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State of Wisconsin \ DEPARTMENT OF EMPLOYE TRUST FUNDS 

Gary I. Gates 
Secretary 

201 EAST WASHINGTON AVENUE 
P.O. BOX 7931 

MADISON, WISCONSIN 53707 

IN REPL Y REFER TO: 

STATE OF WISGONSIN ) 
) SS, 

EMPLOYE TRUST FUNDS BOARD ) 

I, Gary I, Gates, 'Secretary of the Wisconsin Department of Employe Trust 
Funds and custodian of the official records of the Wisconsin Deferred 
Gompensation Board certify that the annexed rule, GR #91-145, relating to the 
deferred compensation program regulated by section 457 of the internal revenue 
code and authorized by s. 40,80, Stats was duly approved and adopted by the 
Deferred Gompensation Board on February 11,1992. 

I further certify that this copy has been compared by me with the 
original on file in this Department and that it is a true copy of the 
original, and of the whole· of the original. 

(NO SEAL) 

IN TESTIMONY WHEREOF, I have 
hereunto set my hand at 201 East 
Washington Avenue, in the City of 
Madison, Wisconsin, this 17 ~day of 
Apr il , 1991, 

RECEIVED 

APR 2 11992 
?.', () Ö 

Revisor of Stl?tUtes 
Bureau 

0-1--1 ;)---. 
Serving State and Local Government Employers and Employ~s by Administration of 
Retirement, Disability, Survivor and Health Care Plans and Social Security Coverage. 



ORDER OF THE DEPARTMENT OF EMPLOYE TRUST FUNDS 
ADOPTING A RULE 

The Wisconsin Department of Employe Trust Funds proposes an order to renumber ETF 
70.10 to ETF 70.11, renumber ETF 70.01 to ETF 70.10, recreate ETF 70.01, and create 
ETF 70.02, 70.03, 70.04, 70.05, 70.06, 70.07, 70.08 and 70.09., Wisconsin 
Administrative Code, relating to the deferred compensation program regulated by 
section 457 of the internal revenue code and authorized by s. 40.80, Stats. 

Analysis Prepared by the Wisconsin Department of Emp10ye Trust Funds 

Statutory Authority for Rule: Sections 40.03 (2)(i), 40.80 (2m) and 227.11 
(2) (a) . 

Statutes Interpreted: Section 40.80 (1) through 40.80 (3) 

General summary of ru1e. The proposed administrative rules are established to 
develop a procedure for regulating the current (primary) deferred compensation plan 
authorized under s.40.80(1) Stats. and any additional (alternate) deferred 
compensation plans authorized under s.40.80(2m) Stats. that will be offered to state, 
school district and 1oca1 government employes under the heading of State of Wisconsin 
Deferred Compensation Program. 

The proposed ru1es define the responsibilities of the Deferred Compensation 
Board and the Department of Employe Trust Funds in regard to the Deferred 
Compensation Program. The ru1es also establish minimum requirements and criteria by 
whieh the Board will seleet and eontraet with eompanies-providing administrative ---
services for the primary plan or any alternate plan. 

The rule allows an alternate administrator that meets established eriteria and ' 
requirements to petition the Board for inclusion in the program and the Board may 
allow an alternate plan to partieipate in the program. However, if more than one 
alternate administrator petitions the Board, the Board must determine whieh 
administrator will be seleeted through arequest for proposal process to limit the 
number of administrators that will be allowed into the program. 

The Deferred ,Compensation Board will evaluate and monitor all plans offered 
under s.40.80. However, under the proposed rule, only the primary plan wirl~ 
supported by the Board as the offieial State of Wisconsin Deferred Compensation Plan. 
Alternate plans allowed by the Board will notbe officially endorsed but partieipants 
will be informed that alternate plans have met the Board's established eriteria. 

The proposed rule requires the Board to establish criteria by which Board 
members will seleet and monitor the investment products offered by the primary plan 
and any alternate plan. A proeedure for replaeing or removing investment products 
offered by the primary or alternate plan that do not meet the Board's previously 
defined eriteria and have been determined by the Board to be no longer aeceptable is 
also established. 

Under the proposed rule, responsibilities of employes partieipating in the 
program are also defined and limitations for partieipating in both the primary and 
alternate plan or more than one alternate plan are imposed. 

RECE'VED 
APR 2 1 '\992 



TEXT OF RULE 

SECTION 1. ETF 70.10 is renumbered to ETF 70.11 

SECTION 2. ETF 70.01 Is renurnbered to ETF 70.10 

SECTION 3. ETF 70.01 to 70.09 are created to read: 

ETF 70.01 STATEMENT OF PURPOSE. The purpose of this chapter is to establish a 
procedure for administration of a deferred compensation program as provided by s. 
40.80, Stats. The procedure includes requirements and regulations for the primary 
deferred compensation plan and any alternate deferred compensation plan. All plans 
shall be monitored, evaluated and approved by the deferred compensation board. 
However, only the.primary plan shall be supported by the board as the offieial state 
of Wisconsin deferred compensation plan. 

ETF 70.02 DEFINITIONS. (1) In this ehapter, words and phrases shall have the 
following meanings: 

(2) "Administrator" means any company with which the board contracts to provide 
administrative services for deferred compensation plans authorized under s.40.80, 
Stats. 

(3) "Alternate administrator" means any company with whieh the board eontraets 
to provide administrative services for an alternate deferred eompensation plan 

----------a=utnortzeCLunder s. 40.80(2m), Stats. 

(4) "Alternate plan" means any deferred compensation plan authorized under 
s.40.80 (2m), Stats. and offered by an alternate administrator. 

(5) The "board" means the deferred compensation board. 

(6) The "department" means the department of employe trust funds. 

(7) "Employe" means any person·who reeeives earnings as payment for personal 
services rendered for the benefit of any employer including officers of the employer 
and is eligible to participate in the deferred compensation program. 

(8) "Investment product" means any insuranee or annuity eontract, bank or 
eredit union account, mutual or money market fund or other type of investment 
vehicle. 

(9) "Investment provider" means any company that manages and offers investments 
products. 

(10) "Member" means any employe electing to participate in the deferred 
compensation program. 

(11) "Plan docurnent" means the document developed by the department and 
approved by the board to describe in detail the regulations of the program and ensure 
program compIianee with section 457 of the internal revenue code which requires the 
availability of this document to members. 

(12) "Primary administrator" means the company eontracted to provide 
administrative serviees for the primary deferred compensation plan authorized under 
s. 40.80(1). 



(13) "Primary plan" means the deferred compensation plan authorized under 
s.40.80 (1) and offered by the primary administrator. 

(14) "Program" includes the primary plan and any alternate p1an authorized 
under s.40.80 and approved by ~the board for offering to eligible employes. 

ETF 70.03 BOARD RESPONSIBILITIES. (1) The board shall have the following 
responsibilities in regard to the program: 

(2) Aet, at all times, in a manner consistent with that of a trustee with a 
fiduciary duty to the program and members. 

(3) Determine and implement the most efficient and eost effective method for 
administration of the program consistent with high guality services to members. 

(4) Establish standards by which the primary administrator shall be evaluated 
for initial and continued participation in the primary plan. 

(5) Evaluate the performance of the primary administrator, annually, to 
determine eontractual complianee and eomp1iance with standards as established under 
sub. (4). 

(6) Deelare the board's official support of the primary plan to participating 
employers and members in the publication prepared by the department as reguired in 
ETF 70.04(6)(e) . 

. (7) Determine the initial eligibility of any potential alternate administrator 
that petitions the board to offer an alternate plan based on eriteria established in 
ETF 70.06. 

(8) Evaluate alternate administrators, annually, based on eriteria established 
in ETF 70.06 to determine their eontinued eligibility. 

(9) Define general eategories of investment products to be offered under the 
primary plan and any alternate plan. 

(10) Establish criteria by wnich speeifie investment products shall be 
evaluated for initial and eontinued participation in the primary plan or any 
alternate plan. 

(11) Evaluate investment produets offered by the administrator, annually, based 
on eriteria established in sub. (10) to determine if the investment product eontinues 
to be aceeptable for offering by the primary plan or alternate plan. 

ETF 70.04 DEPARTMENT RESPONSIBILITIES. (1) The department shall be responsible 
for the following: 

(2) Negotiate and implement eontracts with administrators and investment 
companies. 

(3) Monitor plan administration and ensure eontract comp1iance. 

(4) Develop and maintain a plan doeument that defines rules and reguirements of 
the program regarding member enrollment in the program, member deferral amounts, 
distribution of aecount balanees, and administration of the program that will be 
distributed, by the administrator, to newand current members by reguest. 



(5) Provide information andreeommendations to the board and its committees 
that shall be neeessary to eomplete the evaluation of the primary and alternate 
administrator asrequired in ETF 70.03 (5) and (8) and the investment produets as 
required in ETF 70.03 (11). 

(6) Prepare and distribute to members an annual publieation that presents a 
balaneed and impartial overview of the primary plan and any alternate plan that 
ineludes the following: 

(a) Deseription of investment produets and eorresponding investment risks. 

(b) Full diselosure of all direet and indireet eosts to members. 

(e) Announeement of the board's offieial support of the primary plan as 
required in ETF 70.03 (6). 

(d) General information about deferred eompensation plans ineluding the 
maximum deferral arnount allowed under internal revenue eode seetion 457. 

(7) Review and approve all material prepared by the primary administrator and 
alternate administrator to deseribe the primary plan and alternate plan and 
investment produets to eligible employers, employes and members. 

(8) Review and issue a'determination on all requests for emergeney withdrawals 
as defined in ETF 70.10. 

(9) Provide reports to the board at eaeh boara meeting that detail emergeney 
withdrawals, enrollment statisties, plan assets and any other information that may be 
requested by the board. 

ETF 70.05 PRIMARY PLAN ADMINISTRATION. (1) Based upon arequest for proposal 
process, the board shall eontraet with one primary administrator to offer the primary 
plan that is approved and offieially supported by the board. The administrator 
awarded the eontraet for the primary"plan shall have: 

(a) At least five years experience administering other seetion 457 deferred 
eompensation programs. The administrator's experience shall inelude administeriug at 
least one program that meets eaeh of the following: 

1. Partieipation level of 5,000 members or more. 

2. Program involves multiple payroll reporting ageneies. 

3. Reeord keeping ineludes eonsolidated reeord"keeping for all investment 
produets that are offered. 

(b) Marketing and enrollment serviees that inelude the following: 

1. A staffed offiee loeated in Madison and field representatives to provide 
serviees to all areas of the state. 

2. Contaets to eaeh eligible employe at least annually to deseribe the plan 
being offered by this administrator. 

3. Frequent enrollment opportunities at intervals established by the board. 



4. Presentations to employes that inelude full diselosure of all direet and 
indireet eos ts to members as well as advantages and disadvantages of partieipating in 
the plan offered by this administrator. 

5. Literature and forms regarding the plan to be distributed to employes and 
payroll personnel that are ina form approved by the department. 

(e) Member serviees that inelude the following: 

1. Unlimited opportunities to inerease or deerease deferral amounts. 

2. Unlimited opportunities to redireet deferral amounts to any other investment 
produet offered by the administrator. 

(d) Aeeounting proeedures and eonsolidated reeord keeping for member aeeount 
transactions that maintains all individual member reeords and submits deferrals, 
transfers and withdrawals to the investment eompanies offering investment produets to 
the primary plan. 

(2) The potential administrator shall agree to return all interest earned on 
idle funds of the plan that are held by the administrator to the department to offset 
plan costs. 

(3) The potential administrator shal1 .provide the neeessary finaneial 
diselosure for assuranee of its finaneial soundness. 

(4) The investment produets offered by the primary administrator shall meet the 
eriteria in ETF 70.03(10) and be approved by the board. 

(5) The primary administrator shall provide an annual report to the board 
illustrating the investment performance of all investment produets offered by the 
primary plan, as measured by eriteria established under 70.03(9). 

ETF 70.06 ALTERNATE PLAN ADMINISTRATION. (1) At its diseretion, the board may 
eontraet with an alternate administrator to offer an alternate plan. An alternate 
plan shall not be offieially supported by the board. Any administrator that meets 
the erlteria set forth in ETF 70.05 (1), (2) and (3) may be allowed to offer an 
alternate plan. The board snall not eontraet with more than one alternate 
administrator at any one time. 

(2) Investment produets offered by an alternate administrator shall meet the 
eriteria as established in ETF 70.03(10) and be approved by the board and shall not 
duplieate any of the speeifie investment produets offered by the primary 
administrator. 

(3) The alternate administrator shall provide an annual report to the board 
that deseribes the investment performance of all investment produets offered by the 
alternate plan, as measured by the eriteria in ETF 70.03(10). 

(4) Potential alternate administrators who meet the minimum requirements as 
defined in sub. (1), (2) and (3) may petition the board for approval to partieipate 
in the program within a thirty day period beginning the day after publieation of ' 
these rules in the Wisconsin administrative code and then from May 1 through May 31 
of every other year starting in 1994 for approval to partieipate in the program as of 
the next ealendar year. The board shal1 limit the number of alternate administrators 



to one through arequest for proposal process should there ever be a second, or more, 
potential administrator that petitions the board. 

(5) If the evaluation of an alternate administrator as required in ETF 
70.03(8) results in the termination of the alternate administrator's partieipation in 
the program or if their eontraet is not renewed, members shall be instrueted to 
redireet deferrals and transfer existing balanees from investment produets offered by 
the terminated administrator to .other investment produets offered by the primary 
administrator or any other alternate administrator within a six-month period or other 
time period designated by the board. At the end of the six-month period or the date 
designated by the board, the board shall instruet the terminated administratorto 
redirect any deferrals and transfer any remaining aeeount balanees with investment 
produetsoffered by the terminated administrator to board designated alternative 
investment produets offered by the primary administrator. Surrender charges that are 
normally assessed against funds transferred from investment products offered by one 
administrator to another, shall not be assessed for transactions under this 
subseetion. 

ETF 70.07 PRIMARY AND ALTERNATE PLAN ADMINISTRATION. (1) All eontraets with 
administrators shall be approved by the board and signed by the board ehair or 
designee. Any administrator who partieipates in the program shall sign a eontraet in 
whieh the administrator agrees to: 

(a) Follow all requirements and regulations of the program as defined in the 
plan doeument. 

(b) Share information, such as member's annual deferral amounts, with the 
department and any other administrator eontraeted by the board to ensure eompIianee 
with internal revenue eode seetion 457. 

(e) Provide full diselosure of all revenues reeeived by the administrator from 
members and investment providers of their plan to the department at least annually. 

(d) Provide monthly reports to the department to allow adequate monitoring of 
program administration and eompIianee with internal revenue eode seetion 457 
regulations. 

(e) Provide an annual independently audited finaneial statement of the 
administrator and the plan to the department within 120 days from the end of the 
ealendar year. 

(f) Submit to the department an aeeeptable eontingeney plan to address both 
data proeessing systems failures and. administrative serviees interruptions. 

(g) Provide to members, upon enrollment, full diselosure of all fees and 
charges that are assessed, either direetly or indireetly as an offset of earnings, by 
the administrator or the investment providerso A memorandum of understanding 
detailing key aspeets and restrietions of the primary plan or any alternate plan 
shall be presented to and signed by employes enrolling in either the primary plan or 
any alternate plan. 

(h) Provide to members, when requested, a eopy of the fund prospeetus and 
annual report for eaeh investment produet offered by the administrator and the 
ability to transfer aeeount balanees from investment produets offered by one 
administrator to those offered by another. 



(i) Provide statements to members, at least annually, detailing member's year 
to date annual deferral amounts, aeeount balanee information and diselosure of all 
fees and charges affeeting member's interest earnings or aeeount balanees. 

(j) Provide information and eounseling to members at termination of employment 
or retirement, regarding the options offered by the administrator for distribution of 
their aeeount and timely proeessing of payouts. The type of distribution options 
offered shall inelude lump sum and partial lump sum payments, installment·payment 
options and annuity options. 

(2) The primary plan and any alternate plan shall reimburse the department for 
their proportionate share of the department's eos ts associated with the program. 

(3) The administrator, their agent s and the investment produets they offer 
shall meet all applieable state and federal regulations ineluding seetion 457 of the 
internal revenue code, securityand exchange commission regulations, and state and 
federal insurance laws and regulations. 

ETF 70.08 INVESTMENT PROVIDERS. (1) Investment providers offering an investment 
produet through the primary plan or an alternate plan shall be selected by the board 
based on the investment product categories and criteria established under ETF 70.03 
(9) and (10). All contracts with investment providers of the primary plan or an 
alternate plan shall be approved by the board and signed by the board ehair or 
designee. 

(2) Investment providers shall not be allowed to assess any direct-or-indireet----­
costs to members. 

(3) Based on the board's review required under ETF 70.03 (11), the board may 
determine that an investment product offered by the primary plan or an alternate plan 
is no longer acceptable for inclusion in the program. If the board decides to remove 
an investment product from the plan as aresult of the product's failure to meet the 
eriteria as established under ETF 70.03(10), the produet shall be phased out of the 
primary or alternate plan in a two-step process over a twelve month period that shall 
commence·January 1 of the year following the board's decision, as follows: 

(a) Phase one of the investment product termination process shall-last for six 
months during whieh time current members and employes newly enrolling in the primary 
or alternate plan shall be informed in writing that the terminating investment 
produet does not meet board's evaluation criteria and that this investment product is 
not open to new enrollments. 

1. Any members already deferring to the terminating investment product shall be 
informed in writing that they need to redirect future deferrals from this produet to 
an alternative investment produet offered by the primary or alternate plan by 
notifying the administrator of their new investment choice. 

2. At the end of the six-month period, the board shall instruet the 
administrator to automatically redireet any member's deferrals that have not been 
redireeted to an alternative investment product from the terminated product into a 
board designated alternative investment product offered by the primary or alternate 
plan. 

3. Existing member aecount balanees shall be allowed to remain in the 
terminating investment product during this period. 



(b) Phase two of the investment product termination process immediately follows 
the first six-month period and provides an additional six-month period during which 
time members shall transfer eXisting balances from the terminating product to another 
investment product offered by the primary or alternate plan. 

1. If at the end of the six-month period, any member has failed to move a 
remaining aeeount balanee from the terminated fund, the board shall instruet the 
administrator to automatieally move that member's aeeount balanee into a board 
designated alternative investment produet offered by the primary or alternate plan. 

2. During the phase out process and at anytime prior to the end of the second 
phase, the board may re-examine the performance of the terminating investment produet 
to determine if eontinued plan partieipation is justified. 

ETF 70.09 MEMBER RESPONSIBILITIES. (1) Employes eleeting to beeome a member of 
the primary or an alternate plan shall sign a memorandum of understanding prior to 
enrolling to eertify that all program requirements and regulations have been clearly 
explained. 

(2) A member shall seleet one administrator for his or her deferrals. A 
member may not simultaneously defer earnings to the primary plan and an alternate 
plan. 

(3) Eaeh member shall review information provided by the administrator and the 
department about the investment type and performance of the investment produets 
offeredto-determine whieh investment produets best meet the member's individual 
needs and finaneial objeetives. 

(4) Eaeh member shall monitor his or her own annual deferral amounts to ensure 
the amount does not exeeed the maximum deferral amount allowed under internal revenue 
eode seetion 457. 

(5) Upon termination of employment or retirement, a member shall notify the 
administrator of his or her termination date within the time period designaeed inthe -
plan doeument, to establish when distribution of the member's aeeount shall begin. 

(END OF RULE TEXT) 

Effeetive Date: This rule shall take effeet on the first day of the month 
following publieation in the Wisconsin Administrative Register as provided in s. 
227.22 (2) (intro), Wis. Stats. 

Signed at Madison, Wisconsin this /7 +~ 
day of April, 1992. 

Secretary 
Wisconsin Department of Employe Trust Funds 
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State of W isconsin \ DEPARTMENT OF EMPLOYE TRUST FUNDS 

Gary I. Gates 
Secretary 

April 16, 1992 201 EAST WASHINGTON AVENUE 
P.O. BOX 7931 

MADISON, WISCONSIN 53707 

GARY POULSON 
ASSISTANT REVISOR OF STATUTES 
2ND FLOOR 
119 MARTIN LUTHER KING BLVD 
MADISON WISCONSIN 53703 

Dear Mr, Pou1son: 

Re: Clearinghouse Rule #91-145 

IN REPL Y REFER TO: 

RECEIVED 

APR 2 11992 
Reviso!' of Statutes 

8ureau 

Enclosed is a Certificate and two copies of an Order Adopting aRule. A 
certified copy of this order has been forwarded to the Secretary of State, 

Sincerely, 

~J--~jJ Al AgJ 
David A. Stella, Director 
Retirement and Survivor Benefits 
(608) 267-9038 

Enclosure 

Serving State and Local Government Employers and J;:mployes by Administration of 
Retirement, Disability, Survivor and Health Care Plans and Social Security Coverage. 


