1.68%
B Special Risk: 3%
® Special Risk Administrative Support: 1.6% -
1.68%
® Senior Management: 2%
® Elected Officers’
e Judicial: 3.3%
* Legislature/Cabinet/Attorneys: 3%
¢ County: 3%

Florida Legislature Office of Program Policy Analysis & Government Accountability 12




Average Benefits Vary By Class

" Class Average Initial Benefit for
Retirees in Fiscal Year

2007-08

Reguiar ' $9,248

Special Risk $24,230

Special Risk Administrative $26,274

Support

Elected Officers $21,027

Senior Management $28,993

Florida Legislature Office of Program Policy A.na]‘ysis & Government Accommtability
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FRS Is Similar to Systems Offered
by Other States

B All have multiple classes

" 45 require Regular Class contributions
* 5% contribution rate
® 2% accrual rate
B 43 require Special Risk contributions
® 7.5% contribution rate
* 2.5% accrual rate

* 10 states have accrual rates of 3% or higher; 9 are
contributory

B Senior Management Service Class is Rare

Florida Eegislature Office of Program Policy Analysis & Govermnent Accountability -




Most States Offer Only One Plan

] Définad Banefit
Defined Céntribution
B DefinedBenefit and Defined Contribution

or Combinatien of the Two

Florida Legiskture Office of Peogram Policy Analysis & Government Accountability 5

The Two Plans Have
Differing Advantages

® Defined Contribution Plans
®* Predictable costs |
®* No need for actuarial studies

* Shifts investment risk to employee, who
may attain higher (or lower) benefits

* Benefits are portable and have shorter
vesting period

® Favored by non-career employees

Florida Eegislature Office of Program Policy Analysis & Government Accountability 18




The Two Plans Have
Differing Advantages

® Defined Benefit Plans
* Typically have higher investment returns
* Typically have lower investment costs

®* May achieve surpluses that can defray
costs

® Favored by career employees

Florida Legislatare Office of Program Policy Analysis & Government Accountability

DROP Was Created in 1998

® Purpose not articulated; two schools of thought:
* Encourage higher paid employees to retire
* Retain skilled employees
Allows members to retire and continue working
* 5Years: Most members
* 8 Years: K-12 Instructional Personnel
Pension benefits accumulate in the FRS Trust fund
* Eam 6.5% interest + 3% COLA
Members must terminate FRS employment after
completing DROP

Flarida Legislature Office of Program Folicy Analysis & Gavernment Accoumtability




Recent Legislation Changed DROP

® Members who retire or exit DROP after July 1,
2010

® Cannot be reemployed by an FRS employer within 6
months

* Are ineligible to earn additional pension benefits

* Elected officials may only earn interest on their
accounts for the specified DROP period, even if their
term of office extends beyond the expiration date.

Florida Legislature Office of Program Policy Analysis & Government Accountability

Most DROP Participants Are Local
Government Employees

Counfies

20% 8%

<—L_ OCounties 18%

0 State University System 5%
<———— OFloridaCelleges 4%
O ities & Special Districts 3%
0 School Boards 50%
O State 20%

Schoal Boards
50%

Florida Legislature Office of Program Policy Analysis & Government Accountability

10




Cost Red uction
Options

Florida Legislature Office of Program Folicy Analysis & Government Acvountability

Option — Offer Only the Defined
Contribution Plan

B FRS costs would have been $183
million lower if all employees hired
since July 1, 2002 had been in Defined
Contribution Plan

B However, closing Pension Plan would
increase its contribution rate

" Actuarial study of costs now being
done

Florida Legislature Office of Program Policy Analysis & Government Accountability
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Option — Reduce
Retirement Classes

For example, FRS initially included only two classes.
Reinstating initial design would save $359 million

Class1

Class 2

Class Criteria

Can complete 30-year career
without endangering self,
coworkers, or public

Cannct complete 30-year
career without endangering
self, coworkers, or public

Normal
Retirement

Age 62 with 10 Years of Service
or
35 Years of Service

Age 55 with 10 Years of Service
or
25 Years of Service

Accrual Rate

1.6% to 1.68%

2%

Membership

20% of current Special Risk
and all Regular, Senior
Management, Elected Officers’
Class members

80% of current Special Risk
members

Florida Legishature Office of Program Policy Analysis & Governmen t Accormtability
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Option - Revisit Special Risk Class
Membership

® Number of employee classes in Special
Risk Class has substantially increased
overtime

® For example, could restrict Special Risk
membership to only law enforcement
officers, Firefighters, and Corrections
officers

® Would save $83 million

Florida Legislature Office of Program Policy Analysis & Governmen t Accountability
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Option — Modify Accrual Rates

® For example, could reinstate accrual rates
that were used when FRS was created in

Class Current Accrual Rate Original Accrual Rate
-1 Regular 1.6% - 1.68% 1.6% - 1.68%
Elected Officers’ 3% —3.3% 1.6% - 1.68%

Senior Management

2%

1.6% - 1.68%

Special Risk

3%

2%

Special Risk Administrative

1.6% - 1.68%

1.6% - 1.68%

= Would saves $327 million

Flarida Tegislatmrs Offics of Program Policy Analysis & Govermment Accountability
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Option — Require Employees to
Contribute to System
® Each 1% contribution would generate $275

million

® Would not reduce employer cohtributions on
a dollar-for dollar basis '

®* Employee contributions are refundable

*70% of FRS employees leave prior to.
meeting the 6-year vesting requirement

Florida Legislature Office of Program Policy Analysis & Government Accountability
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Option — Modify DROP

® DROP cost $41.7 million in FY 2008-09

® Costs vary by membership class
* Regular Class =.09%
* Special Risk = .46%
¢ Special Risk Administrative Support = -.04%
* Senior Management Service Class =.04%
* Elected Officers’ Class =.06% to .35%

® Has been funded through blended rate that
shifts costs among employers

Florida Legistature Office of Program Policy Analysis & Government Accountability =
DROP Shifts Cost to
Regular Class Employers
FRS Fiscal Year 2010-11 Blended Rates
Special Risk
Senior Special | Administrative
Regular | Management |  Risk Suppert Judicial | L/A/C | Counties
[Rates 11.66% 21.56% 28.57% 27.21% 32.27% 3;.’..08% 37.36%
DROP 20.07% 2007% 20.07% .20.07% 20,07% | 20.07% | 2007%
[Difference +8.41% -1.49% -8.5% 7.14% -12.2% | -12.01% | -17.29%

Florida Legislzture Office of Program Policy Analysis & Gavernment Accountability 8
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Many States Implement
Drop Differently

® At least 12 other states offer DROP
® Four offer DROP to all members
® Six limit to Special Risk only
® Six provide a guaranteed interest rate
(typically lower)
®* Four provide COLAs

* Six allow members to defer enrollment
after meeting eligibility requirements

Florida Legislature Office of Program Policy Analysis & Government Accomtability

Options for Modifying DROP

8 Define purpose
® Fund by membership class
® Standardize requirements

B Base interest rate on current economic
conditions

® Eiiminate DROP — potential annual savings
of $41 million

Florida Legislature Office of Program Policy Analysis & Governnent Accountability
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January 2010

Report No. 10-15

Several Options Are Available for Modifying the Florida
Retirement System’s Class Structure to Reduce System Costs

at a glance

The Horida Retirement System has evolved since its
creation, which has increased state and local
government costs. The Legislature could consider
several options for modifying the system’s retirement
class structure to reduce system costs, including
consolidating employee  retirement  classes,
restricting class membership, modifying benefits for
~ some classes, and requiring employees to contribute
to the retirement system. These options would
generally shift FRS back to the model that existed
when the system was established in 1970, move the
system closer to the model used by most other
states, and recognize the longer life expectancy of
current employees. By doing so, the options would
reduce benefits for affected employees. Therefore,
when - considering these options, the Legislature
should consider the overali system of employee
compensation and how changing the Pension Plan
- and the Investment Plan would affect that system.

Scope

As directed by the Legislature, this is the second
of a series of reports that reviews components of
the Florida Retirement System (FRS). This report
focuses on the system’s retirement class structure
and answers four questions.

1. What membership class structure did the
Legislature establish when it created the
FRS?

2. How has the FRS class structure evolved
over time and what are the effects of these
changes? _

3. What class structures do other state and
federal government retirement programs
use?

4. How could the Legislature revise the FRS
to reduce costs?

Background

The Legislature established the Florida Retirement
System (FRS) in 1970 to serve a wide variety of
government employees. The system provides
retirement, disability, and death benefits to
retirees or their designated beneficiaries, and
offers a wide range of information services to non-
retired members. Plan members may participate
in a traditional defined benefit pension plan (the
FRS Pension Plan) or a defined contribution plan
(the FRS Investment Plan).}

Membership in the FRS is compulsory for all full-
time and part-time employees working in a
regularly established position for a state agency,
county government, district school board, state

! The FRS Pension Plan provides vested members a defined monthly
benefit upon retirement. Retirernent benefits are computed based
on age and/or years of service, average final compensation, and
service credit. The FRS Investment Plan has no guaranteed
retirement benefit. Employer contributions are directed to the
employee’s account and distributed to various investment funds
based on the employee’s chosen allocation of the contribution.
Employee benefits are based on the performance of investment
funds, and benefits cease when account balances are depleted,
regardless of retiree age or circumstances.

Office of Program Policy Analysis & Government Accountability

an office of the Florida Legislature
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university, community college, or participating
city or special district. Elected officials and certain
local government managers may elect not to
participate in the system. Individuals who work
for a government agency in a temporary or
independent contractor position are not eligible
for FRS membership.

Two state agencies administer the FRS - the
Department of Management Services” Division of
Retirement and the State Board of Administration
{SBA). The division handles the administrative
portion of the FRS, including enrolling employers
and employees; receiving employer contributions;
calculating retirement benefits; and disbursing
retirement checks. The SBA is responsible for
administering the Investment Plan and investing
FRS monies to help ensure that the retirement
plans have sufficient assets to fund current and
future retiree pensions.

Currently, the FRS consists of five retirement
classes.

= Regular Class: Includes alt employees not
assigned to any other class. It is the largest
class with 582,568 members in 2009. Its
members have the lowest average annual
compensation at $38,915.

» Special Risk Class: Includes employees who
are law enforcement officers, firefighters,
correctional officers, emergency medical
technicians, paramedics, and others who meet
membership criteria (see Appendix A for a
detailed description of membership criteria).
The class had 75,640 members in 2009 with an
average annual compensation of $53,220.

» Special Risk Administrative Support Class:
Includes former Special Risk Class members
who are reassigned to support positions that
are not classified as special risk (e.g., an
instructor or career development specialist). It
is the smallest class with 76 members in 2009
with an average annual compensation of
$44,974.

» Senior Management Service Class: Includes
employees who fill management positions
assigned by law to the Senicr Management
Service Class or authorized by law as eligible

Report No. 10-15

for Senior Management Service Class
designation. This class had 7,725 members in
2009 with an average annual compensation of
$80,290.

s Elected Officers’ Class: Includes elected state

and county officers, and municipal or special
district officers whose governing body has
chosen that its elected officers participate in
the class. The class is divided into three
groups — judges; legislators, Governor,
Lieutenant Governor, Cabinet members, state
attorneys, and public defenders; and county
elected officials. The class had 2,304 meinbers
in 2009 with an average annual compensation
of $78,089.

Employers pay all required contributions to fund
the FRS. The contribution, which varies by class,
is based on a percentage of an employee’s salary,
as shown in Exhibit 1.

Exhibit 1

Fiscal Year 2009-10 Employer Contribution Rates
Differ Significantly Across Retirement Classes

Rgla

Special Risk 19.76%
Special Risk Administrative Support 11.39%
Senior Management Service 11.96%
Elected Officers:
Judges : 18.40%
Legislators, Governor, Cabinet Membars,
State Attorneys, Public Defenders 13.32%
County 15.37%

1 The uniform contribution rate is the rate necessary o fund the
benefit obligations of the FRS Pension Flan and Investment Plan.

Source: Section 121.71, Florida Statufes.

The basic formula for calculating a member’s
unreduced annual retirement benefit under the
FRS Pension Plan is the same for all classes:

{Yearsof % Accrual §¢ Average Final e A""UE"]

T A = PEHSiOI‘I
Service Rate Compensation Benefit

Average final compensation is the average of an
employee’s five highest fiscal years of
compensation. The accrual rate, which varies by
class, is the percentage of the average final
compensation that is awarded for each year
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of servicee. (Appendix B shows the normal
retirement age, required years of service, and
accrual rates for each class.) As shown in
Exhibit 2, Regular Class members who retired
between 1970 and 2009 received an average initial
annual retirement payment of $11,174, while
Senior Management Service Class members had
the highest average initial annual payment of
$33,593.

Exhibit 2

Average Annual Enitial Retirement Payment to
Employees in Various Membership Classes Retiring
Between 1970 and 2009 Ranged from $11,174 to
$33,593

egu y . 1,
Special Risk 23,896 20.40 $22,885
Special Risk
Administrative
Support 164 2534 523,133
Senior
Management 2,007 2418 533,593
Elected Officers 2,048 20.83 531,000

! Does not include active DROP participants.

Source: Division of Refirement.

Questions and Answers —

What membership class struclure did the
Legislature establish when it created the
FRS?

When the Legislature created the Florida
Retirement System in 1970, it established a
contributory system that consisted of two
membership classes—the Special Risk Class and
the Regular Class. Special Risk Class membership
included law enforcement officers, corrections
officers, and firefighters. All other FRS members
were assigned to the Regular Class. Special Risk
Class members and employers each contributed
6% of gross compensation to the pension fund
~{for a total of 12%), and Regular Class members
and employers each contributed 4% (for a total of
8%). Members of both classes were required to
complete 10 years of service to vest (ie., qualify
for a retirement benefit). Vested special risk

OPPAGA Report

members were eligible for normal retirement at
age 55 or at any age after completing 25
continuous years of spedial risk service.? Vested
Regular Class members were eligible for normal
retirement at age 62 or at any age after completing
35 continuous years of service.?

In creating the Special Risk Class, the Legislature
recognized that the duties performed by class
members were arduous and  physically
demanding and that class members may not be
able to work until age 62 and perform their duties
without endangering themselves, their co-
workers, or the public. Anticipating that special
risk members would likely retire at a younger age
and with fewer years of service, the Legislature
chose to award this class more retirement credit
(i.e., accrual rate) to ensure that they did not
suffer “economic deprivation” when compared to
Regular Class members. Thus, the accrual rate for
Special Risk Class members was set at 2% for each
year of service, while the accrual rate for Regular
Class members was set at 1.6% per year of
service.* Using this approach, members of both
classes would receive approximately 50% of their
final average salary after completing a normal
career.

How has the FRS class structure evolved over
time, and what are the effects of these
changes?

Between 1970 and 2009, the Florida Retirement
System changed considerably. These changes
have resulted in significant differences between
and within membership classes and increased FRS
costs,

Since the FRS was created, the class structure has
changed substantially. In 1972, two years after
creating the FRS, the Legislature established the
Elected State Officers’ Class and merged it with

2Vested members who refired before their normal retirement dates
would have their benefits reduced by five-twelfths of 1% for each
month by which their early retirement dates preceded their normal
refirement dates.

*Chapter 77-466, Laws of Florida, made vested Regular Class
members eligible for normal retirement at 30 years.

*The Regular Class accrual rate increases to a maximum of 1.68%
when a vested employee completes 33 years of service or reaches
age 65.
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the Judicial Retirement System.” Membership was
compulsory for any Governor, Lieutenant
Governor, cabinet officer, legislator, Supreme
Court justice, district court of appeal judge, circuit
judge, or public service commissioner on or after
July 1, 1972, who was not already a member of an
existing system or FRS class when elected or
appointed to office. In 1974, county court judges
.were added to this class. Elected class members
and their employers each initially contributed 8%
of the members’ gross compensation to the
pension fund; the accrual rate for non-judicial
members was 3% while the accrual rate for judges
and justices was 3.3% of their average final
salaries. Placing these elected officials in this class
had the effect of increasing FRS system costs by
approximately $142 million between 1973 and
2009.

In 1975, the Legislature converted both the
Regular Class and Special Risk Class to non-
contributory status, with employers assuming full
responsibility for funding the retirement system.
Similarly, between 1979 and 1981 the Elected
Officers” Class was converted to non-contributory
status. The Division of Retirement reported that
the Legislature eliminated automatic pay raises
and longevity increases for state employees to
offset the cost of converting the FRS to a non-
contributory system.®

The Regular Class remained relatively unchanged
until 2001 when the Legislature reduced the
vesting requirement for all classes to six years.”®
The vesting requirement prior to 2001 varied from
7 to 10 years, depending on membership class.’

The change will have a total fiscal impact of

5The Elected State and County Officers’ Class was renamed the
Elected Officers’ Class in 1998 by Ch. 98-413, Laws of Florida.

5 The decision to eliminate automatic pay raises applied only to state
employees and did not affect the pay provisions of other FRS
employers, such as county governments and school boards.

"Vesting refers to the age and length of service requiremnent to be
eligible for a retirement benefit.

8 The national average to vest in a state retirement plan is 6.16 years.

9 The Senior Management Service Class vesting requirement was 7
years; the Elected Officers” Class vesting requirement was 8 years;
and the Repular Class and the Special Risk Class vesting
requirement was 10 years.
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approximately $4.6 billion when amortized over
30 years. '

While the Regular Class has remained relatively
unchanged, the Special Risk Class has been
modified several times to increase benefits and
expand membership criteria, with an associated
estimated cost of more than $2 billion. The most
significant changes occurred in 2000 when retirees
with special risk service between 1978 and 1992
who retired prior to July 1, 2000 were provided a
one-time 12% benefit increase. This change will
have a fiscal impact of more than $1 billion when
amortized over 30 years. During 2000, Special
Risk Class accrual rates were increased from 2% to
3% for all years between. 1978 and 1993 for all
members retiring on or after July 1, 2000; the
Legislature funded this $696.8 million change
from an actuarial surplus in the FRS trust fund
over a three-year period. Also, in 2000, the
minimum special risk in-line of duty disability
benefit was increased from 42% to 65% of average
final compensation (the minimuin in-line-of-duty
disability benefit for all other classes remained
at 42%). This change generated a recurring
annual cost of approximately $2.9 million. Other
significant Special Risk Class changes are detailed
in Appendix C.

In 1982, the Special Risk Administrative Support
Class was created to allow special risk members
who were reassigned to administrative support
positions to accrue pension benefits at the Regular
Class rate, but retain the right to retire at age 55
after completing at least 10 years of creditable
special risk service."

In 1987, the Legislature created the Senior
Management Service Class for state employees
who served in executive-level positions.” To

W Milliman and Robertson, Ine. May 2000 analysis of House Bill 2393
and 2003 FRS Experfence Study. :

" Establishing this class increased the Florida Retirement System’s
actuarial accrued liability by $4.2 million. Contribution rates were
increased to amortize this cost over 30 years.

2 The State Personnel System is composed of state employees in the
Career Service, Selected Exempt Service, and Senior Management
pay plans. FRS members employed by siate universities, the
Judicial Administration System, the State Court System, the
Legislature, the Florida Lottery, the Governor’s Office, the School
for the Deaf and the Blind, and the Florida National Guard are not
members of the State Pesonnel System.
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control class size, the Legislature initially limited
membership to no more than 500 members. Since
then, the Senior Management Service Class has
increased to more than 8,300 members due to
several expansions of its membership criteria.

* 1990 — Local senior managers, including
community college presidents, school district
superintendents, city and county managers,
and selected legislative managers were added
to the class.

» 1991 — State University System managers and
State Board of Administration managers were
added. '

= 1994, 1999, 2001, 2002 — Judicial branch
employees were added to the class.”

Since 1987, the cost to create and expand the
Senior Management Service Class has totaled
approximately $157 million.

Changes to the FRS system have resulted in
significant differences between and within
classes. I[n 1978, the Legislature changed the
normal career requirements for Regular Class
members from 35 years of continuous service to 30
years of service, but did not change the 25-year
normal career requirement for Special Risk Class
members. The legislative intent for the difference
in the career lengths was the physically
demanding duties performed by Special Risk
Class members (e.g., law enforcement officers,
firefighters, and corrections officers) rather than
the inherent risks associated with the duties.

In addition, the Legislature has extended Special
Risk Class membership to some former Regular
Class members who do not perform as physically
demanding duties but have other risk factors
associated with their jobs (e.g., polygraph
examiners, fingerprint technicians, and workers
employed by medical examiners). However, this
expansion has been piecemeal and has not
included other FRS members who work in
environments with similar risks. For example, the
Depariment of Corrections’ registered nurses are
classified as being in the Special Risk Class while

® Changes in the judicial employee class occurred over eight years
and incuded the addition of 14 employee groups, including public
defenders and state attommeys in each of the 20 judicial districts.
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the department’s licensed practical nurses are
Regular Class members. Similarly, Department of
Health medical personnel who work in the county
jails are not Special Risk Class members, nor are
unit treatment rehabilitation specialists who work
directly with patients in forensic facilities.

What class structures do other state and
federal govermnment retirement programs usé?

Similar to Florida, other states and the federal
government have established multiple retirement
classes. For example, all states have a class
equivalent to Florida's Regular Class. However,
most states (44) and the federal government
require employees in the regular class to
contribute a portion of their pay to the retirement
system. The median employee contribution rate
for all states and the federal government is 5.00%,
ranging from .8% for federal employees to 11.25%
for Nevada employees (Florida is mnon-
contributory). The median regular class accrual
rate for a 30-year career for all states and the
federal government is 2.00% compared to 1.6% in
Florida.™

The federal government and all other states also
have a class equivalent to Florida’s Special Risk
Class. However, in many states this class is
restricted to law enforcement and corrections
officers and firefighters. The federal government
and 42 states require special risk employees to
contribute a portion of their salaries to the
retirement plan (median contribution for all
members of 7.5%), ranging from 1% to 19%, and
the median accrual rate for all members who serve
at least 25 years is 2.5%. Ten states, including
Florida, have a special risk accrual rate that
averages 3% or more for a 25-year career.
However, unlike Florida, each of these states
requires employees to contribute to the pension
system.

Few other states offer a pension class similar to
Florida’s Senior Management Service Class, and
those that do restrict it to relatively few
employees. For example, the federal government,

" This figure includes defined benefit and hybxid plans, but does not
include Alaska, Michigan, and Nebraska, which offer defined
contribution and cash batance plans to their regular class members.
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the Georgia Employees” Retirement System, the
New York State and Local Employees” Retirement
System, and the Texas Employees’ Retirement
System do not have a unique class for senior
managers. Pennsylvania and California have such
classes but membership is very restricted—
Pennsylvania has only 380 members in its Senior
Management Service, while California has only
1,448 Career Executive Assignment positions. In
comparison, Florida had 8353 persons in the
Florida Retirement System’s Senior Management
Service Class in 2008.%

Like Florida, the federal government and other
states have separate retirement classes for elected
officials, with these programs varying significantly
by government entity. For example, members of
the Pennsylvania Assembly and Texas Legislature
are required to contribute to their retirement
system, while Florida and New York legislators do
not make such contributions. Refirement acarual
values also vary substantially among states.
Members of the Georgia Assembly are awarded
$36 per month for each year of service while
members of the California Assembly are only
eligible for Social Security benefits. Exhibit 3
displays the contribution rates and accrual rates
for elected officials in the federal government and
selected states.

Exhibit 3
Elected Officer Employee Gontribution and Accrual
Rates Vary Significantly by Government Enfity

Florida State and £ocal 0% 3%
Elected Officials
1.3% 1.7%
{first 20 years) and
: 1% (each year after
U.5. Congress 20 years)
California Assembly 0% Social Security only
4% 536 per year of
Georgia Assembly service
New York Legisiature 0% 25%
Pennsyivania Assembly 7.5% 3%
Texas Legislature ] 8% 2.3%

Source: Retirement systém handbocks for selected states and the
federal government.

% Includes DROP participants.
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How could the Legislature revise the FRS fo
reduce costs?

The Legislature could consider several options to
modify the Florida Retirement System Investment

* Plan and Pension Plan structures to reduce system

costs.  These options include consolidating
employee retirement classes (Option 1); limiting
the Special Risk Class to only law enforcement,
firefighter, and correctional officers (Option 2);
modifying accrual values for employee classes
{Option 3); and requiring FRS members to
contribute to the system (Option 4). These
options would generally shift FRS back to the
model that existed when the system was
established in 1970, move the system closer to the
model used by most other states, and recognize
the longer life expectancy of current employees.
By doing so, the options would reduce benefits for
affected  employees. Therefore, when
contemplating these options, the Legislature
should consider the overall system of employee
compensation and how changes to the Pension
Plan and the Investment Plan would affect that
system.

Option 1: Consolidate employee retirement
classes based on ability to work a normal 30-year
career. Under this option, the Legislature would
amend the law to consolidate the current five
retirement classes into two classes. It would
essentially return FRS to the structure that existed
in 1970 when the Legislature established the
system. Implementing this option could reduce
annual employer costs by approximately $359
million.% ' '

Class 1 would be identical to the current Regular
Class and would include all FRS. members who
could be expected to reach normal retirement age
(e.g., 30 years of service at any age or 6 years of
service at age 62). The base accrual rate for the
class would be 1.6% - 1.68%.

Class 2 would include all members whose duties
preclude them from working more than 25 years
or beyond age 55 without endangering
themselves, the public, or their coworkers (i.e.,

18 OPPAGA analysis of data provided by the Division of Retirement.
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law enforcement officers, firefighters, and
corrections officers). Current Special Risk Class
members who would be expected to work a
normal 30-year career would not be eligible for
Class 2 membership. This class would be eligible
for retirement after completing 25 years of Class 2
service or completing 6 years of Class 2 service at
age 55. The accrual rate for the class would be
2% .17

The advantages of this option are that

* it would yield significant cost savings;

* all employees could retire at the end of a
normal career with approximately 50% of their
final average compensation; and

» since a reduced accrual rate will generate a
reduced pension benefit, employees may
choose to defer retirement, allowing
employers to retain trained employees for a
longer period.

This option would reduce benefits for employees
in the 5pecial Risk, Flected Official, and Senior
Management Service Classes who currently earn
higher pension credits; these employees would
have to work longer to earn the same retirement
benefit.

Option 2: Limit the Special Risk Class to law
enforcement, firefighters, and correctional
officers. Under this option, the Legislature would
limit the Special Risk Class to law enforcement,
firefighters, and corrections officers, the original
employee groups covered by the class when the
FRS was established in 1970. This option
recognizes the physical demands faced by these
employees and provides for their earlier
retirement, but excludes other employees who
may face greater risks than typical employees
(e.g., medical personnel who work in correctional
facilities).

The potential savings from this option depends on
how many employees would be transferred from
the Special Risk Class to the Regular class. 1f 20%
of the Special Risk Class members transferred to
the Regular Class and the remaining members

'7 The in-line-of duty disability retirement benefits would be 42% for
both classes.

OPPAGA Report

continued to accrue pension benefits at 3% per
year, the annual savings would be approximately
$83 million."® Persons transferred out of the
Special Risk Class would no longer receive
retirement compensation for their higher
employment risks and would be required to work
longer to receive the same benefits provided by
the current system.

Option 3: Reduce accrual rates for employee
classes. By implementing this option, the
Legislature would establish comparable pension
benefits for all FRS members, regardless of dass,
similar to that offered by most other states.
Specifically, the Legislature could reduce the
Special Risk Class accrual value to 2% and all
other class accrual values to the current Regular
Class base accrual rate of 1.6% - 1.68%.
Implementing this option would reduce annual
employer contributions by $327.5 million.”
Exhibit 4 shows the cost reduction by class.

Affected employees would need to work longer to

.earn the same retirement income due to the

reduced accrual value of their pension benefit.

Exhibit 4 _
Reducing Accrual Values Would Reduce Annual
Empioyer Costs

Special Risk $295.61
Senior Management 16.57
Elected Officers 15.33
Judicial 6.92
Legislators/Attorneys/Cabinet .84
County 747 .
Ted ... . ... $39751

Source: OPPAGA analysis of Division of Retirement data.

Option 4: Require employees to contribute a
percentage of their salary to the retirement
system. Under this option, the Legislature would
convert the FRS to an employee contributory
system as is used in most states and existed in
Florida when the system was created in 1970.
Requiring all members to contribute 1% of their
salaries to the system would generate $275 million
annually and would also produce a reduction in

% OPPAGA analysis of data provided by the Division of Retirement.
¥ Ibid.
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employer contributions.” Employer contributions
will not be reduced on a dollar-for-dollar basis
because employees who leave the FRS before
vesting are entitled to withdraw - their
contributions and funds must be available to
support this option. An actuarial study would be
required to estimate the effect of implementing
the option on employer coniributions. Exhibit 5
shows the contribution amount, by cdass, if
employees were required to contribute 1%, 3%, or
5% of their salaries.

The major disadvantage of this option is that it |

would reduce employee compensation unless
salary rates were increased to match the level of
required pension contributions, which would
negate employer savings. To minimize such
effects, employee contributions could be phased
in over time. Moreover, if this option were
implemented, the Division of Retirement would
require additional personnel to provide the
services associated with calculating and
distributing refunds.

X Ibid.
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Bxhibit 5
Requiring Employees to Contribute to the Retlrement
S .

Regular 26.71 0.13  $1,133

Special Risk 4).26 120.77 201.28
Special Risk

Administrative 0.03 040 0.171
Senior Management 6.20 18.61 31.01
Elected Officers 1.80 5.40 9.00
Total v - 897 0 §B25 - $1,875

1 Employer contributions are not zeduced on a dollar-for-dollar basis.
Source: OPPAGA analysis.

Agency Response ——

In accordance with the provisions of s. 11.51(5),
Florida Statutes, a draft of our report was
submitted to the secretary of the Department of
Management Services for review and response.
The Secretary did not provide a written response
to this report.

OPPAGA supports the Florida Legislature by providing evaluative research and objective analyses to promote government accountability
and the efficient and effective use of public resources. This project was conducied in accordance with applicable evaluation standards.
Copies of this report in print or alternate accessible format may be obtained by telephone (850/488-0021 or 800/531-2477}, by FAX
(850/487-3804), in person, or by mail (OPPAGA Report Production, Glaude Pepper Building, Room 312, 111 W. Madison St,

Tallahassee, FL 32399-1475). Cover photo by Mark Foley.

OPPAGA website: www.oppaga.state.fius
Project supervised by Kara Colins-Gomez {850/487-9257)
Proiect conducted by Ed Madden (850/487-9273) and Linda Vaughn
Gary R. VanLandingham, Ph. D., OPPAGA Director
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Appendix A
Special Risk Class Has Many Membership Criteria

Membership in the Florida Retirement System Special Risk Class is dependent upon a
number of criteria. The table below describes those criteria for all positions eligible for Special
Risk Class designation, including law enforcement officers, firefighters, correctional officers,
and others.

Table A-1
Criteria Members of the Special Risk Class Must Meet

1. Employment in one of the positions below
a. Law Enforcement Offcer

= A sheriff or elected police chief
= Alaw enforcement officer whose duties require the pursuit, apprehension, and arrest of law violators or suspected law violators
= Ap active member of a bomb disposal unit whose primary responsibility is the locatien, handling, and disposat of explosive devices
» A command officer or supervisor of Special Risk Class members whose duties require the pursuit, apprehension, and arrest of law violators
or suspected law violators, or the logation, handling, and disposal of explosive devices
b. Arefightsr

= Afirefighter whose duties and responsibifities include on-the-scene fighting of fires, fire prevention or firefighter training responsibiiities, or
aerial firefighling surveillance as a fixed-wing pilot employed by the Depariment of Agriculture and Consumer Services’ Division of Forestry

= Afirefighter whose duties and responsibilities include direct supervision of firefighting units, fire prevention, or firefighter training

= A command officer or supervisor of Special Risk Class members whosg duties incfude on-the-scene fighting of'ﬁres, fire prevention, or
firefighter training ’

¢. Comectional Offfcer and Probation Offcer

=  Acorrectional officer whose primary duty and responsibility is the custody and physical restraint, when necessary, of prisoners or inmates
within a prison, jail, or other criminal correction or detention facility, or while on work detail or while being fransported outside the facility

= A superintendent or assistant superintendent of a correction or detention facility that maintains custody of prisoners or inmates and
employs cormectional officers. The superintendent is the person directly in charge of the day-to-day operations of a specific correciion or
detention facifity. The assistant superintendent is the person whose responsibilities include direct line autharity from the superintendent
over all subordinate employees for the day-to-day operations of the facility. If no one employee in a corrections facility has such
responsihility, then for retirement purposes there is no assistant superintendent of that facility. .

= A community-based correctional probation officer whose primary duties and responsibilities are the supervised custody, surveillance,
control, investigation, and counseting of assigned inmates, probationars, parolees, or community conirolees within the community

= Avyouth custody officer employed by the Department of Juvenils Justice whose primary duties and responsibilities include the supervised
custody, surveillance, confrol, investigation, apprehension, arrest, and counseling of assigned juveniles within the community

= A command officer or supervisor of Special Risk Class members whose primary duty and responsibility is the custody and physical
restraint, when necessary, of prisoners or inmates within a prison, jail, or other ¢riminal correction or defention facility (or while on work
detail or while being fransported outside the facility}; or the supervised custody, surveillance, control, investigation, and counseling of
assigned inmates, probationers, parolees, or community controlees within the community
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d Emergency Medical Technician or Paramedic

= An emergency medical technician or paramedic whose primary duty and responsibifity includes on-the-scene smergency medical care and
who is employed with a licensed Advance Life Support or Basic Life Support employer

»  The direct supervisor of emergency medical technicians or paramedics, or the supervisor or command officer of one or more members
who have such supervisory responsibility

& Certain Profsssional Health Care Employee in Siate Correctional or Forensic Faciities or Institutions

= Certain state heaith care professionals within the Department of Comections or the Department of Children and Family Services who spend
at least 75% of their time performing duties which involve contact with patients or inmates in a correctional or forensic facility or institution;
and who are employed in certain specific employment classifications fisted in s. 121.0515(2){f), Forida Statutes.

. Forensic Frofessionals

» A member employed in certain forensic positions with the Department of Law Enforcement in the crime faboratory, o certain forensic
positions with the Division of State Fire Marshal in the forensic laboratory, or certain forensic employees of local government law
enfarcement agencies or medical examiner's offices who meet the criteria in the retirement laws and rules to quealify for this class.

= A member employed in a forensic position with a iocal govemment faw enforcement agency or medical examiner's office in order to meet
the criteria for Special Risk Class membership must spend 65% of his or her ime performing durties that involve the collection, examination,
preservation, documentation, preparation, or analysis of human tissces or fluids or physical evidence having potential biological, chemical,
or radiological hazard or contamination, or use chemicals, processes, or materials that may have carcinogenic or health damaging
properties in the analysis of said evidence, or the member must be the direct supervisor of one or more individuals having sich
responsibility.

2. Certification or a requirernent to be certified as described helow:
a Law Fnforcement Offfcers, Gomectional Officers, Cormmunity-Based Comectional Probation Ofifcers and Youth Gustody Offficers

= Certified by the Criminal Justice Standards and Training Commission in compliance with s. 943.1395, Horida Statutes (except a sheriff o
elected police chief).

b. Frefighters

»  Ceriified by the Firefighters Standards and Training Council in compliance with 5. 633.35, Horida Staiutes.
3. Certification as described below:
a. Emergency Medical Technicians and Faramedics

= Certified by the Department of Health in compliance with s. 401.27, Floriga Statites.

Source: A Retirement Guide for the Special Risk (lass, Florida Division of Retirement, 2009.
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Appendix B |
Retirement Years of Service and Accrual Rates Vary
Significantly by Class |

The Florida Retirement System’s five retirement classes have varying years of service
requirements and accrual rates. For each class, the table below describes the years of service
(or age) needed to achieve “normal retirement.” The table also shows the annual accrual

rates for each class.

Table B-1

Regulay

Normal Retirement and Annual Accrual R

30 years of service or age 62 with 6 years
of service

1.6% with 30 years of service or age
1.63% with 31 years of service or age 63
1.65% with 32 years of service or age 64
1.68% with 33 years of service or age 65

Special Risk

25 yeafs of special risk service, age 55
with 6 years of service, or age 52 with 25
years of service including military service

3% for each year of service

Special Risk Admin
Support'

25 years of service, age 55 with 6 years of
special risk service, or age 52 with 25
years of service including military service

1.6% with 25 years of service or age 55

1.63% with 26 years of service or age 56
1.65% with 27 years of service or age 57
1.68% with 28 years of service or age 58

Senior Management
Service

30 years of service or age 62 with G years
of service.

2% per year of service.

Flected (fficers

30 years of service or age 62 with six
years of senvice

Judges & Justicas

3.33% per year of service

All Others

3% per year of service

'Must have six vears of special risk—related service credit.

Source: Division of Retirement,

11
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Appendix G

Report No. 10-XX

Expansions to the Special Risk Class Have Generated
Costs in Excess of $2 Billion Since 1970

The Legislature has modified the benefits and membership criteria for the Florida
Retirement System Special Risk Class numerous times since its creation in 1970. The
exhibit below describes the significant statutory amendments and includes the fiscal
impact of the changes when such data is available.

Table C-1
The Legislature Has Modified the Benefits and Membership Criteria for the FRS Special Risk
Retirement Class Numerous Times

1974

Special risk acerual rate increased from 2% to 3%

Cost: $39.48 million for 4-year period

1978

Special risk acerual rate decreased from 3% to 2%

Savings: $9.6 millicn the first year; recurring

1988

Special risk accrual rate increased from 2% to 3% over five
years '

Cost $309.2 million over five years; recurring

1999

Special Risk Class expanded fo include emergency medical
technicians or paramadics

Cost: $6.02 million the first year; recurring

2000

Special risk minimurn in-line-of-duty disabifity benefits
increased from 42% 1o 65%

Cost: $2.9 miilion for the first year, total of
$11.8 milkion through June 2003; recurming

2000

One-time 12% benefit increase for retirees with special risk
service between October 1, 1978 and December 31, 1992
who refired prior to July 1, 2000

Cost: $1.025 billion amortized over 30 years

2000

Special Risk Cfass expanded o include community-based
correctional probation officers

Gost: $36.6 million for first two and one-half
years; recurring

2000

Special Risk Class expanded to include certain forensic
workers employed by the Department of Comrections or the
Department of Children and Family Services

Gost: %8 miltion for first two and one-half
years; recuiring

2000

Special risk retirement credit upgraded for all years between
1978 and 1993 for all members retiring on or after July 1,
2000 -

Cost $697 milkion from the Trust Fund surplus

2001

Special Risk Class expanded to include fire prevention and
Training supervisors and fixed-wing pilot firefighters
performing aerial surveillance with the Division of Forestry
in the Department of Agricullure

Cost Unknown cost because the number of
employees affected by the expansion is
unknown. However, employer coniributions
increased 123% for each employee, recurring

2005

Special Risk Glass expanded to include specified forensic
workers employed by law enforcement agencies or medical
examiners’ office

Cost: $1.4 million for the Florida Department of
Law Enforcement in the first year. Unknown
cost for other state and local FRS employers
since the number of employees affected is
unknown.

2008

Special Risk Class criteria changed for forensic workers in
the Department of Law Enforeement or Division of State
Fire Marshal

Savings: $514,657 the first year, recurming

Sources: Milliman and Robertson, Inc., Division of Retirement, legislative staff, and OPPAGA analyses.
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Florida Retirement System Funds and Investment Returns
Declined with the Economy; the SBA Reports That Its
Investment Strategy Is Designed to Withstand Losses

at a glance

Membership in the Florida Retirement System
(FRS) is open to all public employers in the
state, with school districts (48%) and counties
(23%) currently comprising nearly three-

quarters of the membership. Members can

choose between three retirement plans: the
Pension Plan, the Investment Plan, and the
Hybrid Plan. The FRS is managed by the
Department of Management Services’ Division
of Retirement and the State Board of
Administration,

FRS Pension Plan investment returns declined
with the economy during the past fiscal year.
At the end of Fiscal Year 2008-09, the Pension
Pian’s rate of return was a negative 19.03%,
and the fund decreased by $27 billion from the
previous year. Results for the Investment Plan
were similar, with a rate of return of negative
15.16% and a decrease in fund assets of $293
mitlion. As of June 30, 2009, the FRS Pension
Plan had 88.5% of the monies needed to pay all
current and future expected benefits for existing
participants and their beneficiaries. . However,
State Board of Administration managers report
that the board’s investing horizon is 15 o 30

years and its investment strategy is designed to -

withstand short-term losses and economic
turndowns.

Scope

As directed by the Legislature, this is the first of a
series of reports that evaluates the Florida
Retirement System (FRS). This report assesses
the financial condition of the system as of
June 30, 2009 and answers three questions.’

1. Are FRS Pension Plan funds sufficient to
pay retiree benefits?

2. How have recent economic events affected
the financial performance of the FRS
Pension and Investment Plans?

3. What has been the investment
performance of the Pension and
Investment Plans’ asset classes?

Background

The Legislature established the Florida
Retirement System (FRS) in 1970. The system
provides retirement, disability, and death benefits
to retirees or their designated beneficiaries and
offers a wide range of information services to
non-retired members. The plan is funded
through employer contributions and investment
earnings, and serves a wide variety of
government employees.

!The remaining three reports will examine the FRS retirement class
structure; the Deferred Retirement Option Program; and defined
benefit versus defined contribution plans.

Office of Program Policy Analysis & Government Accountability

an office of the Florida Legislature
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Two state agenciés administer the FRS.
Two state entities manage the FR5: the
Department of Management Services and the
State Board of Administration (SBA).

The Department of Management Services’
Division of Retirement administers the FRS
Pension Plan The Pension Plan is a defmed
benefit plan that provides vested members
lifetime pension payments based on a
percentage of their salary, years of service,
and their age at retirement. The division also
handles the administrative portion of the
FRS, including tracking enrollment, receiving
employer contributions, calculating
retirement benefits, and disbursing
retirement checks. In addition, it administers
eight smaller retirement programs as well as
the Retiree Health Insurance Subsidy
Program, the Florida Retirement System
Preservation of Benefits Plan, and the
Deferred Retirement Option Program. The
division also oversees and monitors the
actuarial soundness of local government
retirement systems that are not part of the
FRS, as well as pension -plans for municipal
police and firefighters.

In Fiscal Year 2009, the Legislature
appropriated $35.0 million to the division,
with -$15.8 million coming from general
revenue and $19.2 million from the FRS trust
fund. The division has 194 authorized
positions.

The second state entity that has FRS-related
duties and responsibilities is the State Board
of Administration. The SBA is responsible
for investing FRS monies to help ensure that
investment returns are sufficient to fund
current and future pensioners. It actively
oversees investments made for the Pension
Plan, with the plan members having no say
in how the funds are invested. It also
administers the FRS Investment Plan, a

“The board is composed of the Governor, the Chief Financial
Officer, and the Attorney General, who serve as trustees to the
retirement fund. The brustees appoint an executive director

who directs a staff that oversees the financial management of

the FRS and 34 other government funds.
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defined contribution plan that does not
provide guaranteed lifetime retirement
benefits. Employees enrolled in the
Investment Plan direct how their retirement
funds are invested and choose from a group
of 20 investment options selected by the SBA.
Modeled after the private sector’s 401(k)
plans, retirement benefits are based on the
employee’s investment choices, how well the
investments perform, and the strength of the
financial markets when the plan member
retires. Additionally, to help pubkc
employees make informed financial decisions
regarding their pensions, the board
coordinates with the Division of Retirement
to operate the MyFRS Financial Guidance
Program, which provides FRS members
information and guidance through several
methods, including a website and toll-free
telephone number.” The board has a budget
of $50.6 million and 182 authorized
positions.*

FRS offers three plan options. The Florida
Retirement System comprises three primary
retirement plans.

= The FRS Pension Plan
»  The FRS Investment Plan

» The Hybrid Plan, which is a combination
of the Pension Plan and the Investment
Plan. The Hybrid Plan allows employees
to freeze their Pension Plan participation
and direct all future employer
contributions to the Investment Plan.

~ Employer contributions and investment

income fund the FRS. - The Pension,
Investment, and Hybrid plans are all funded
primarily from employer contributions made

3 The program includes print and video educational materials; a
toll-free guidance line staffed by division counselors and
private financial counselors; a website that contains plan choice
information and retirement planning applications; and plan
choice and retirement planning workshops.

¢The Legislature does not appropriate the board funds. The
board is funded by management fees it charges for overseeing
35 funds and by employer contributions that are used to cover
the costs of administering the Investment Plan and the costs of
providing educational services to participants in both the
Pension Plan and the Investment Plan.
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on behalf of employees, as well as from the
State Board of Administration’s investment of
these contributions in various asset classes,
including real -estate, stocks, bonds, and
alternative investments like venture capital
and private equity.”

While the SBA determines the investment
options offered by the Investment Plan, state
law specifies how the board can invest
Pension Plan assets. Specifically, for Pension
Plan funds, Florida statutes permit the board
to invest up to

= 25% of any fund in bonds, foreign
currency, notes, and notes secured by
first mortgages, mortgage securities,
group annuity contracts, real property,
and U.S. government obligations;

»  80% of any common stock, preferred
stock, and interest-bearing obligations of
a corporation having an option to convert
into common stock;

»  10% of the entire portfolio in alternative
investments defined as investment in
private equity, venture, hedge, or distress
funds; and

* 1.5% of the entire portfolio in
economically targeted investments
designed to provide superior returns to
the portfolio while also economically
benefitting the state.’

As of June 30, 2009, the net asset value for the
Pension Plan was $99.6 billion while the net
asset value for the Investment Plan was $4.1
billion.

Most FRS members are employed by local
government entities. Membership in the
Florida Retirement System is compulsory for
all full- and part-time employees working in
a regularly established position for a state
agency, county government, district school

% Private equity is stock from companies that are not publicly
traded on a stock exchange. .

¢A 2008 OPPAGA report reviewed the SBA's efforts to
implement a targeted investment program. See Eronomically
Targeted Investment Program Under Development QTTAGA
‘Report No. 08-72, December 2008.
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board, state university, state college, or
participating city or special district.” Elected
officials and certain local government
managers may elect not to participate in the
system. Individuals who work for a
government agency in a temporary or
independent contractor position are not
eligible for FRS membership.

As of June 30, 2009, 572,887 participants and
288,216 retiree annuitants were in the
Pension Plan (see Exhibit 1). As of this date,
95,529 active employees and 21,139 retirees
were in the Investment Plan, and 463 were in
the Hybrid Plan. As shown in the exhibit,
school district employees composed nearly
half of the FRS’s active members followed by
counties, and the state of Florida. State
colleges, cities, and special districts
employees each composed less than 5% of
the FRS's active membership.

Exhibit 1
School Districts Comprise the Largest Portion of
FRS Members

State
Universities

Cities and
Special
Districts

Source: Division of Retirement.

7The Florida College System (formerly the Community College
System) comprises public postsecondary educational
institutions that grant two- and four-year academic degrees.
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Questions and Answers -

Are FRS Pension Plan funds sufficient to
pay retiree benefits?

For the first time in 11 years, the FRS
Pension Plan’s trust fund will not have a
surplus, as its liabilities (i.e., obligated
benefits payments) exceeded the value of its
assets as of July 1, 2009 (see Exhibit 2). The
Division of Retirement’s contracted actuary
reported that as of that date, the fund had
88.5% of the monies needed to pay all
current and future expected benefits for
existing participants and their beneficiaries.
In addition, the fund was reported to have
an actuarial deficit of $15.4 billion. In
contrast, it had an actuarial surplus of $8.2
billion at the end of the prior year® The
actuary attributed these results to declining
asset values caused by the economic
recession as well as participants working
longer and retirees living longer than

expected. State legislatures typically
address such shortfalls by increasing
employer contributions, transferring

resources from other state programs, or
issuing bonds. If Florida’s plan continues to
remain underfunded, the Legislature may
want to consider taking similar actions.

However, it should be noted that the
Pension Plan’s funding status (the ratio of a
pension plan’s assets to its liabilities)
exceeded most other states’ public pension
plans in recent years. In its 2009 national
ranking of public pension plans, Standard &
Poor's ranked Florida third in financial
strength as measured by its funding ratio.’
Standard & Poor’s ranked the FRS as being
first and third in its 2007 and 2008 reports.

® From Fiscal Years 1998-99 through 2007-08, the Pension
Plan had surplus assets ranging from $7.6 billion to $14.5
billion. These surpluses were used in part to reduce
employer coniributions and increase employee benefits,

® These rankings are based on 2007 data, the most current
data available for all 50 states.
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Exhibit 2
FRS Pension Plan Liabilities Exceeded Assets in
Fiscal Year 2008-09

FRS Pension Plan Funding Status

As of July 1 of Indicated Year

0% Actuarial Assets as a Percentage of Liabilities  100%

Source: State Board of Administration.

How have recenf economic evenis
affected the financial performance of the
FRS Pension and Investment Plans?

The U.S. recession that began in December
2007 and the global economic declines that
followed significantly affected investment
returns for the 14,000 worldwide securities
comprising the Florida Retirement System
Pension and Investment Plans. As shown in
Exhibit 3, the Pension Plan’s one-year rate of
return for June 30, 2009 was negative 19.03%.
The value of fund assets as of June 30, 2009,
($99.6 billion) was $27 billion lower than the
value as of June 30, 2008. State Board of
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Administration  officials  report  that Exhibit 3

investment results for the last four years FRS Pension and Investment Plan Returns
represent short-term results and that SBA’s Declined with the Economy but Frequently
investing horizon is for 15 to 30 years and its Exceeded Benchmarks

investment strategy is designed to
withstand short-term losses and economic

downturns. 6% 18.0]
SBA managers routinely set investment Eg;%f[;ﬁg” 10.03% | 17.85% | -4.32% | -17.89%
performance goals, or benchmarks, with the

Met ar exceeded

goal of achieving an overall fund rate of Yes | Yes No No

; henchmark
return of 5% above inflation averaged over

3:Year Retu

a 15-to 30-year period. DBenchmarks are Target return . R R

based on Zconoilic conditions, actuarial ben?:hmark2 11.87% | 12.32% { 7.44% | -2.55%
projections, and market indices.” As shown Met or exceeded ves | Ves 1 Yes

in Exhibit 3, until Fiscal Year 2008-09, the Denchmark

board generally met its benchmarks. Board ’?;‘:a:f:éfﬁ?

officials report that these short-term losses bengchmark2 5.84% :11.30%: 9.56%

will likely continue until the econom

rebounds.y y gl?c%r;:ﬁf eded Yes Yes Yes Yes
Similar to the FRS Pension Plan's :ETtarget po— S
performance, the Investment Plan’s returns benchmark? $ 8.42% | 7.08% : 5.38% ; 2.01%
increased in Fiscal Year 2005-06 and 2006-07, Met or exceeded

but began declining in Fiscal Years 2007-08 benchmark ves Yes ves YE

and 2008-09. Exhibit 3 shows that by the
end of Fiscal Year 2008-09, the Investment
Plan’s one-year rate of return was negative
15.16%. The value of the Investment Fund’s

18.01%
16.29%

Benchmark'r‘é urh
Met or exceeded

assets as of June 30, 3009 was $293 million benchmark? Yes No Yes Yes
lower than the value as of June 30, 2008. “3:Vear Retun 08% L 11.50% e
Benchmark refurn 10.50% 1 11.38% | 6.12% | -2.58%
® A market index tracks and measures changes in the Met or exceeded Yes Yes Yes ' Yes
P s benchmark?
performance of a specific group of stocks, bonds, or other e
:b:Year Relum

investments fromn a specific starting point—generalty July 1

of each fiscal year for FRS investments. As an example, the Benchmark refern na’ nal 8.32% ; -1.90%
SBA domestic equities portfolio’s performance is assessed Met or exceeded 3 2

against the Russell 3000 index, which contains 98% of all benchmark? na na Yes Yes
U.S. stocks.

! The SBA’s performance goal, called target benchmark, is
based on actuarial projections and economic conditions.
Ovwer the long term (i.e., 15 to 30 years), the board strives to
achieve an overall fund benchmark of 5% above inflation.

2 The Legislature established the Investment Plan in Fiscal
Year 2002-03, so there are no five-year returns for these two
fiscal years.

Source: OPPAGA analysis of State Board of Administration

data.
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What has been Ihe invesiment

performance  of the Pension and

Investment Plans’ asset classes?

Similar to the overall fund results, return
rates for Pension Plan and Investment Plan
asset classes generally were lower in Fiscal
Year 2008-09 than in the three preceding
years. Exhibit 4 shows that for the Pension
Plan, all asset classes had lower returns than
previous years, with the largest negative
return for the strategic investments (negative
34.58%), followed by the foreign equities
(negative 29.49%), and the domestic equities
(negative 26.34%)." Returns within the asset

 Strategic investments include real estate debt city, county, and
state infrastructure projects; timberland; and corporate
govérnance activist funds designed to improve returns on
undervalued companies.

Report No. 10-19

classes for the Investment Plan also showed
losses, with the largest decreases in the
foreign equities (negative 28.50%) and
domestic equities (negative 26.54%) (see
Exhibit 5). Most of the market indices
associated with both plans’ asset classes
experienced negative returns as well,
reflecting the general state of the economy at
end of Fiscal Year-2008-09.

Agency Response ——

In accordance with the provisions of s.
11.51(5), Florida Statutes, a draft of our report
was submitted to the executive director of the
State Board of Administration and the
secretary of the Department of Management
Services for review and response. The
executive director’s written response is
included in Appendix A. The Secretary’s
written response is included in Appendix B.
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Exhibit 4
_inancial Performance Declined for All Pension Plan Asset Classes in Fiscal Year 2008-09

Benchmark return 9.55% 20.07% -12.68% -26.56%
Met or exceeded benchmark? No No Yes Yes
Percentage of fund ' 50.40% 42.9% 35.50% 35.29%
43 ) .82 29:49
Benchmark return 27.90% 29 62% -7.62% -30.20%
Met or exceeded benchmark? No Yes Yes Yes
Percentage of fund 15.20% 16.4% 18.70% 20.46%

| %
§.53% 7.12% 6.05%

Benchmark return
Met ar exceeded benchmark? No No No
Percentage of fund 22.9% 27.6% 26.10%

Benchmark return 9.09% 6.41% 10.12% “24.47%

Met or exceeded benchmark? Yes Yes No Yes
Percentage of fund 4.90% 6.0% 7.70% - 7.81%
Benchmark return - 4.35% 5.30% 4.44% 1.72%
Met or exceeded benchmark? No Yes Na No

Percentage of fund

Benchmark return 14.06% 24.60%
_ Met or exceeded benchmark? No No
Percentage of fund 3.10%

Benchrﬁark return
Met or exceeded benchmark? NA? NAZ
Percentage of fund

funds designed to imorg ndervalued companie A& K 86!
Benchmark Return NAS NAS -8.51% -22.00%
Met or exceeded benchmark? NAZ NA® No No
Percentage of fund : NAS NAS 4.10% 3.37%

! The SBA’s 2006-07 and 2007-08 Investment Report lists returns that are both higher and lower than repozted here, stating in footnotes that
certain trades were included while others excluded from their calculations. The numbers presented here reflect all trades executed by the
SBA.

2 These funds were not in existence during this period.

3 This is a new asset class that received initial funding in June 2007.

Source: OPPAGA analysis of State Board of Administration data.
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Exhibit 5
FmanmalPerformance Dec!med fnrMnst !nvestment Plan Asset Glasses In F;scal Year 2008 09

Benchmark F{eturn 10.83%
Met or exceeded benchmark? : Yes
percentage of Fund

‘Benchmark Return ‘ 23.78%  26.16% 950%  -30.97%
Met or exceeded benchmark? Yes Yes Yes Yes
_Percentage of Fund 8.80% 12.10% 11.20% 7.71%

Benchmark Return
Met or exceeded benchmark? Yes No
Peicentage of Fund _

Beﬁchrﬁ'ahrk R.e.m.r.n EASUTY- WIOSEHNIETEsTIa SR ; _154% : 399% 1.5-0.9%,

Met or exceeded benchmark? Yes No Yes
Percentage of Fund 3.00% 2.10% 4.00%

'Bénchrﬂz‘a&rk Retum
Met ar exceeded benchmark? Yas YBs
‘_Percentage of Ffund

Benchmark Return T ' T ' 9.81% 16.84%
Met or exceeded benchmark? : Yes No Yeog Yes
Percentage of Fund 34.70% 37.00% - 37.50% 37.12%

Source: OFPPAGA analysis of State Board of Administration data.
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STATE BOARD OF ADMINISTRATION v EROR
Yyl ey A AS CHATRMAN
OF FLORIDA eumn
. . CHIEF FEMANCIAL OFFICER
1501 HEKMATAGE BOULEVARD A5 TREASURER
TALLAHASSEE, FLORIDA 32308 BILL MeCOLLEM .
{850} 4884406 ATTOHNEY GENERAL
ASSECRETARY
POST OFFICE BOX 13300 e ASH WELLIAMES
32317-3300 FAECUTIVERIRTCTOR & C1Q

January 27, 2010

Mr. Gary R. Vaal.andingham
Directar

OPPAGA _
Claude Pepper Buoiiding; Room 312
P11 West Madison Sireet
Tallahassee, FL 32399

Dear My, VanLandingham:

We reviewed OPPAGA’s prefiminary and tentative report entitled, Florida Retirement System
Funds and Investment Returns Declined with the Economy; SBA Reports That Investment
Strategy Is Designed to Withstand Losses. We have no objection or questions- in, regard to the

information presented in the report.

We welcome OPPAGA's efforts and, as always, we appreciate your diligence and

professionalism.

Sincerely,

Ashbel C. Williams
Executive Director & C10

o¢: M. Flerida Rivera-Alsing, Chief of Tnternal Audit, State Board of Administration

Ms, Sarabeth Srugps, Director, Florida Division of Retirement

Mr. Steve Rumph, inspecior General, Department of Management Services
Ms. Kim Mills, Director of Auditing, Chief Tnspector General’s Office
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Appendix B

Office of thiz Secretary
—— _ 4050 Esplanade Way

] Talizhasser, Fiorida 32399-0%50
DEPARTMENT #F MAMAGEMEMNT ' Teh 8504803785

: e r V 1 C e S Fae 5509226143

v s MyFlorda com

Sovarnor Charbie Crist Secreqary Linds H. South

February 2, 2010

Mr. Gery R. VanLandingham, Director

Office of Program Policy Analysis and
Government Accountability

111 West Madison St., Room 312

Tallahassee, FL 32399-1450

Dear Mr. VanLandingham:

We have reviewed your preliminary -and tentative reporls, Several Options are
Available for Modifying the Florida Retirement System’s Class Structure to
Reduce System Losts and Florida Refirement System Funds and Investment
Returns Declined with the Economy; SBA Reports that Investment Strategy
Designed to Withstand Losses.

The department will implement or-assist other entities in implementing any aptions the
Legislature should choose to designate.

We appreciate your staff's efforts and cordial working relationship over the past few
months. if you need additional information, please contact Steve Rumph, inspectar
General, at 488-5285.

Sincerely,

Linda H. Sauth’
Secretary

cc: Ken Granger, Chief of Staff
David Faulkenberry, Deputy Secretary
Sarabeth Snuggs, Director of Retirement
Elizabeth Irvin, Legisiative Affairs Director
Linda McDonald, Communicaticns Director

We serve those'who serve Fiorida.

10
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The Florida Legislature

Office of Program Policy Analysis
and Government Accountability

OPPAGA provides performance and accountability information about Florida

government in several ways.

Reports deliver program evaluation, policy analysis, and Sunset

reviews of state programs to assist the Legislature in overseeing government
operations, developing policy choices, and making Florida government better,
faster, and cheaper.

PolicyCasts, short narrated slide presentations, provide bottom-line briefings of
findings and recommendations for select reports.

Government Program Summaries (GPS), an online encyclopedia,

www.oppaga.state. fl.us/government, provides descriptive, evaluative, and
performance information on more than 200 Florida state government programs.

The Florida Monitor Weekly, an electronic newsletter, delivers brief announcements

of research reports, conferences, and other resources of interest for Florida's policy
research and program evaluation community.

Visit OPPAGA’s website at www.oppaga.state fl.us

OPPAGA supports the Florida Legislature by providing evaluative research and objective analyses to promote government
accountability and the efficient and effactive use of public resources. This project was conducted in accordance with appiicable
evaluation standards. Copies of this report in print or altemate accessible format may be obtained by telephone (850/488-0021), by
FAX {850/487-3804), in person, or by mail (OPPAGA Report Production, Claude Pepper Building, Room 312, 111 W. Madison St,
Tallahassee, FL 32399-1475). Cover phato by Mark Foley.

OPPAGA Website: www.oppaga.state fl.us

Project supervised by Kara Gollins-Gomez (850/487-4257)
Project conducted by Linda Vaughn (850/487-9216) and Ed Madden
Gary R. VanLandingham, Ph.D., OPPAGA Director
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FRS Defined Contribution Plan Costs Are Typically. Lower
and More Predictable; Fiscal Impact of Requirin

at a glance

Most states (39) provide only defined benefit
retirement plans to their employees, although defined
contribution plan costs are more predictable. The -
Florida Legislature has considered several proposals
fo close the defined benefit Pension Plan and require
all new employees to join the defined contribution
Investment Plan. This action would provide i increas
certainty in the level of required
contributions to the FRS over time and would Te
certain costs. We estimate that if all employees hir
after July 1, 2002 had been required
investment Plan, employers wo
approximately $1 83 million co

benefit Pension Plan and the defined
contribution Investment Plan.

The defined benefit Pension Plan, established in
1970, provides meinbers with a lifetime pension
payment based on their age, years of service,
costs of the two:: ] ~ average salary, and retirement membership
class.! During Fiscal Year 2008-09, the Pension
Plan had 572,887 active participants and 289,602
retirees. The plan had a net asset market value
of $99.6 billion as of June 30, 2009.%

o _ The defined contribution Investment Plan,
gislature, this is the third of created in Fiscal Year 2000-01 and first offered in
ites the Florida Retirement
s report compares the FRS’s

As directed
a series that
System (FRS).

! The FRS consists of five retirement classes—regular, special risk

defined benefit Pension Flan to its defined (law enforcement officer, firefighters, etc), special risk
contribution Investment Plan and answers three administrative supporf, senior management service (e.g,
questions. employees who fill management positions}, and elected officers.

2 An additional 32,921 members were in the Deferred Retirement
Option Plan.

Office of Program Policy Analysis & Government Accountability
an office of the Florida Legislature
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Fiscal Year 2002-03, does not provide members
with guaranteed lifetime retirement benefits.
Benefits are based on how much the employer
contributes to the plan, the types of investment
options selected by the employee (e.g., stock and
bond mutual funds), and how well these
investments perform over the employee’s career.
As of June 30, 09, the Investment Plan had 95,529
active participants. In addition, 21,139
individuals had left the plan, placing their funds
in another employer’s retirement plan or taking
their funds in a lump sum. The plan had a net
asset market value of $4.08 billion as of
June 30, 2009.

Viost FRS members are employed by local
government entities. Membership in the Florida
Retirement System is compulsory for all full- and
part-time employees working in a regularly
established position for a state agency, county
government, district school board, state
university, community college, or participatin
city or special district. As shown in Exhibi
school board and county government empldye
comprise more than two-thirds of acti
members in both the Pension Plan and th
Investment Plan.

and the State Board: bE:
manage the two retirement
of Retirement provides admi

t, receiving

- nnual report. For

of Administration is
sesting FRS monies to help
ensure that investment returns are sufficient to
fund current future pensioners. It actively
oversees investments made for the defined
benefit Pension Plan, with the plan members
having no say in how the funds are invested. It
also administers the defined contribution
Investment Plan. Additionally, to help public
employees make informed financial decisions
regarding their pensions, the board coordinates

publishing

“disburses retirement

DRAFT

with the Division of Retirement to operate the
MyFRS Financial Guidance Program, which
provides FRS members information and
guidance through several methods, including a
website and toll-free telephone number.

Employer contributions and investment income
fund the two plans. Pension benefits for
members of the defined benefit plan are funded
primarily by employer con ] ons and returns
generated by fund i
contribution plan be

ormal costs are the portion of
resent value of pension benefits
fic year. The Division of

data vatious demographic assumptions, such
r's life expectancy, age at refirement,

rnunations prior to vesting, disability rates, and
ec% omic assumptions, such as the plan’s rate of
sturn on investments. The actuary then

“computes a normal cost rate which represents a

constant percentage of payroll required to be
contributed each year beginning with the date
from which benefits initially accrue fo the
projected date of retirement, to cover the expected
cost of benefits. The actuary also estimates the
plan’s unfunded actuarial [lability, which
represents the amount of pension Labilities not
covered by contributions made at the normal cost
rate or plan assets. Unfunded actuarial liabilities
are created when a plan’s actual experience does
not match the demographic and/or economic
assumptions (e.g, members live longer than
predicted or the rate of return is lower than
expected).  Florida statutes require that the
Pension Plan’s unfunded liability be amortized
over a 30-year period.*

3 The SBA reported that over the past 20 years, approximately 64%
of Pension Plan benefit payments have been funded by
investment gains.
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For the defined contribution Investment Plan,
the Legislature established an employer
contribution rate designed to mirror the defined
benefit Pension Plan’s normal cost rate for each
membership class in Fiscal Year 1999-00. The
contribution rates for this plan have not been
changed since they were implemented.

Once costs for the two plans are determined, the
Legislature requires all FRS employers to use a
uniform contribution rate system. Under this
system, employer contributions are based on
blended rates equal to the percentage of the total
payroll for each FRS membership class or
subclass regardless of which retirement plan a

Exhibit 1

Most Members of the FRS Defined Benefit and Defined Goniribui

Schools, and Universities

OFFAGA Report

member elects to join. For Fiscal Year 2009-10,
the blended employer contribution rates for both
plans ranged from 8.69% for Regular Class
members to 19.76% for Special Risk Class
members. Using blended rates is intended to
help provide greater stability and certainty in
budgeting; provide greater fiscal equity and
uniformity for FRS employers; and allow
employees to make th Hrement plan
selection decisions fre rastances that
may cause them to plan choice over
another.

ployed by Local Governments,

Defined Benefit

Active Members
572,887

Defmecl ontribution

8 School Boards

& County Governments

& State

& Cities and Special Districts
B State Colleges’

7 State Universities

Answers —

What are the major advantages and
disadvantages of defined benefit and defined
contribution plans?

Defined benefit and defined contribution plans
each have advantages and disadvantages. As
shown in Exhibit 2, a major advantage of
defined contribution plans is that their costs are
generally more predictable than the costs of

e Comtinity College System) comprises public post secondary educational institutions that grant two-

defined benefit plans. With a defined
contribution plan, elected officials or their
designated representatives (e.g., a board of
trustees) decide what percentage of payroll to
deposit into participants’ accounts, and the
employer has little or no financial responsibility
once these contributions are made. Government
entities offering defined contribution plans are
not responsible for covering shortfalls should the
coniributions be inadequate or investment
returns be insufficient to cover retitement
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benefits, and they do not need to fund actuarial
studies of the plans” funding status. However, a
disadvantage of defined contribution plans is
that funding requirements may be higher
because individual accounts typically are more
expensive to manage than are the aggregated

DRAFT

have wvarious
For example,

Defined benefit plans also
advantages and disadvantages.
defined benefit plans are managed by
professional money managers rather than
employees and tend to generate higher
investment returns than defined contribution

funds of employees in large defined benefit
pension plans; these large plans may be able to
reduce their invesiment costs through
economies of scale. In additon, defined
contribution plans may be less attractive to
individuals who seek long-term public service
careers. Research indicates that long-term career
employees value employment and retirement
security, and are more likely to be attracted to
defined benefit plans. '

Exhibit 2
Defined Contribufion and Defined Benefits Plans O
Plan Members ;

Provide retired participants lifetime uranteed benefit
payment based on the participant’s years of service, average
salary, membership class, and age at retirement.

' escipﬁon

plans.
investment
responsible for covering sk
returns are lower than:
actuarial assumpfion
defined benefit

However, defined benefit plans carry
risks as the, government is
s if investment
cipated or if other
met® In addition,
do not offer
ssets to

for deﬁned benefit plans are established by
te future benefit costs based on key
c assumptions, such as projected
jon, disability, and life expeciancy, and

and Disadvantages to Employers and

Employe:s contrlbute a guaranieed amount that can be
invested by participants during the course thefr career,
within the investment options provided by the employer.
The amount accumulated at retirement is based on the
pen‘ormance of these invesiments.

Tnvestment returns”

roney. managers invest fund assets for the long fermt, -
spreadmg market risks over alt pammpants and taklng
" advaritage of-buying opportunities. o

- nvestment returng generally are higher because 'pmfessxonai -

investment costs (8.g., fees paid to investment managers)
tend to be lower for large public plans due to economies of
scale.

lnvestment cosis

Costs are tybically higher because individual écéounté

must be managed.

‘Adminisirative Gosts. vary, depending on the cofplexity of:
plan Benefit Jévels of individuat emplayes tracked
over fime, and regu]ar actuarfal valuatlons must

Administrative costs™

,pEan Indmduai iny

Administrative costs

vary, dapending on complexity of
et dccounts must be mamtamed
and some plans,; ing c_lmg Florida’s Invesi_ment Plan; -
provide investment efication services fo membars.

Investment risks - The employer assumes investment risks.

Investment risk is assumed by participants. Poor
investment choices by parficipants may reduce their
relirement benefits.

Pension accruals are not portable, cannot be transfered to
another ‘employer's pian, and employees forieit pensmn
. pensfitsiit they leave prior to the vesting period.

Portability

After a short vesting period, the participant is entitied 2o
transfer pensmn accruals to another employer's qualified

. plan.

Defined benefit plans are attractive to long-term career
employees who desire retirement security.

Types of employees
aitracied to pfan

Defined confribution p!ans are amachve to short-term
employees who wish to participate in a plan that is portable
and do not plan to have a career with 2 single employer.

Source: OPPAGA literature review,
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What types of retirement plans are offered
Dy other states?

Most states (39} provide only a defined benefit
plan for the majority of their employees.
However, as shown in Exhibit 3, two states—
Alaska and Michigan—require all newly hired
regular class employees to enter a defined
contribution plan.® The remaining nine states,
including Florida, either offer employees a
choice between enrolling in a defined benefit
plan or a defined contribution plan, or operate
a system that has elements of both types of
plans.’” Some states also restrict eligibility for
their plans (see Appendix A).

Two states, Nebraska and West Virginia, have
-recently closed their defined contribution plans
to new members because these systems had
produced insufficient retirement income for
employees.  Nebraska has rtequired the

majority of its public employees to enroll in a¢

defined contribution plan since 1
However, over the 20 years leading up to.

plan investments was lower than the averag
return for defined benefit plan investment

defined contribution
considerably lower pensi
who retired from the

7 For example, Indiana and Oregon require employees to enroll
in plans that combine aspects of both defined benefit and
defined contribution plans, while Washington gives employees
a choice between a defined benefit plan and a plan that
combines aspects of both defined benefit and defined
contribution plans.

* A cash balance plan is a defined benefit plan in which assets are
managed by the employer, employees have ndividual
accounts, and investment returns above a pre-determined level
remain the assets of the employer. i
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that these employees had difficulty retiring
because their investment accounts had low
balances--the average account had a balance
of $33,944, and participants over age 60 had
balances of $23,193. The state subsequently
closed its defined contribution plan to new
members and required them to a join a defined
benefit plan.

Exhibit 3
Most States Offer Publi
Benefit Plans

loyees Defined

D Defined Benefit
b Defined Contribution

B Defined Benefit and Defined Contribution
or Comhination of the Two

e: OPPAGA review of state retirement system publications,
mer 2009.

How would reguiring all new employees 1o
Join the defined contribution plan affect
employer cosis?

In recent years, the Legislature has considered
proposals to close the FRS defined benefit plan
and require all new employees to join the
defined contribution Investinent Plan. This
action would provide increased certainty in the
level of required employer contributions to the
Florida Retirement System over time, as
investment risks would be increasingly shifted
to employees.

To date, employer contribution rates for the
defined benefit Pension Plan and defined
contribution Investment Plan have been the
same since the Investment Plan was
established in 2002. This is the result of a
statutory ~ requirement  that  employer
contributions be based on a uniform
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contribution rate for all membership classes However; as noted by a February 2009 Division
that is sufficient to fund the benefit obligations of Retirement analysis of a bill that would have :
of both retirement plans.’ closed the Pension Plan to new members, :

compulsory participation in the Investment
Plan would increase the required uniform
contribution for those employees who would
be grandfathered in the Pension Plan. This
would occur due to several factors, including
the cost of funding Pensio enefits being
“number of

We estimate that if all employees hired after
July 1, 2002 had been required to enroll in the
defined  contribution Investment Plan,
employers would have saved approximately
$183 million compared to what they would
have paid if those same employees had been
enrolled in the defined benefit Pension Plan
(see Appendix B).

? The Legislatrre has used surpluses in the defined benefit plan
to reduce contributions to both the Pension Plan and the
Investment Plan. These surpluses existed between Fiscal Years
19959-2000 through 2008-09, and ranged up to $14.5 billion in : i : tuarial study'to estimate the
Fiscal Year 2000-01. The Legislature used $12.3 billion of these
surphuses to reduce employer contributions. The surpluses
primarily existed because investment returns exceeded the
levels actuarially required to fund pension obligations and
employee turnover rates were higher than anticipated (when
employees leave prior to completing their vesting period, they
forfeit contributions made on their behalf to the FRS. Thes
surpluses are now depleted, and in Fiscal Year 2008-09 thi
pension plan incurred an actuarial deficit of $15.4 billion. ¢
result, required contrbutions to the FRS will
beginning in Fiscal Year 2010-11 unless changes are made
system,

Plan to new members. This :
completed during the 2010 ;

OPPAGA supports? 1 Legislature by providing evaluative research and objective analyses to promote govemment accountatility and the
efficient and effecti f public resources. This project was conducted in accordance with applicable evaluation standards. Gopies of this
report in’ print or aligfate accessible format may be obtained hy telephone {850/488-0021 or 800/531-2477), by FAX (850/487-3804), in
person, or hy mai{OPPAGA Report Production, Claude Pepper Building, Room 312, 111 W, Madison St, TaRahassee, FL 32399-1475).
Cover photo by Mark Foley. :

OPPAGA Website: www.oppaga.state.fl.us

Proiect supervised by Kara Collins-Gomez {B50/487-4257)
Project conducted by Linda Vaughn (850/487-9215) and Ed Madden (850/487-9273)
Gary R. VanLandingham, Ph. D., OPPAGA Director
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Appendix A
Some States Restrict Eligibility for Retirement Plans

Most states (39) offer their public employees defined benefit retirement plans, while
three offer a defined contribution plan only and nine offer employeesia choice between
the two types of plans or a single plan with aspects of each. . states restrict
eligibility for the various plans, as described in Table A-1 below -

Tabile A-1
eI States Have Restrictions on Who Ma Joi Seciﬁ

Employees must enroll in the Altern
cerain new, first-time state empl 3
retiremnent program members arg: flefined benefit plan after two years.

Hawaii Vested employees can switch from a it plan to a defined contribution plan if

he normal retirement age.

alifnmla

Indiana Police and firefighters ipate | n, and alf other employees
participate in a comb “defined benafit plan and a
supplemental ] :

Louésiana 7 ' of Lowsnana System Board of Trustees,

Maryland ninistrators employed by public higher education institutions
ate in a defined confribution plan.
Michigan lic schoat employess participate in a defined benefit plan while state

_ b in or after March 31, 1997, participate in a defined contribution plan.
Minnesota [ the governor’s staff, legislative staff, and elected officials have the option of
4 in a defined contribution plan.

) oyees participate in a defined benefit plan. Some members employed by

i (tions of higher learning may choose fo participate in a defined contribution plan.
New employees may choose to participate in a defined benefit or defined contribution
plan.

Judges, state patrol, and schoof employees participate in a defined benefit plan
Employees participating in the state and county retirement system have a cash balance
plan, which is a defined benefit plan in which employees have individual accounts that are
managed by professional money managers who determine how alf employee monies will
be invesied.

Employees may choose to participate in a defined benefit plan, a defined contribution
plan, or a plan that combines elsments of a defined benefit pian and a defined
contribution plan.

Washington Employees may choose to participate in a defined benefit plan or a plan that combines
' elements of a defined benefit plan and a defined contribution plan.
Wisconsin Employees participate in defined benefit and defined contribution plans simuftaneously.

Upon retirement, the employees” benefits are calculated for both plans and the
employees’ retiremant benefits are based on the higher of the two calculations.

Source: OPPAGA review of state retirement publications, suniner 2009.
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Appendix B

Methodology to Estimate Cost of Defined Benefit
versus Defined Contribution Plans

To compare the employer costs of the two plans, we calculated what the contributions would have
been if all employees hired between July 1, 2002 and June 30, 2009, were eni, the defined
benefit plan based on their actual salaries and the normal cost rates for their F hip classes.
We also calculated what the employer contributions would have been for:t me employees if
they had all enrolled in the defined contribution plan. :

We estimated that over this seven-year period, total employe
contribution Investment Plan would have been approximately .§
contributions for the defined benefit Pension Plan (see Table B-1

Table B-1

Employer Normal Costs for the Defined Benefit Pension Plap
Rates for the Defined

2003-04 o Addny
2004-05 433.58

200508 Tl B208B L T s s BO10BA S 1980
2006-07 844.18 815.51 28.67

- 2007-D8 - i COA0RAST e s e 99604 B e 7 T 3893
2008-09. 1,135.79 : 1,09213 43.66
Total Cost . . $4,435.26. - o $4,252.12 -~ $183.14

Source: OPPAGA analysis of Dfy
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art a glance

The Deferred Retirement Option Program (DROP) allows
public employees to officially retire but continue working
for up to five years. During this period, these emp[oyees

with DROP. The"..\_ | C

changes to DROP as defmng the program’s
purpose, establishing diffe P contribution rates for
the varying retirement clas dardizing participation
requirements; changing the-interest rafe guarantee on
DROP accounts to a level that matches current economic

conditions, and eliminating the program.

continue to receive melr regular salary while the|r pensgep

_,wng Its

L

) ;nts and

jher states implement and fund
@f%;red retirement option programs?

How dld recent FRS legislation affect Florida’s
Deferred Retirement Option Program?

Z"What options could the Legislature consider
for DROP?

Background

The Deferred Retirement Option Program allows
most eligible participants in the Florida
Retirement System to officially retire but continue
working in their position for up to five years. The
pension benefit for DROP participants is
calculated upon program entry and is not
increased due to additional years of service or pay
raises because participants are considered to be
retired. DROP participant pension benefits are
calculated using the formula on page 2, which
applies to all FRS retirees.

Office of Program Policy Analysis & Government Accountability

an office of the Florida Legislature
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Years of % Accrual p'e Average Final ... Pension
Service Rate Compensat:on— Benefit

Average final compensation is the average of an
employee’s’ five highest fiscal years of
‘compensation. The accrual rate, which varies by
class, is the percentage of the average final

compensation that is awarded for each year of

service.

While in DROP, participating employees continue
to receive their regular salary and their pension
payments are deposited into an account that is
statutorily guaranteed to provide both a 6.5%
annual interest rate and an annual 3% cost of
living increase. DROP is funded primarily by
employer contributions and, to a lesser extent,
investment returns from the FRS pension plan.
When employees complete DROP, they may
receive their account balances in a lump sum
payment, a partial lump sum, or rolloveg, the
funds into another eligible retirement
authorized by the Internal Revenue Service.

FRS members are eligible to enroll in DROP wheiy,

they meet one of four milestones.

ﬁreﬁghter, or other Specng%_ s
with at least six X years of SCTACE

X a
in DROP. Fﬂgﬁ/’ €
durmg thls ' ",ftheu: program
35; a corresponding month.

3 _,thesemﬂestones are for

. feac
through twelfth grade; th%fe employees can enroll
in DROP any time after Hheir initial eligibility and
may remain in DROP for eight years rather than
five. :
DROP is open to all FRS employees. As of June
30, 2009, there were 32,921 employees
participating in DROP, representing all FRS
membership classes.

DRAFT

= Regular Class includes employees who do not
falt within the other retirement classes, and
employees in this class comprise 89% of DROP
participants.

» Special Risk Class compnses 8% of DROP
participants and includes police, firefighters,
corrections officers and others who meet
specific eligibility,cei ﬁgeria

Gt

= Special Risk ministrative Class comprises
less than 1%%3%QROP participants and
mclude @m%effi pecial Risk Class members

who hi of

rigks pp@rt posmd% _

o
= 44 em

- g_;commumgy college premdent&'%
nagerg,gppomted district sk
K S
) ndents, and, with cértain restrictions,
: 1ated senjor managers in state and

. )T%ﬁ who, hqld spemﬁc city, county, state, and

scﬁ{_? J2lon
FRS emppﬁrers include state agencies, counties,
school districts, the state university system, and
tate colleges), and special districts. As of June 30,
#, FRS had 964 participating employers, and all
‘had employees enrolled in DROP. As shown in
Exhibit 1, half of these participants were
employed by school districts. State employees
were the second largest group, followed by
county employees.
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Exhibit 1 A

Most DROP Employees Are from Educational
Institutions Such as School Boards, Universities, and
State Colleges

N=32,921

State
University

Colleges
4%

Citiesand
Special
Districts

3%

Source: Division of Retirement.

Two state entities administer DROP.
Department of Management Services” Divisiongg
Retirement and the State Board of Adlmmstraho%;
administer the program.  The Division ok

Retirement tracks DROTP enr%}lment receives @3%

employer contributions, ca}écri}ﬁff
and disburses DROP payfiy
complete the prograf
provides information to
whether to enter the progra

IROP benefits,
f’??e

Guidance Program,
information and gui M
methods, mcludmg a website and toll-free
telephone number.! &

! The program includes print and video educational materials; a toll-
free guidance lLine staffed by division counselors and private
financiat counselors; a website that contains plan choice
information and retirement planning applications; and plan choice
and retirement planning workshops.

fb%%%nm
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Questions and Answers

How has DROP aﬁ‘ecz‘ed FRS employer

costs?

We estimated that in Fiscal Year 2008-09, the FRS
paid an additional $41 7 million to fund DROP.
This higher cos urred because DROP
partlc1pants reﬁé@%é‘érher ‘than typical employees,
which increase e e length of the time that they
draw pensmnbe@% while reducing the number
of years Whlcﬁ’é“,gﬂéployers can fund their
rehre /:; t eneﬁts 5t Joyers thus must pay

to fund these

,Qgﬁdk A, the

og/ incur disproportionate costs
e :gr?gram is funded through a uniform
Iate, Wthh results in substantial cost

b @m

' incur varying costs, DROP uses a uniform

Pployer contribution rate for all persons in the

_iprogram regardless of their FRS membership
7 class. This rate is currently 9.8% of each

participant’s salary. In contrast, FRS requires
employers to contribute differing percentages of
salary for the various retirement membership
classes for persons who have not entered DROF;
these percentages range from 8.69% of salary for
members of the FRS Regular Class, to 19.76% for
members of the Special Risk Class. These
contribution rates are based on the actuarial costs
of providing retirement benefits for individuals in
the different retirement classes.

We estimated that as a result of this cost shifting,
the FRS paid an additional $20.3 million m Fiscal
Year 2008-09 to fund Regular Class DROP

*This is based on OPPAGA's analysis of the January 2010 Division of
Retirement contracted actuary’s special report on incorporating
DROP participation in each membership class. These contribution
levels teflect the normal cost requirements to fund benefits for
employees in the individual retirement classes.
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participants (se¢ Appendix B for a discussion of
the contribution costs for each FRS class). In
contrast, we estimate that the FRS costs for
members employed in the other retirement classes
(e.g., law enforcement personnel in the Special
Risk Class employed by cities, counties, and state
agencies) would have been reduced by $23.2
million wher these employees entered DROP, as
the normal cost rate for these employees would be
lower (from between 1.02% and 11.07%,
depending on membership class) than the
uniform DROP rate Establishing contribution
rates for DROP participants based on their
- retirement class would avoid these cost shifts,
which predominantly affects school boards,
universities, and state colleges as almost all of
their workers are in the Regular Class (99%, 99%,
and 97%, respec’cively).4 The Division of
Retirement’s contracted actuary prepared an
estimate of the normal costs associated with
funding DROP within each employee éﬁdass
beginning in Fiscal Year 2010-11 (see Appendf A

As the purpose of DROP is not specified

statute, it is unclear if the Legislature mtended forﬁ
o,

this practice to be followed.

; ffere(f B'
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and Oklahoma ~— provide a guaranteed interest
rate on DROP funds, ranging from 2% in
Oklahoma to 8.5% in Arizona. Florida’s

guaranteed rate of 6.5% falls within this range.
Moreover, like Florida, four states have cost-of-
living provisions in their DROP plans.
Oklahoma’s cost-of-living adjustment is set
annually by the Leg151ature while cost of living
adjustments in Malzryand Missouri, and South

w'g’

slate deferred retirement
provisions that vary
1 ' program. For
@ ryland Nebraska,
: separate DROP

fightersy ]
L ﬁJmanﬁ Ohio, Oklaﬁoma and South

service reqn'
ﬁé@:,r&' gel#g D}R"P” or ”Reverse DROP” plans are

Other sta’ces also vary in how interest is earned on
DROP accounts. For example, Nebraska's

Wbers place their accounts in 1 of 13
;;tvestment options offered through the state’s
v #Deferred Compensation Plan; a member’s account

(age and yeafs é se
long workers

four states — Al
South Carolina =
system members.

&

* Between Fiscal Years 2000-01 aﬁd 2008-09, employers of Regular
Class members paid an additional $262.3 milion for DROP
employees while Special Risk Class employers saved $133.8 million.
This period represents the most complete DROP data available;
data for the program’s first two years were maintained in an
information system £hat is not currently accessible.

+Milliman, Inc. Study fo Revise Florida Retirement System (FRS)
Funding Valuation to Incorporate Deferred Retirement Option
Program (DROF) Participation in Each Membership Class, Janmary
15, 2009.

earns the rate of return of the selected investment
option. In Ohio, non-highway patrol public
employees can parficipate in a program similar to
DROP that allows the employees to take a partial
lump sum payment that cannot be less than 6
times or more than 36 times the monthly amount
that would be payable to the members under their
selected payment plan.

How did recent FRS legislation affect
Florida’s Deferred Retirernent Option
Program?

The 2009 Legislature made numerous changes to
the Florida Retirement System, three of which
affected DROP participants.’ First, the Legislature
amended provisions that governed when

3 Chapter 2009-209, Laswvs of Florida.
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individuals could return to FRS employment after
retirement. Previously, those who retired or
exited DROP had to wait one month before they
could be re-hired by a FRS employer. Effective
July 1, 2010, such individuals must wait six
months before being re-employed. Employees
and employers who violate these restrictions are
liable to the FRS for any benefits paid.

Second, the 2009 legislation prohibited individuals
who retite or exit DROP from earning credits
toward a second FRS pension if an FRS employer
subsequently reemploys them. As a result,
employers who hire such persons are no longer
required to make retirement contributions for
these workers unless the FRS pension plan
experiences an unfunded actuarial liability.*

Third, the legislation modified the period for
elected officials’ DROP accounts to earn interest.
Currently, elected officials already in DROP can
continue earning imterest on their accounts
beyond their DROP completion date and "

they finish then' current or re- eleded ter

begm DROP will no longer earn interest on thé

account after the DROP period has beez%

completed.

What options co

Establish legistative intgnt for DROP. Currently,
the purpose of DROP is not stated in law, and
opinions vary regarding its overall goal. One

6 An unfunded actuadal liability occurs when plan assets are
nsufficient to meet the pension paymenis to current and future
pensioners within the Florida Retirement System. Florida law
requires that unfunded actuarial liabilities be amortized over a 30-
year period.

i %) ¥ mred(;. be,
‘u s}#
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perspective holds that DROP is intended to be an
early retirement incentive to reduce long-term
costs by encouraging older, and presumably
higher paid employees to leave the workforce. In
contrast, another perspective holds that DROP is
intended to be a tool for retaining highly
experienced employees in the workforce and
avoiding training and turnover costs. Clarifying
the legislative mtenfﬁil%%DROP would provide a
basis for evaluati !'_: ‘{he program’s success and the

Curren}tlyfg%
DRO e
‘g b, personnel can
fyglght years. In
. -tlon, scﬁ%l instructional P gﬂ}} fiel also are
; oll in DROP f 12 months
of bégomin ~e11g1b‘_te for retiremefit, as are all other
pants, The Legislature authorized these

efits for school personnel in an

) ere are shortages in selected
<he stdte and within certain teaching

there is no longer a statewide
" shortage. 7 £ IFhe Leglslature could standardize these
requlrements by either reducing the length of

%ﬂme that teachers may remain within DROP to

*"In addition, the Legislature could consider

allowing members to defer DROP entry to a time
of their choosing after they meet normal
retirement date. Currently most members are
required to make their DROP participation
decision when they reach their normal refirement
date. If members were allowed to defer DROP
entry to any date after meeting normal retirement
requirements, FRS costs could be reduced
because pension payments for participating
employees would begin at a later age, the
payments would be paid over a shorter lifetime,
and there would be more time to fund pension
benefits.

Once the Legislature determines the primary
purposes of DROP, it may wish to standardize
program requirements in accordance with these
goals. The advantages of standardizing DROP
enrollment windows and participation periods
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option are that such changes would make the
program’s participation equitable among all FRS
workers and would reduce employer costs.
However, this option could negatively affect
school district K-12 instructional personnel and
make it harder for the districts to retain qualified
personnel.

Establish separate DROP employer contribution
rates for each membership class. Florida law
provides that employee benefits should be funded
in a manner that is fair, orderly, and equitable.
As such, the Legislature may wish to revisit how
DROP is funded and establish a system that ties
contribution rates to the types of workers
employed by FRS employers. The Legislature
could do so by establishing different contribution
rates for each membership dass (ie, the
mechanism currently used for FRS regular
retirement contributions). This option would
reduce DROP costs for entities that primarily
employ Regular Class employees (e.g., §gho
boards, universities, and state colleges, but We

increase costs for entities that primarily employ=

special risk employees (e.g., county sheriffs, cﬁé

police, and state law enforcement agencies);
Thus, the main disadvantage of ﬂ:us option is that % } j;,3,cé1§1'ren
> atec f Venﬂy being fff;’ However;’ﬁ“’lf the Legislature determines that

ot kY DROP is mtended to encourage older, hlghly

those employers whose costs

Index, the one:ye: i

yield, or thé'ph e interest rategég*arged Byy major
banks. Linking the rate to s a benchmark
would likely red gram cosf;

oW 4
Eliminate DROP. 2009 the FRS paid
approximately $42 miili rﬁ%re to fund DROP
than it would have paidif the program did not
exist. To reduce employer costs, the Legislature
could eliminate the program by closing it to new
participants effective July 1, 2010. If the program
were discontinued, FRS employers would have to
_pay the costs associated with current participants
until these members exit the program. This

7 Gecton 112,61, F.5.

A%e couragmg older employees:
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wotld take up to five years for most employers
and up to eight years for those who employee K-
12 instructional personnel. However, once all
participants had exited DROP, the state and local
governments that participate in FRS would realize
annual savings. The amount of these savings
would depend on several factors, including future
pay increases and whether employees who would

retire.

The dec1s1o
depends %%ipart"%@@g the Leglslature s intent
s purpose.  If the
t the fundamental
toduce savings by
egmmlt to a date
, which % they will leave Zzgovernment
{ah ent; Hen eliminating th%rogram could
persons confinuing to work, as they

m}ﬁose- o DROP is to"

o

of pensmr(?b e
momes tog ‘

fund their retirement.
3 _’.i"i’flents would incur lower
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Appenaix A

Employer Contribution Costs Will Increase in Fiscal Year
2010-11

The Division of Retirement’s contracted actuary recently conducted a valua %1 «f the FRS pension fund
and determined that employer contribution rates will significantly increat ‘begintting July 1, 2010. The
rate increase is dué to the elimination of a funding surplus that:: 4s used to reduce employer
contributions and the creation of an unfunded actuarial liability ch%f pobiekthan expected investment
performance. Table A-1 below shows the current and pm]ected ised mployer normal cost as
well as the cost of funding DROP within each membership clags’ ”%

- Table A-1 v
Contribution Costs Vary Among Membership Classes and WilkIr

Senior Management

Services 49% 24.53%

 Hlcted Offc
Judicial 32.99% 1.35% - 34.34%
Legislature/ BEI% 1.67% 40.30%

Attorneys/Cabingtases:

actual emplo o
rates are not availa

Source: Deparfmerit

study results.
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Appendix B

DROP Is Funded Through a Uniform Rate That Shifts
Program Costs

DROP is funded through a uniform employer contribution rate for all
2008-09, entities that employed staff in the FRS's Regular Class contrib
salary to the FRS Pension Plan for workers who were not in DROP a

cipants. In Fiscal Year
' 8%9% of these employees’
80% of salary for employees
ses also contributed 9.80%

were significantly higher, ranging from 11.39% for staff in th 4l Ri - strative Support Class

members to 19.96% for Special Risk Class members. As a rg Yit oqilar Class workers
in DROP subsidized the cost of program benefits for all

Table B-1 below demonstrates these costs shifts. y. e
1 g lass in Flscal Year2008-09. The

' contribu’non that W”(;uld have been
hown in Appendix A, these costs for
Herent retirement dasses Column

FRS actuarial valuation for that year did not identify the nors
needed to fund DROP for each retirement class during the ye
Fiscal Year 2010-11 will range from 0.47% (?f%% lary to 1.67% for th
B in Table B-1 shows the normal DROP cos ”’f
Column C shows the cost that would have been itici ach retirement ctass had not
entered DROP but had stayed employed in thefx, existir > valyes in this column are estimates
of the amount that would have been paid if FRS dj notm rﬁte for DROP (actual costs would

have been somewhat larger assthese figures do nof it él‘ﬁde the ]53% P costs which likely would have had

a range similar to the 0 9% : ‘al Year 2{)105‘11) Column D shows the difference
between these two any > As a result of the cost shifting, Regular Class costs
were $20.3 million nd ial Risk Class costs were $19.9 million less than

they would have been m>t
Table B-1

Etecied Off cars

"Excludes actuarial costs for DR@fP participation, which were estimated in the Division of Retirement’s contracted actuary’ 5 }anuary 2010 special
actuarial siudy. The study calculated that these costs would range from 0.47% of salary for employees in the Regular Class to 1.67% of salary for
legislators in the Elected Officers Class. The column does not sum to zero due to because there was a difference in the anticipated level of

" participation and the actual level of participation for each membership class.

Source: Division of Retirement documents.
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" Appendix C

States Vary in Deferred Retirement Program Eligibility
and Implementation Requirements

At least 12 other states have established deferred retirement option progams%@r their public employees
that are similar to Florida’s DROP. As shown below, these states have ¢ a”?ﬁ‘r@}entenng the program
(age and years of service), and place limits on how long workers can, rticipate. Some states restrict
program enrollment, while others allow employees to enroll retroactively,. Several states tie account cost
of living increases and interest earnings to legislative rule and cu (inic indices to control their
cost obligations. '

Tabie C-1 -
Staes Va n Deferred Retirement Program Eli :

4% Interest
0% cost of living

Alabama

' 7.8 5% lnterest for D OP

3.5% Interest for
Reverse DROP

60 months

0% Interest -

{}% éust of J:\nng

0% !nterest

0% cost of living
B% Interest oy
Cost of Iwzng is tied to
Goine Consumer Pnce

whu are ehglj& for refirement. Eltgiblllty varies depenclmg on 36 'n'i'd'nths
olass ancl y’ afs of service.

months for law
i enfurcement oﬁacers i

Michigan Open to members af state pohce who have at Ieast 25 years of service. A 72 months 3% interest
percentage of member’s salary is deposited in a DROP account based on
how long the employee participates in the program. Percentages are as
follows: less than one year—30%; one year but less than two years-50%;
two years bul less than three years-60%; three years but less than four
years-70%:four years but than five years—80%;five years but Jess than six
years-80%; six years—100%.

0% cost of living
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Nebraska Restricted to state patrol officers between ages 50 and 60 who have at 60 @ The member's DROP
least 25 years of service. Members must terminate service after five years ﬁ?” account is placed in one
of DROP or age 60. - . of 13 investment

"%”%f K options offered by the

% program. The DROP

, account eams the rate
'f retusn achieved by the

ggﬁﬂgcted mvestment

Chio

This Brogram o net be fess than 6 imes or more than 36 times {i‘:e ie montil
5ﬁweshgs 1" would be payable to the members under their selectéepay;
g;{r} ?f‘ V10 that cannot be less X heir monthly pension'

.after they have reachigd one of three #
Qrs of service, 2) at dgg 55 with 25
: . p]nyees

DROP or Back-DRDP

outh pen to all mem % who have 28 years of service or who are age 65 A 60 monins 0% Interest
Garolina Members conmbute 6.5% their salaries to the pregram. cost of living
adjustments tied to the
Gonsumer Price Index

Source: OPPAGA review of state’s relirement handbooks and documents, fall 2009.
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