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Grant; Peter

From: Kiel, Joyce

Sent:  Friday, September 10, 2004 10:15 AM
To: Grant, Peter

Cc: Rep.Towns; Langan, Casey

Subject: LRB 03-4642/1

Peter:

Foliowing our discussion, | got information from DPI about employee benefits fund 73 requirements and how

"post-employment benefits" are defined for that purpose, and | also talked to Rep. Towns about whether it is
necessary to have separate provisions for the MPS pension funds and for the "post-employment benefits"
referred to in the draft. (The treatment of both is the same.) The draft LRB-4642/1 has the former in s.
66.0603 (1m) (b) 2. and (3) (a) and the latter in s. 66.0603 (1m) (b) 3. and (3) (b). The basic question is
whether the MPS pension funds are a subset of "post-employment benefits." If they are, it doesn't make
sense to have a separate provision. If they are not, it does make sense to refer to them separately.

The draft does not define "post-employment benefits." According to DP! staff, they interpret the MPS pension
funds as not being a subset of "post-employment benefits" for purposes of Fund 73. Attached is the
information provided by DPI from the July 2004 Journal of Accountancy as-to what is included as post-
employment benefits for this purpose.

In order to avoid ambiguity, Rep. Towns thinks a definition of "post-employment benefits" for purposes of the
new provisions might be useful and that it should be based on the provisions in item 6 of the Journal of

Accountancy.

As in the /1 draft, it should be clear with respect to both that the provisions do not apply to funds held in the
public employee trust fund.

When you have the /2 draft prepared, would you please send me a copy too.
Thanks,

Joycee L. Kiel, Senior Staff Attorney
Wisconsin Legislative Council Staff
Suite 401, One East Main Street
Madison, Wi 53703

608-266-3137

608-266-3830 (fax)
Joyce.Kiel@legis.state.wi.us

From: Barman, Mike

Sent: Thursday, August 19, 2004 10:03 AM

To: Kiel, Joyce

Subject: Draft review: LRB 03-4642/1 Topic: School district investment options
Draft Requester: Debra Towns

Following is the PDF version of draft LRB 03-4642/1.

09/10/2004
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5. This Stacemenr ako applics to financial ~
porting for funds that are used to sccomulate

assess and 1o pay beoefits in a multipls-eovployer
OFEB plan that dacs nor mect the criterdn stat-

ed in the preceding pavagmaph. Paragraph 41 |

discuzses reporting requircmenty for such plans,
This Staternent does noe apply 1o aszers thacan
employer carmarks for OPEB purposes within
iss governmental or proprictary funds by desig
ortion of fund balance(s) ‘or nopamets or woas-
sets that an employer ansfers to and accumu-

laresina ;;gpnmtc governmental of propricary

n. The phan’s financial statements are mdudcd
in'a roparate financial report fwued by the plan
orby the PERS or other ety thasadministers
the plan (stand-alone plan financial report)
b The plan is3included as & trust 'or agency
fund or a idaciary et unit in die mate-
ment of fiduciary neot ssaem and satemens of
chanpes in Sducizry net assers of the plan apone
sor or employer.
9, OPEB axizcs from an exchange of salaries
and benefirs for employee acrvices, and ie i part
of the compensation that employers offer for
vices o d. In contrasy, termisation offers

ose,
G. OPER ¥ fhac provide:
Pmufﬁm«l healtheare benellss, ddursq»-
mcly or throngh « defined bénefit pension plan:
‘Possemployment healthcorn benefits include
madical, denml, wision, braring, and other
hea}&-fdamdbcnuﬁu. Eor g:ﬂumd eﬁng
purposes, paﬂw)o}’mcnt theare ]
provided through 2 defined benefit pension
plan, and the wsets accumulared by the plan for
the payment of postemployment healchcar
benefirs, are comsided, in substance, 2 postem-
pluymmt hea'l:hcm plan adminiscered by, bot
part of, the pension plan.” ;
h. Otlxef r forms of posteoployment benchits, when
provided separstely from a defined henghil pension
" plan. Examplest include fife imtmncc, dimability,
long-term care, and other benefin i provided 2
campensation for employer services rendered,
Such foros of benefioyare comidersd peasions
:ivhm provided through a defined benefit pen-
jon

] services, pr pryments
: dxcaax&ywmnmnmnf‘meu Because they

T 15:0f this Seaccment addrma
ﬁmnnw ::prming by defined henafit OPEB
plane and defined coptribution plang, De-
fincd benefit OPEB plans are plang having
werms ﬂut@cdfy the bencfirs 1o be pmsaed "
or after separation fiom employment. The ben-
be spEciBied in dollars (for cxample, 2
" flat dellar payment or an smount based on one
or mone fecons such as age, yeans of service, and
compensation), or 24 & type or level of coverage
(for example, prescriprion drisgs or 3 perconige
of hesithcare Insurance premiumy), In contase,
1 dofined cnnm’bndon plan dmiphn havmg
m:m.'t that {2) pravide
rach plag member ami {b) specify )ww-mm‘h—
Sonk 10 an active plan member’s sccownt ave 10 be de-
sermined, rather thaw ths incomie or other bene-
Hits the member ot his or her beneficiazios are
to receive at or afier scpamation from employs
meat. In a defined contribution plan: those
benefits wil) depend

invesements of those contriburiarm, and forfei-
tures ‘of contibutions made for other memben
that may be allocsted 1o the roembet’s account.
An'OPEB plan may have both defined benefit
and comibation charscreristics. I the
plan provides » defined benefit in some formy—
that is, if the benefit to be provided is s fanee
don of facrors other than the amonow con-
tribured and amounts carned on concributed
assete-—the provisions of this Starement for de-
fined henaf plans apply. .
8, The provizions of this 5 apply
whether the plan is 2 single-amplover, sgent
ultiple=smployes, or cont-gharing ninlt.
plewemployer plan and regardloss of haw or
when OPEB provided by the plan iz financed,
The mqw apply whether:

on the amounn ton-

rihuead o the member't account, carningyon

and m:_-ﬂn ate inducements offered by em-
10 smployaes to hasten the rrmination of
made in consequence of

*are diffcront in nanire from OFEB, wrminstion
. offers and bencfim=—including spacial tarmi-~
nation benafies ax defined in Nagional Council
‘on Governmeotal Accounting (NCGA) Intex-
pxcm:tm 8. Ccm Popdon Matters, earlyeterize-
ment incentive progtan, and ather terming-
tign-relaced benefi—are generally exchuded
from the scope of this Staeement, regredions of

-} ' who provides or sdminiscers them. Howover,

tho effzeny, ifany, of an splayec aceeptance
of a special rerminadion :Emp'momabiw
tions indurred through an existing defined benafit
il;)n {for eximple., a0 increase in the eonplovers

igarion ta provide rployment helthe
mhmnﬁn};hmﬂdﬁmdﬁﬂum

" terminaring enployes

nsed sick Jeave cradits o an individual oot to
be vsed for poyment of ent bene-
fis on thar person’s behalf is » termination pay-
#oent, a:thcmrmia wied in Statemenms No. 16,
Accounting far C Absenes, The porrion
of dick lem expecred 10 be compensated in
that manner shotld be sceounsad for as 1 com-
pensared abrence in accordance with the m-
quiremen of that Statoment. However, when 2
tzrminating employee’s imnacd sick losve ereddin
;t:l % e;o provida agw mhm:i x defined

it O, 1 example, posromployment
healtheare henefins), the mu}mg ‘benefitorin-
. wrose hbﬂﬁ:whw&tmw
cordance with the requirernents of this Stares
ot and the related Surerment.
11. This Staternent supensedes foomote 3 of
GASH Sotement 25; GASB Strement No. 26,
Finantial Reperting for Postempleyment Floalhper:
Plans Administered by Defincd Benefit Pension
Plans; and footnote 18 of GASE Stetement
No. 27, Amnmﬁfmby%adw
Governmental Ermployers. T addiu.ea, it amends
the authorimtive guidance in patagraph 5.0f
NCGA Inrorpeeration Nao. &, Notes tn e Finane
dal Staremenss Disclasre; pampraph 81 of GASB
Statemenc No. 14, The Pinancial Reperting
Emity; nmgraphn 25,42, and 44 and foot.
notes 5 and 16 of GASD Satement 25; pROR-
graph 2 of GASE Sesterncnc 27; paragraph 4 of
GASB Staemnent No, 31, Aavunting ond Finen-
tial Reporsinge for Cerain Investments and for Exter.
nal Jnvestment Pools; and phs 106
109, 140, and 141 and t’oamam 43 and 44 of
GASB Smtmment No. 34, Basic Finandal Scate-
rignite—estid Management's Disoussion and Analy-
sisfor State and Local Gevernments, with
%o financisl reparting for OFEB plang,
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12, My PERS adminiser more than one eme
ployes benefit plan, including dofined henesit
OPEB plens, as well an, for example, defined
bcneﬁz pmmon plany, defined conmbu:;g
plans, aod defirred corapensation plans. As
in d:issmem. the germ, public eumloyee wtive-
ment sysiew tefers to 3 stave or Jocal povernmen-
ulﬁdnc:ary entty corrusted. with adminisedop
aplan (oo plang), snd not 1o the plan jeself. Tbu
Starement dogs not addrew the financlal reporss
of PERS, exzept to the exeant thar the sywems’
reports inglude Sinancixl stavernents for defined
benesit OPEB plany and defined congibution
plans, Financisl

dalapﬁt;posc governmant wgag:d anly in
fiduchary acdvides (incuding the tequiremant

10 prosent discumion and analysis, <
ot MDAA) ate dizcransed in Stagement 34, as
" amended.
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cindes more than one dfgﬁst;i:mnﬂt OPEB
plan, the provisions of enp app!y
arazely to cach plen sdministered, That is, Bhs fy1-
tem’s report should : combintng fnancial
smtements and schedules for a‘! definpd
bencfit OPEB plans administered by the tys-
tesn, If the syseem adminisccer one oz moxe
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provisions of chis Seatement apply acthe agprr-
gate plan Jevel for each plan administered, The
syscem s nos requized 1o mdud:ﬁnmml state-
et and schedules cmhemavmm: phans of
the : eonploynes®

14, The principles described jn tha h
should be applied in derermining whother s
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widzin a class because ditferent coneribation
applyforad&ck»wgmupdcpmd—
immn benefic structures, bencfit
more ham ene plan 3
any pordon-of the tocd ssets administersd by
thie system is accumulated solely for the pay«
ment of beniofe: to certain cases of amplovecs
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public sfory smploveer of state government
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2003 - 2004 LEGISLATURE\

2003 BILL

1

2 to amend 119.04 (1); and to create 66.0603 (1m) (b) 3. and 66.0603 (3) (b) of

3 the statutes; relating to: the investment by school districts of funds held in
trust to provide post-employment benefits.

-

Analysis by the Legislative Reference Bureau

Current law restricts the manner in which a school district may invest its funds.
This bill authorizes a school district to invest and reinvest funds that are held in trust
solely to provide post-employment benefits in the manner provided under thé
Uniform Prudent Investor Act, which took effect in Wisconsin on April 30, 2004.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

Please
6 SECTION 1. 66.0603 (1m) (b) of the statutes[75 22

6 (mci:renumbered 66.0603 (1m) (b) 1. and amended to read:

Turzoims B

7 66.0603 (1m) (b) 1. A town, city, or village may invest surplus funds in any

8 bonds or securities issued under the authority of the municipality, whether the bonds
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BILL SECTION 1

or securities create a general municipality liability or a liability of the property
owners of the municipality for special improvements, and may sell or hypothecate
the bonds or secuﬁﬁes. Funds of an employer, as defined by s. 40.02 (28), in a
deferred compensation plan may also be invested and reinvested in the same manner
authorized for investments under s. 881.01.

2. Funds of any school district operating under ch. 119, held in trust for pension
plans intended to qualify under section 40‘1 (a) of the Internal Revenue Code, other
than funds held in the public employee trust fund, may be invested and reinvested
in the same manner as is authorized for investments under s. 881.01. -

SECTION 2. 66.0603 (1m) (b) 3./of the statutes is created to read:
66.0603 (1m) (b) 3. A school district may invest and reinvest funds that are held
in trust, other tha”njfunds held in_t}le public employee trust fund, solely to provide
(Pga 5 'gehéfits;’ m fhe :s:axne manner as is authorized for investments

under s. 881.0 o

SEcTION 3. 66.0603 (3) of the statutes is renumbered 66.0603 (3) (a).

- SECTION 4, 66.0603 (3) (b) of the statutes is created to read:

66.0603 (3) (b) In addition to the authority granted uﬁder sub. {2), a school
district may delegate the investment authority over the funds described under sub.
(1m) (b) 3. to an investment ménager who meets the requirements and qualifications
specified in the trust’s investment policy and who is registered as an investment
adviser under 15 USC 80b—-3.

SECTION'5. 119.04 (1) of the statutes is amended to read: §

119.04 (1) Subchapters IV, V and VII of ch. 115, ch. 121 and ss. 66.0235 (3) (),

66.0603 (1m) to (3). 115.01 (1) and (2), 115.28, 115.31, 115.33, 115.34, 115.343,
115.345, 115.361, 115.38 (2), 115.45, 118.001 to 118.04,-118.045, 118.06, 118.07,

e oF
ol s
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BILL SECTION 5
1 118.10, 118.12, 118.125 to 118.14, 118.145 (4), 118.15, 118.153, 118.16, 118.162,

118.163, 118.164, 118.18, 118.19, 118.20, 118.24 (1), (2) (c) to (f), (6) and (8), 118.245,

118.255, 118.258, 118.291, 118.30 to 118.43, 118.51, 118.52, 118.55, 120.12 (5) and
(15) to (26), 120.125, 120.13 (1), (2) (b) to (g), (3), (14), (17) to (19), (26), (34), (35) and

(37), 120.14 and 120.25 are applicable to a 1st class city school district and board.

Dt s W

(END)
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Northrop, Lori

From: Langan, Casey
Sent: : Friday, February 11, 2005 11:35 AM
To: LRB.Legal
Subject: Draft review: LRB 05-0176/1 Topic: School district investment options

It has been requested by <Langan, Casey> that the following draft be jacketed for the ASSEMBLY:

Draft review: LRB 05-0176/1 Topic: School district investment options
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2005 BILL

AN ACT to renumber 66.0603 (3); to renumber and amend 66.0603 (1m) (b);
to amend 119.04 (1); and to ereate 66.0603 (1m) (b) 3. and 66.0603 (3) (b) of
the statutes; relating to: the investment by school districts of funds held in

trust to provide post—employment benefits.

Analysis by the Legislative Reference Bureau

Current law restricts the manner in which a school district may invest its funds.
This bill authorizes a school district to invest and reinvest funds that are held in
trust, other than funds held in the public employee trust fund, solely to provide
post—employment benefits in the manner provided under the Uniform Prudent
Investor Act, which took effect in Wisconsin on April 30, 2004.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 66.0603 (1m) (b) of the statutes is renumbered 66.0603 (1m) (b) 1.
and amended to read:
66.0603 (1m) (b) 1. A town, city, or village may invest surplus funds in any

bonds or securities issued under the authority of the municipality, whether the bonds
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BILL SECTION 1
or securities create a general municipality liability or a liability of the property
owners of thé municipality for special improvements, and may sell or hypothecate
the bonds or securities. Funds of an employer, as defined by s. 40.02 (28), in a
deferred compensation plan may also be invested and reinvested in the same manner
authorized for investments under s. 881.01.

2. Funds of any school district operating under ch. 119, held in trust for pension

“plans intended to qualify under section 401 (a) of the Internal Revenue Code, other

than funds held in the public employee trust fund, may be invested and reinvested
in the same manner as is authorized for investments under s. 881.01.

SECTION 2. 66.0603 (Lm) (b) 3. of the statutes is created to read:

66.0603 (1m) (b) 3. A school district may invest and reinvest funds that are held
in trust, other than funds held in the public employee trust fund, solely to provide
any of the following benefits, in the same manner as is authorized for investments
under s. 881.01: |

a. Post—employment health care benefits provided either separately or through
a defined benefit pension plan.

b. Other post—employment benefits provided separately from a defined benefit
’pension plan.

SECTION 3. 66.0603(3) of the statutes.is renumbered 66.0603 (3) (a).

SECTION 4. 66.0603 (3) (b) of the statutes is created to read:

66.0603 (3) (b) In addition to the authority granted under sub. (2), a school
district may delegate the investment authority over the funds described under sub.
(1m) (b) 3. to an investment manager who meets the requirements and qualifications
specified in the trust’s investment policy and who is registered as an investment

adviser under 15 USC 80b-3.
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BILL SECTION 5

SECTION 5. 119.04 (1) of the statutes is amended to read:

e

119.04 (1) Subchapters IV, V and VII of ch. 115, ch. 121 and ss. 66.0235 (3) (c),
66.0603 (1m) to (3), 115.01 (1) and (2), 115.28, 115.31, 115.33, 115.34, 115.343,
115.345, 115.361, 115.38 (2), 115.45, 118.001 to 118.04, 118.045, 118.06, 118.07,
118.10, 118.12, 118.125 to 118.14, 118.145 (4), 118.15, 118.153, 118.16, 118.162,
118.163, 118.164, 118.18, 118.19, 118.20, 118.24 (1), (2) (c) to (f), (6) and (8), 118.245,

118.255, 118.258, 118.291, 118.30 to 118.43, 118.51, 118.52, 118.55, 120.12 (5) and
(15) to (26), 120.125, 120.13 (1), (2) (b) to (g), (3), (14), (17) to (19), (26), (34), (35) and

ol s IR T« T L B N O N ]

(37), 120.14 and 120.25 are applicable to a 1st class city school district and board.

-y
[aw]

(END)




