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NOTES FOR I.RB-2189/1:

1. On page 2, after line 5, insert “Note: The definition is amended to specify that it
includes both after-tax additional contributions and tax-deferred (pre-tax) additional contribu-
tions.”. :

2. On page 2, after line 9, insert “NOTE: The definition of “additional contribution” is
amended to make the term refer only to an after-tax contribution. See also the new definition
created by SECTION 4.”. ’

3. On page 2, after line 17, insert “NotE: The new definition of “tax-deferred
additional contribution” distinguishes these pre-tax contributions from additional (after-tax) con-
tributions.”. :

4. On page 2, after line 23, insert “NoTE: The definition of “immediate annuity™ is
amended to exclude both categories of “additional contributions.”.

5. On page 3, after line 5, insert “NOTE: SECTIONS 5 to 9 amend provisions relating to
the accounting of contributions to create separate accounting for each category of additional
contributions.”.

6. On page 5, after line 13, insert “Notg: The amended provision clarifies that only
participating employes of eligible employers may make tax-deferred additional contributions,
and the responsibility for determining the amount of contributions that can be made is the
responsibility of the employes and employers, not the Wisconsin Retirement System.”.

7. On page 5, after line 20, insert “NoTE: The amendment to this provision removes
references relating to use of accumulated after-tax additional contributions to purchase creditable
service. The amended provision refers to “additional contributions” which are defined as after-

tax contributions.”.

8. On page 6, after line 6, insert “Note: This provision, relating to overpayments and
underpayments, is amended to recognize that the provisions apply to both categories of addi-
tional contributions.”. :

9. On page 6, after line 19, insert “NoTE: This provision is amended to clarify that the
treatment of retirement annuities applies to both categories of additional contributions.”.

10. On page 7, after line 7, insert “Note: The changes made by SECTIONS 14 to 16 to
provisions relating to annuity options, clarify that these provisions apply to both categories of
additional contributions.”. ‘

11. On page 9, after line 18, insert “NOTE: SECTIONS 17 to 20 amend provisions relating
to lump sum payments to clarify that the provisions apply to both categories of additional

contributions.”.



12. On page 10, after line 9, insert “NoTE: The change, relating to a provision on
reentry into covered service, clarifies that it applies to both categories of additional contribu-
tions.”. ‘

13. On page 10, after line 13, insert “NoTE: This change clarifies that the provision,
relating to variable benefits, applies to both categories of additional contributions.”.

14. On page 11, after line 18, insert “Note: The change to this provision, relating to
disability annuities, clarifies that it applies to both categories of additional contributions.”.

15. On page 12, after line 2, insert “Note: This provision, relating to death benefits, is
amended to provide that it applies to both categories of additional contributions.”. '



DRAFTER’S NOTE LRB-2189/P1dn
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LEGISLATIVE REFERENCE BUREAU

March 25, 1999

1. In s. 40.02 (2), I did not insert the reference to tax—deferred additional

contributions, because these contributions are, by definition, not “after-tax”
contributions. Is this OK?

2. Compare my treatments of ss. 40.02 (54v) and 40.05 (1) (a) 5m. to the proposed
language submitted by DETF. Essentially, I drafted the limitations on who is eligible
to make the tax—deferred additional contributions under s. 40.05 (1) (a) 5m. rather
than under s. 40.02 (54v). I did this to avoid putting substantive program
requirements in the definition section of ch. 40. Also, please make certain that I have
accurately specified which employers are permitted to have their employes make the
tax—deferred additional contributions. It was unclear in the proposed language under
8. 40.02 (54v) if there is just one kind employer who is covered or if there are two kinds
of employers who are covered.

3. Since I am amending s. 40.25 (1) (b), I also correct an anomoly in that paragraph
and in s. 40.25 (1) (a). Is this OK?

Richard A. Champagne

Legislative Attorney

Phone: (608) 266-9930

E—mail: Rick.Champagne@legis.state.wi.us
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AN ACT to amend 40.02 (1), 40.02 (2), 40.02 (38), 40.04 (4) (2) 1., 40.04 (4) (a) 2.,
40.04 (7) (intm.), 40.04 (7) (a) (intro.), 40.04 (7) (c), 40.05 (1) (a) 7., 40.08 (7) (é),
40.23 (1) (b), 40.24 (1) (), 40.24 (3), 40.24 (7) (a) 4., 40.25 (1) (a), 40.25 (1) (a),
40.25 (1) (b), 40.25 (3m), 40.25 (4), 4‘0.261 (2) (a), 40.26 (2) (b), 40.28 1 (@1,
40.63 (9) (b), 40.63 (10) and 40.73 (1) (b); and o create 40.02 (54v) and 40.05

| (1) (2) 5m. of the statutes; relating to: the inaking of additional retirement
_contributions by participantsin the Wisconsin retirement system (suggested as

remedial legislation by the departmen£ of employe trust funds).

Analysis by the Legislative Reference Bureau

Current law permits the making of additional contributions by participants in
the Wisconsin retirement system (WRS). These contributions are in addition to the
employer and employe required contributions to the WRS. Additional contributions
may be used to purchase an annuity at the time of retirement. This bill specifies that
there are two different kinds of additional contributions that may be made by
participating employes to the WRS: after-tax additional contributions made under
section 401 (a) of the Internal Revenue Code (IRC); and tax—deferred additional
contributions made under section 408 (b) of the IRC.

a
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For further information, see the NoTES provided by the law revision committee
of the joint legislative council.

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

LAW REVISION ‘COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposal, requested by the department of employe trust funds and introduced by the law
revision committee under s. 13.83 (1) (¢) 4., stats. After careful consideration of the
various provisions of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.

SEcTION 1. 40.02 (1) of the statutes is amended to read:

40.02 (1) “Accumulation” means the total eniploye required contributions ex,
employer required contributions er, additional contributions or_tax-deferred
additional contributions as increased or decreased by application of.investment
earnings. o |

| EI;ZJTION 2 40.02 (2) of the statutes is a.mencied to read:

140.02 (2) “Additional contnbutlon means any ﬂtgr—-t contribution made by
or on behalf of a participant to the retlrement system other than employe and
employer required contnbutlons.

EECHON 8. 40.02 (38) of the statutes is amended to read:

40.02 (38) “Immediate annuity” means an annuity, not including an annuity
from additional contributions or tax—deferred additional contributions, which begins
to accrue not later than 30 days after termination of employment.

mgl‘:]CTION 4. 40.02 (54v) of the statutes is created to read:

40.02 (54v) “Tax—deferred additidnal contribution” means any contribution
made to the retirement system by a participating employe as a pre-tax deduction
from earnings under section 403 (b) of the Internal Revenue Code.

\_% i
SECTION 5. 40.04 (4) (a) 1. of the statutes is amended to read:
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40.04 (4) (2) 1. Credited with all employe contributions made unders. 40.05 (1),
all employer additiopal contributions made under .s.~40.05 (2) (g). 1., all additional
contributions under s. 40.05 (2) (g) 2., all ~deferre ditional contributions
under s. 40.05 (1) (a) 5m. and all contribution accumulations reestablished under s.
40.26 or 40.63 (10).

reon—

SECTION 6. 40.04 (4) (a) 2. of the statutes is amended to read:

40.04 (4) (a) 2. Creditedas of each December 31 with interest on the prior year’s
closing balance at the effective rate on all employe required contribution
accumulations in the variable annuity division, on all employe required
contributions in the fixed annuity division on December 31, 1984, on all employe
required contributions in the fixed annuity division of participants who are not
participating emplbyés- after December 31, 1984, and on all employe and employer
additional contribution accumulations ggi__gg__gl_l_t_a;iﬁemd__a_d_di_tm
contribution gcgu‘ mulations and with interest on the prior year’s closing balance at

the assumed benefit rate on all employe required contribution accumulations in the

fixed annuity division for }participants who are participatihg employes after

December 31, 1984.

SECTION 7. 40;04 7 )‘ (intro.) of the statutes is amended to read:

40.04 (7) (intro.) The feserves éstablished under subs. (4), (5) and (6) shall be
divided both individually and for the purposes of sub. (3) between a fixed annuity
division and a variable annuity division. All required .and, additional and
tax—deferred additional contributions shall be credited to the fixed annuity division
except:

SECTION 8. 40.04 (7) (a) (intro.) of the statutes is amended to read:
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SEcCTION 8

40.04 (7) (a) (intro.) As otherwise elected by a participant prior to April 30,
1980. Any participant whose accounts on January 1, 1982, include credits
segregated for a variable annuity shall have his or her required and, additional and
tax—deferred additional contributions made on or after January 1, 1982, credited to

the variable annuity division in a manner consistent with the participant’s election

prior to April 30, 1980, l{nless prior to January 1, 1982, the participant terminated

: sﬁch election under s. 40.85, 1979 stats. The department shall by rule provide that

any participant who elected variable participation prior to April 30, 1980, may elect

‘to cancel that variable participation as to future contributions. The department’s

rules shall permit a participant who elects or has elected to cancel variable
participation as to future contributions, or an annuitant, to elect to traz}sfer previous
_va.riable contribution accumulations to the fizxed annuity division. A transfer of
variable contribution accumulations under this paragraph shall result in the
participant receiving the accrued gain or loss" from the participant’s variable
participafion. A participant may specify that election to canéel parf.icipation in the
variable annuity division is conditional. If the participanf so specifies the electioﬁ
is effective on the ﬁrét date on which it may take effect on which the participant:

SECTION 9. 40.04 (7) (c) of the statutes is amended to read:

40.04 (7) (c) Aﬁy participant whose requifed contributions are segregated in
any portion to provide for a variable annuity may direct that any part or all of
subsequent additional m&m_ad_dma_l contributions credited to the
participant’s account be segregated to provide for a variable annuity and may at any
time by filing a form prescribed by the department change the portion being
segregated for any future additional contributions.

SECTION 10. 40.05 (1) (2) 5m. of the statutes is created to read:
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SECTION 10

40.05 (1) (a) 5m. Tax—deferred additional contributions may be made by any
participating employe o

RoxepueLodaior of an employer that had at least one employe who made such
contributions to the Wisconsin retirement system or its predecessor systems under
s. 42.30 (8), 1979 stats., on or before May 17, 1982. The making of contributions

under this subdivision shall be subject to any limitations imposed on contributions

vby the Internal Revenue Code, applicable regulations adopted under the Internal

Revenue Code and rules of the department. The participating employe and the
employer are solely responsible for determining the amoﬁnt of contributions that
may be made to the retirement system under this subdivision and monitoring the
annual contributions for compliance with any limitations imposed on contribuﬁons

by the Internal Revenue Code, applicable regulations adopted under the Internal
Revenue Code and rules of the departmént.

SEcTION 11. 40.05 (1) (2) 7. of the statutes is amended to read:

40.05 (1) (a) 7. Subject to any applicable limitations under the internal revenue

" code, a participating employe may elect to use part or all of his or her aceumulated

after—tax additional contributions, including interest, made under subd. 5.;-ether

service under this chapter.

SECTION 12. 40.08 (7) (a) of the statutes is amended to read:

40.08 (7) (a) Any overpayment or underpayment of a lump—sum payment
under s. 40.25 or a death benefit which is less than 60% of the amount specified in
s. 40.25 (1) (2) rounded to the next highest dollar amount, and any annuity payment

error which is less than $2 per month may not be corrected but shall be credited or
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SECTION 12
debited to the employer accumulation reserve or the appropriafe insuranée account.
However, if the amount of unapplied additional contributions or tax—deferred
additional contributions would increase an annuity payment by less than $2 but is
more than 60% of the amount specified in s. 40.25 (1) (a) rounded to the next highest
dollar amount, the unapplied additional contrib}ltions r tax—deferr dcii i
contributions shall be paid to the annuitant as a lump sum.

SECTION 13. 40.23 (1) (b) of the statutes is amended to read:

40.23 (1) (b) Except as provided in par. (bm), all retirement annuities shall be
effective on the day following, or on the first day of a month fdllowing, the date of
separation from the last participating employer by which the participant was
employed, as specified by the participant in ﬁhe written application for the annuity.
However, the date shall not be more than 90 days prior to the date of receipt of the
application by the department. The participant may specify that_additional and
tax—deferred additional contribution accumulations shall not be applied to provide
an annuity until a subsequent application is filed for an annuity to be paid from the
additional and tax-deferred additional contribution accumulations. The
subsequent application shall be made as specified under sub. (4) or the department
shall automatically distribute the accumulated additional and tax-deferred

additional contribution accumulations as a lump sum.

-

SEcTION 14. 40.24 (1) (f) of the statutes is amended to read:

40.24 (1) (f) From accumulated additional contributions made under s. 40.05
(1) (a) 5. and tax—deferred additional contribution ac mulations under s. 40.05 (1
(a) 5m. only, an annuity certain payable for and terminating after the number of
months specified by the applicant, regardless of whether the applicant dies before or

after the number of months specified, provided that the monthly amount of the
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SEcTION 14

. annuity certain is at least equal to the minimum amount established unders. 40.25

(1) (a). Subject to t.‘he_ period of distribution required under s. 40,23 (4) (b) 2., the
number of months specified shall not exceed 180 and shall not be less than 24. Ifthe
death of the annuitant occurs prior to the expiration of the certain period, the

remaining payments shall be made in accordance with s. 40.,73‘ (2) without regard to

_any other annuity payments payable to the beneficiary. . An annuity under this

'paragraph may be initiated prior to any other annuity amount provided under this

subchapter and prior to age 55 if all other qualifications for receiving an annuity
payment are met. , |

SECTION 15. 40.24 (3) of the statutes is amended to read:

40.24 (3) Any participant specified under sub. (1) (intro.) may elect to receive
the amount provided by accumulated additional contributions and tax-deferred
additional contributions in a different optional form than the balance of the annuity.

SECTION 16. 40.24 (7) (a) 4. of the statutes is amended to read:

40.24 (7) (a) 4. Benefits paid from accumu_lé.ted additional contributions and
tax—deferred additional contributions.

4 SECTION 17. 40.25 (1) (a) of the statutes is amended to read:

40.25 (1) (a) If all other requirements for payment of a retirement annuity are
met and if the retirement annuity in the normal form which could be provided under
s. 40.23 is equal to or less than $100 monthly for a benefit with an effective date that
is on or after April 23, 1994, MWW or, for
a benefit with an effective date in a subsequent calendar year, the monthly amount
applied under this paragraph for the previous calendar year increased by the salary
index and ignoring fractions of the dollar, the then present value, including

additional contributions and tax—deferred additional contributions, of the annuity
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SEcTION 17

shall be paid in a single sum instead of as an annuity. The additional contribution

accumulations and tax—

lations shall not be
included in’determining whether a single sum should be paid if the optional form
provided by s. 40.24 (1) (f) or a lump sum under sub. (4) is selected.

SECTION 18. 40.25 (1) (a) of the-statutes IS amended ‘r‘ea:

(1) (a) If all other requi

o ments for payment of a retirerf en S uity are
e provided under
ective date that

ear-of-1993 or, for

fe additional comrftribution accimulations shall not be included in

s:" §-92 me sum ugder sub. (4) is selected

Row ..

SECTION & 40.25 (1) (b) of the statutes is amended' to read:

an effective date in a subsequent calendar year, the monthly amounts applied under

this paragraph for the previous calendar year increased by the salary index and
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1 ignoring fractions of the dollar, then any participant may' }e]éct to receive, in lieu of

2 the annuity, the then present value, including additional contributions and
3 tax—deferred additional contributions, of the annuity in a single sum.

4 SECTION}%,. 40.25 (3m) of the statutes is amended to read:

5 40.25 (3m) A participant’s application for a lump sum payment under sub. (1)

6 (b) or (2), filed after May. 7, 1994, shall be signed by boﬁh the participant and the

7 participant’s spouse, if the partic;ipant has been married to that spouse for at least

8 one year immediately preceding the date the application is filed. The departinent

9 may promulgate rules tilat allow for the waiver of the requirements of this subsecfion
10 for a situation in which, by reason of absence or incompetency, the spouse’s signature
11 may not be obtained. This subsection does not apply to any benefits paid from
12  accumulated additional contributions and tax-deferred additional contributions.
13 SECTION %’{ 40.25 (4) of the statutes is amended to read:
14 40.25 (4) If all the fequirements for paynient of a retirement annuity or a
15 separatidn benefit are met, except filing of an application, a participant may elect
16 that the accumulation from the participant’s additional contributions made under
17 s.40.05(1)(a) 5. mwfwmmmmmwmiﬂmmm
18 be paid as a lump sum in lieu of an annuity from those additional contribuﬁons.
-1;—”7 SECTION % 40.26 (2) (a) of the statutes is amended to read:
20 - 40.26 (2) (a) The then presentv value of any portion of the terminated annuity
21 which was origiﬁally provided by employe or employer additional contributions or

22 tax-deferred additional contributions shall be credited to the corresponding

23 additional contribution account or tax—deferred additional contributi n a

2 ,
24 SECTION g 40.26 (2) (b) of the statutes is amended to read: \/
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40.26 (2) (b) The amount of the annuity payments, excluding any portion
originally provided by additional contributions or tax—deferred additional
contributions, which would have been paid under the terminated annuity, if the
annuity had been a straight life annuity, prior to the particip'ént’s normal mtimhent
date oi' prior to the annuity termination date, whichever would first occur, shall be
credited to 2 memorandum account which is subject to s. 40.04 (4)(a)2. and 2m. and
(¢). If the annuity was recomputed under s. 40.08 (1m) because of a qualified '
domestic relations order, the memorandum account established under this
paragraph shall be adjusted as provided under s. 40.08 (1m) (O 2.
SECTION Zf 40.28 (1) (a) 1. of the statutes is amended to read:

40.28 (1) (a) 1. The amount of the additional contnbutwn accumnulations and -

Mmmwm reserved for a vanable annuity

as of the date the annuity begins; |

SECT!ON% 40.63 (9) (b) of the statutes is amended to read:

40.63 (9) (b) If a disability annuitant, prior to attaining the norinal retirement
date for the annuitant’s former participant classiﬁcation, receives earnings or other
earned income from any source whatsoever for personal services, including services
performed on a contractual basis, the annuity shall be suspended, except for any
amount provided by additional contributions migfmg_agmm
contributions, and no payment shall be payable after the first of the month in which
the earnings or earned income received during any calendar year exceed the amount
established under sub. (11), except that if payment was being made under sub. (4)
the annuity may only be suspended if the annuitant is employed in a law
enforcement or fire fighting capacity and then the suspension shall be effective

immediately. The suspended amount shall be reinstated on January 1 following the
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date of suspension, or, if earlier, on the first day of the 2nd month following the
termination of personal services. An ambunt,, which is reinstated in any calendar
year, other than on January 1 of the calendar year, shall again be suspended for any

subsequent month in the calendar year following a month in which the disability

‘annuitant receives any amount of earnings or earned income for personal services.

The department may request any earnings or compensation information as it deems
necessary to iﬁplement the provisions of this paragraph and par. (c).

SEcCTION gg.' 40.63 (10) of the statutes is amended to read: - |

40.63 (10) Upon termination of an annuity in accordance with sub. (9), each
participant whose annuity is so terminated shall, as of the begin'ningi of the calendar

month following termination, be credited with additional contributions and

- tax—deferred additional contributions equal to the then present value of the portion

of the terminated annuity which was originally provided by the corresponding type
of additicnal contributions. Except for additional contributions and tax—deferred
additional contributions, the retiremenf account of the participant shall be
reestablished as if the terminated annuity had never been effective, including
crediting of interest and of any contributions and creditable service earned during
the period the annuity was iﬁ force. |

SECTION ;? 40.73 (1) (b) of the statutes is amended to read:

40.73 (1) (b) Upon the death of an annuitant, in addition to any amounts
payable by virtue of i:he annuity option elected by an apnuitant, the amount
determined under par. (a) for contributions made under s. 40.05 (1) subsequent tothe

effective date of the annuity, or additional contributions and tax-deferred additional
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ggntribﬁtigng not applied to provide an annuity, provided the amounts have not been

previously paid out as a lump sum under s. 40.25.

(END)



NOTES FOR I RB-2343/1:

1. On page 2, after line 13, insert: “NoTe: This amendment clarifies that the provision
relates only to the deferred compensation program established under s. 40.80, Stats., for state
employes, not to other deferred compensation programs that may be established by an employer
under s. 40.81, Stats.”.

2. On page 2, after line 17, insert: “NOTE: This provision clarifies that the Wisconsin
deferred compensation program is a trust and deferred compensation board members are its
trustees.”.

NOTES FOR 1.RB-2344/1:

1. On page 2, after line 5, insert: “NotE: This provision is amended to clarify that a
participating employe must have at least three continuous years of creditable current service at
the time of application for purchasing forfeited service.”.

2. On page 2, after line 12, insert: “NoTE: This provision is amended to clarify that
the total number of years of forfeited service that the person can purchase is the lesser of 10
years, or a number of years equal to the current creditable service of the employe at the date of
application.”.

3. On page 3, after line 4, insert: “NOTE: This provision is amended to clarify that the
participant must have had at least three continuous years of creditable current service at the time
of applying to purchase creditable service for service as an employe of the federal government or
for service with an employer that was not covered by the Wisconsin Retirement System during
the period in which the service was performed but subsequently became a participating
employer.”.

4. On page 3, after line 10, insert: “Note: This clarifies that the number of years of
creditable service for service with the federal government or an employer that previously did not
participate in the Wisconsin Retirement System, that the person can purchase may not exceed the
lesser of 10 years or a number of years equal to the current creditable service that the participant

has, of the date of application.”.

NOTE FOR LRB-2345/1.

On page 2, after line 24, inscrt: “NOTE: This provision repeals and recreates a provision
that allows the department of employe trust funds to collect any amount owed for benefits paid
through misrepresentation or fraud or error. The current provision does not provide that the
amounts owed become a statutory lien. Thereforc, any debts to the trust fund are unsecured and
can be discharged in bankruptcy. The amended provision will provide the department with a
mechanism to secure obligations to the trust fund with a lien against other benefits also adminis-
tered by the department, if the department has paid the money to a person or an estate as a result
of misrepresentation, fraud or error. A notice of the fact that money has been paid to a person or
an estate as a result of misrepresentation, fraud or error, constitutes a lien against the person’s



account and any annuity, benefit or obligation that the trust fund pays or will pay to the person
or the person’s beneficiary.”.

NOTE TO 1. RB-2346/1:

On page 2, after line 8, insert: “NotEe: This change corrects references to the federal tax
code’s provisions relating to military service credit.”.
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PRELIMINARY DRAFT - NoT READY FOR INTRODUCTION

AN ACT to amend 10.05 (2) (2) 2.; and #o create 40.80 (2) (g) of the statutes;
relating to: deferred compensation programs established by the deferred

compensation board (suggested as remedial legiélation by the department of
employe trust funds). . |

Analysis by the Legzslatwe Reference Bureau

Under current law, any participant in the Wisconsin retirement system, sub_]ect
to rules promulgated by the secretary of employe trust funds, may elect as a payout
option for a deferred compensation plan established by the deferred compensation
board or a plan established by his or her employer, if his or her employer is a local
government employer, to have the entire balance treated as an additional
contribution to the fixed annuity division of the employe trust fund. (To date, the
rules have not been promulgated.) This bill provides that this option is available only
for a deferred compensation plan established by the deferred compensation board.

The bill also specifies that the deferred compensation board must serve as
trustee of any deferred compensation plan it establishes and must hold the assets
and income of the plan in trust for the exclusive benefit of the employes who
participate in the plan and their beneficiaries.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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LAW REVISION COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposa.l, requested by the department of employe trust funds and introduced by the law
revision committee under s. 13.83 (1) (c) 4., stats. After careful consideration of the
various provisions of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.

SEcTION 1. 40.05 (2) (g) 2. of the statutes is amended to read:

40.05 (2) (g) 2. Undertherules prpmulgated under s. 40.03 (2) (r), a participant
may, as a payout option for the deferfed compensation plan established under subeh-
VI 5. 40.80, elect to have the entire balance in the participant’s account under subek-
VI 5. 40.80 treated as an additional contribution to the fixed annuity division,
subject to any limitations imposed on contributions by the internal-revenue-code
Internal Revenue Code, applicable regulations adopted under the internalrevenue
eode Internal Revenue Code and rules of the department. Additional contributions

“under this subdivision shall be available for all benefit purposes and shall be

administered and invested on the same basis as employe additional contributions,
except that ss. 40.24 (i) (f) and 40.25 (4) do not apply to additional contributions
under this subdivision and s. 40.26 does not apply to an annuity received from
additional contributions under this subdivision.

SECTION 2. 40.80 (2) (g) of the statutes is created to read:

40.80 (2) (g) Serve as trustee of any deferred compensation plan established
under this section and hold the assets and income 6f the plan in trust for the exclusive
benefit of the employes who participate in the plan and their beneficiaries.

(END)
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WISCONSIN

i LEGISLATIVE COUNGIL

AN ACT to repeal and recreate 40.08 (4) of the statutes; relating to:
reimbursement of mbne‘ys paid by the department of employe trust funds as a
result of misrepresentation, fraud or error (suggested as remedial legislation

by the department of employe trust funds). -

Analysis by the Legislative Reference Bureau
Under current law, the department of employe trust funds (DETF) may retain

_out of any person’s annuity orbenefit an amount that DETF has determined was paid

to the person as a result of misrepresentation, fraud or error. This bill authorizes
DETF to secure these inadvertently paid moneys by a lien against the person’s
account in the employe accumulation reserve of the employe trust fund and any
annuity, benefit or obligation of the employe trust fund that is payable or willbecome
payable to the person or the person’s beneficiaries. _

For further information, see the NOTES provided by the law revision committee
of the joint legislative council.

This bill will be referred to the joint survey committee on retirement systems
for a detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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LAW REVISION COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
propesal, requested by the department of employe trust funds and introduced by the law
revision committee under s. 13.83 (1) (c¢) 4., stats. After careful consideration of the
various provisions of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.

SECTION 1. 40.08 (4) of the statutes is repealed and recreated to read:
40.08 (4) REIMBURSEMENTS OF MONEYS PAID AS A RESULT OF MISREPRESENTATION,

FRAUD OR ERROR. (a) If the department has paid any money to a person or estate as

a _result of misrepresentation, fraud or error, the department shall determine the

amount of such payment and shall require that the person or estate reimburse the
department for this amount, plus interest at the effective raté of the fixed annuity
division.

(b) If the department determines that any money has been paid to a person or
estate as a result of misrepresentation, fraud or error, the department shall notify
the person or the personal representative or special administrator of the person’s
estate by certified mail of this determination. The départ_ment shall send the notice
to the last—~known address of the person or the personal representative or special
administrator of the person’s estate. The notice shall inform the person of his or her
righttoa timely appeal. : The notice must be sent within 7 years from the daté that
the‘ department first acquires actual notice of the alleged miéreﬁresentation, fraud
Or error.

(¢) The sending of the notice by the department under par. (b) shall constitute
a lien against the person’s separate account under s. 40.04 (4) (a) and any annuity,
benefit or obligation of the employe trust fund that is payable or will become payable
to the person or thé person’s beneficiaries. This lien takes precedence over all other
withholdings, liens or encumbrances, whenever perfected, against the person’s

separate account under s. 40.04 (4) (a) and any annuity, benefit or obligation of the
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employe trust fund that is payable or will become payable to the person or the
person’s beneficiaries. .

(d) Subject to sub. (10), the department may do any of the following to provide
for reimbursement of the amount or any portion of the amount due under par. (a):

1. Obtain voluntary repayment from the person or estate within a reasonable
period, as determined by the department.

2. Foreclose on the lien against the person’s separate account under s. 40.04 (4)
(a) or any annuity, benefit or obligation of the employe trust fund that is payable or
will become payable to the person or the person’s beneficiaries. In foreclosing on this
lien, the department may retain the amount or portion of the amount out of any
annuity, benefit or obligation of the employe trust fund that is payable or will become
payable to the person or the person’s beneficiaries or may permanently reduce the
person’s annuity by the actuarial present value of the amount or portion of the
amount that is due under par. (a). If the department forecloses on the lien, the
department shall notify, by regular mail, the person or personal representative or
special administrator of the person’s estate of the foreclosure as soon as practical.

3. Request that an employer withhold the amount or any portion of the amount
from any sum payable by the employer to aﬁy person or estate. If an employer
receives such a request, the employer shéll withhold and remit the amount to the
department.

4. Bringa civil action against the person or estate for the amount or any portion
of the amount that is not otherwise recovered by the department.

(e) Any amount that is reimbursed to the department under par. (d) shall be
credited to the appropriate benefit plan accounts.

(END)
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1999 BILL

AN ACT to ammend 40.02 (15) (c) 4. of the statutes; relating to: creditable military

service under the Wisconsin retirement system (suggested as remedial

legislation by the department of employe trust funds).

Analysis by the Legislative Reference Bureau

Currently, under certain conditions, a participating employe under the
Wisconsin retirement system (WRS) may receive one year of creditable service under
WRS for each year of military service, up to a maximum of four years of military
service credit. However, the participant may not receive military service credits for
military service that is used for the purpose of establishing entitlement to a
retirement benefit that is paid by the federal government, other than for the
nonregular military service program.

This bill provides the new statutory cross-reference to the U.S. Code provision
referring to the nonregular military service program.

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

LAW REVISION COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposal, requested by the department of employe trust funds and introduced by the law
revision committee under s. 13.83 (1) () 4., stats. After careful consideration of the
various provisions of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.
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SECTION 1. 40.02 (15) (c) 4. of the statutes is amended to read:

40.02 (15) (c) 4. This paragraph does not apply to any active service ﬁsed for
the purpose of establishing entitlément to, or the amount of, any benefit, other than
a disability benefit, to be paid by any federal retirement program except OASDHI
and the retired pay for nonregular military service program under 10 USC 1331-te
133712731 t0 12738 or, if the partiéipant makes an election under s. 40.30 (2), by any
retirement system specified in s. 40.30 (2) other than the Wisconsin retirement

system.

(END)
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AN ACT o amend 40.25 (6) (a) 1., 40.25 (6) (a) 2., 40,25 (7) (a) 2. and 40.25 (7) (a)
3; ofthe statutes; relating to: pﬁrchase of foffeited creditable service underthe
Wisconsin retirement system (suggested as remedial legislation by the

dej)artment of employe trust funds).

, Analysis by the Legislative Reference Bureau
Under current law, a participating employe in the Wisconsin retirement system
(WRS) may purchase creditable service that he or she may have forfeited in the past.
In addition, a participating employe may purchase creditable service under the WRS
for service as an employe of the federal government or for service as an employe of -

‘an employer that was not covered under the WRS during the period in which the

service was performed, but that subsequently became an employer under the WRS.
In order to purchase such service, the employe must have at least three continuous
years of creditable service under the WRS at the time of application and the number
of years that an employe may purchase may not exceed the lesser of ten years or the
number of years of creditable service that the employe has at the time of application.

This bill provides that the employe must have at least three continuous years -
of creditable current service under the WRS at the time of application. Undercurrent
law, creditable current service is defined as “the creditable service granted for service
performed for a participating employer and for which a participating employe
receives earnings after the effective date of participation for that employer”.

In addition, the bill provides that the number of years of service that an employe
may purchase may not exceed the lesser of ten years or the number of years of
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creditable current service that the employe has at the time of application, excluding
any creditable service that is otherwise purchased under the WRS and any creditable
military service granted under the WRS.

This bill will be referred to the joint survey committee on retn'ement systems
for a detailed analysis, which will be printed as an appendix to this bill.

For further information, see the NOTES provided by the law revision committee
of the joint legislative council.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

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

LAW REVISION COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposal, requested by the department of employe trust funds and introduced by the law
revision committee under s. 13.83 (1) (c) 4., stats. After careful consideration of the
various provxsmns of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.

SECTION 1. 40.25 (6) (2) 1. of the statutes is &mended to read:
40.25 (8) (2) 1. The participating employe must have at least 3 continuous years
of creditable current- service under the fund at the time of application for

reestabhshment of creditable service under this subsectlon MQ_MM\

BT TR -.v;‘;;; ﬁ""‘“"‘ "mﬂfj anv-credifab
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SECTION‘ 2. 40.25 (6) (a) 2. of the statutes is s amended to read:

40.25 (6) (a) 2. Applications for reestablishment of creditable service must
inciude all creditable service that has been forfeited except that the total number of
years which may be reestablished under this subsection may not be greater than the
lesser of 10 years or the credltable current service of the participating employe at the

STe ke ' L 1

dateof apphcatlon\é;-l-o-yea-ps—whaehever—l-s-sm&lm MMMMV

SECTION 3. 40.25 (7) (a) 2. of the statutes is amended to read

The total servnce

SQu;:;chased under this subsection, including any service Q' reviously purchased under this
ubsection, may not exceed the participant's total creditable current serwce, excluding any

;gawd'zct;aeble service purchased under any provision in this chapter and any creditable milita
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SECTION 3

40.25 (7) (a) 2. The participant has at least 3 continuous years of creditable
current service under the fund at the time of application under subd. 1,,@3%

SECTION 4. 40.25 (7) (a) 8. of the statutes is amended to read:
40.25 (7) (a) 3. The number of years of creditable service applied for under this
- paragraph does not exceed the 1 rofi or the number of years of creditable

current service that the participant has at the date of application er310-years;

SECTION 5. Initial applicability.
(1) This act first applies to applications for the purchase of creditable service
under section 40.25 (6) and (7) of the statutes submitted to the department of
employe trust funds on the effective date of this subsection.

(END)

orevious! hs ' ion. may not ex
reviously purchased under this supsectlon !
current service, excluding an creditable service urchased under an

and any creditable military service.
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Per your request, at the end of s. 40.25 (8) (a) 2. and (7) (a) 3. I insertj the sentence,
“The total service purchased under this subsection, including any service previousl

urchased under this subsection, may not exceed the participant’s total creditable
current service, excluding any creditable service purchased under any provision of this

chapter and any creditable military service.”

Please note that the provisions in this sentence are different, if not inconsistent, with
the provisions in the prior sentence in each subdivision. The first sentence of s. 40.25
(6) (a) 2. provides that the total amount of years that may be reestablished is the lesser
of 10 years or the applicant’s creditable current service at time of application. The new
sentence quoted above provides the total service purchased “may not exceed the

participant’s total creditable current service”. This is a different requirement. If an

applicant has 11 years of service that he or she wishes to reestablish, it is unclearif the
first sentence of s. 40.25 (6) (a) 2. governs the purchase or if the new sentence governs
the purchase. In the first sentence I can only reestablish 10 years; in the second
sentence I can purchase my total creditable current service. This same issue arises in
s. 40.25 (7) (a) 3. The manner in which I originally drafted the provision did not give
rise to this inconsistency. Please advise.

Also, under current law, in s. 40.25 (6) (a) 2., an applicant must apply to reestablish
all creditable service that has been forfeited. The new language refers to “service
reviously purchased under this section”. Query: How can a person purchase
service more than once under this subsection if, at any time, the person must purchase
all creditable service that has been forfeited? This clause seems to imply that a person
may make multiple purchases under this subsection for creditable service that has
been forfeited. The manner in which I originally drafted the provision did not give rise
to this ambiguity. Please advise.

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266—9930

E-mail: Rick.Champagne@legis.state.wi.us

‘ _ _ ¢ 1o (redonHoNS
Fivally, plase rewews curveve law s, 40. Ls(5) CL),M:CA.H\QH’ 4o Ut
ade ,,W\QL;rPs g0 .08 (P> Dete refmww-ﬁf spitl work o light of WW nerele

D
b 5. Yo.08(4) "



-t

=l N )

DN
State of Wisconsin P
1999 - 2000 LEGISLATURE LRB-4068/Bt
RAC:....ch

e T
M bt

RE NARXDRAFT OT READY INTR CTI le2ean

o

AN ACT to amend 40.02 (1), 40.02 (2), 40.02 (15) (c) 4., 40.02 (38), 40.04 (4) (a) 1.,
40.04 (4) (a) 2., 40.04 (7) (intro.), 40.04 (7) (a) (intro.), 40.04 (7) (c), 40.05 (1) (a)
7.,40.05 (2) (g) 2., 40.08 (7) (a), 40.23 (1) (b), 40.24 (1) (f), 40.24 (3),40.24 (7) (a)
4.,40.25 (1) (2), 40.25 (1) (a), 40.25 (1) (b), 40.25 (3m), 40.25 (4), 40.25 (6) (2) 1.,
40.25 (6) () 2., 40.25 (7) (2) 2., 40.25 (7) (a) 3., 40.26 (2) (a), 40.26 (2) (b), 40.28
(1)(a) 1.,40.63 (9) (b), 40.68 (10) and 40.73 (1) (b); 2o repeal and recreate 40.08
(4); and o create 40.02 (54v), 40.05 (1) () 5m. and 40.80 (2) (g) of the statutes;
relating to: the making of' additional retiremeﬁt contributions by participants

in the Wisconsin retirement system ges s renfedia islati y

department—of emp t fi deferred compensation pfograms

established by the deferred compensation board @{g’e%s/ve{n\adml

creditable service under the Wisconsin retirement system &s@g@dﬁs

pdsf; reimbursement

of moneys paid by the department of employe trust funds as a result of
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misrepresentation, fraud or error W%MMWWW
M@MMW@ creditable military service under the

Wisconsin retirement system (suggested as remedial legislation by the

department of employe trust funds)@

Analysis by the Legislative Reference Bureau

Current law permits the making of additional contributions by participants in
the Wisconsin retirement system (WRS). These contributions are in addition to the
employer and employe required contributions to the WRS. Additional contributions
may be used to purchase an annuity at the time of retirement. This bill specifies that
there are two different kinds of additional contributions that may be made by
participating employes to the WRS: after—tax additional contributions made under
section 401 (a) of the Internal Revenue Code (IRC); and tax—deferred additional

contributions made under section 403 (b) of the IRC.
For further information, see the NOTES provided by the law revision committee
" of the joint legislative council.

REAANALY SIS FRONM=2343/R1-#** TWRS
Under current law, any participant in the Wi i i A sub'je/ct
to rules promulgated by the secretary of employe trust funds, may elect as’a payout
option for a deferred compensation plan established by the deferred compensation
board or a plan established by his or her employer, if his or her employer is a local
government employer, to have the entire balance treated as an additional
contribution to the fixed annuity division of the employe trust fund. (To date, the
rules have not been promulgated.) This bill provides that this option is available only
for a deferred compensation plan established by the deferred compensation board.
The bill also specifies that the deferred compensation board must serve as
trustee of any deferred compensation plan it establishes and must hold the assets
and income of the plan in trust for the exclusive benefit of the employes who
participate in the plan and their beneficiaries. ’
kit ANALYSTS-PROM-——2844/PT++
Under current law, a participating employe in the Wigconin-retirémeht sxstem.
WRS)may purchase creditable service that he or she may have forfeited in the past.
In addition, a participating employe may purchase creditable service under the WRS
for service as an employe of the federal government or for service as an employe of
an employer that was not covered under the WRS during the period in which the
service was performed, but that subsequently became an employer under the WRS.
In order to purchase such service, the employe must have at least three continuous
years of creditable service under the WRS at the time of application and the number
of years that an employe may purchase may not exceed the lesser of ten years or the
number of years of creditable service that the employe has at the time of application.
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This bill provides that the employe must have at least three continuous years
of creditable current service underthe WRS at the time of application. Under current
law, creditable current service is defined as “the creditable service granted for service
performed for a participating employer and for which a participating employe
receives earnings after the effective date of participation for that employer”.

In addition, the bill provides that the number of years of service that an employe
may purchase may not exceed the lesser of ten years or the number of years of
creditable current service that the employe has at the time of application exchiding

LA ° al)

#k ANALYSIS FROM -2345/P1 ***

Under current law, the department of employe trust funds (DETF) may retain
out of any person’s annuity or benefit an amount that DETF has determined was paid
to the person as a result of misrepresentation, fraud or error. This bill authorizes.
DETF to secure these inadvertently paid moneys by a lien against the person’s
account in the employe accumulation reserve of the employe trust fund and any
annuity, benefit or obligation of the employe trust fund that is payable or will become
payable to the person or the person’s beneficiaries.

£33 -

Currently, under certain’ copditions, a participating employe under the
Wiseonsin retirementsystem((WRS)may receive one year of creditable service under{@
WRS for each year of military service, up to a maximum of four years of military
service credit. However, the participant may not receive military service credits for
military service that is used for the purpose of establishing entitlement to a
retirement benefit that is paid by the federal government, other than for the

nonregular military service program.
This bill provides the new statutory cross—reference to the U.S. Code provision

9“ X referring to the nonregular military service program.
, ,,/)}‘, This bill will be referred to the joint survey committee on retirement systems
W & for a detailed analysis, which will be printed as an appendix to this bill.
v For further information see the state fiscal estimate, which will be printed as

%an appendix to this bill.

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

LAW REVISION COMMITTEE PREFATORY NOTE: This bill is a remedial legislation
proposal, requested by the department of employe trust funds and introduced by the law
revision committee under s. 13.83 (1) (¢) 4., stats. After careful consideration of the
various provisions of the bill, the law revision committee has determined that this bill
makes minor substantive changes in the statutes, and that these changes are desirable
as a matter of public policy.
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SEcTION 1

*-2189/P1.1* SECTION 1. 40.02 (1) of the statutes is amended to read:
40.02 (1) “Accumulation” means the total employe required contributions ex,

employer required contributions er, additional contributions or tax—dgfgrrgd

LNSCrT?T TS

additional contributions as increased or decreased by application of investment

earnings.

> 6 *-2189/P1.2* SECTION 2. 40.02 (2) of the statutes is amended to read:
™ Y 7 40.02 (2) “Additional contribution” means any after—tax contribution made by
§ 8 or on behalf of a participaﬁt to the retirement system other than employe and
3 (9 ) employer required contributions.
10 *-2346/1.1* SECTION 3. 40.02 (15) (c) 4. of the statutes is amended to read:
11 40.02 (15) (c) 4. This paragraph does not apply to any active sérvice lised for
12 the purpose of establishing entitlement to, or the amount of, any benefit, other than

13 a disability benefit, to be paid by any federal retirement program except OASDHI

14 and the retired pay for nonregular military service program under 10 USC 1331-te

Ansert Y~7 5

15 1337 12731 t0 12738 or, if the participant makes an election under s. 40.30 (2), by any

retirement system specified in s. 40.30 (2) other than the Wisconsin retirement

2|

gystem.

b.
T| 18 #-2189/P1.3* SECTION 4. 40.02 (38) of the statutes is amended to read:
\V]
é 19 40.02 (38) “Immediate annuity” means an annuity, not including an annuity
20 from additional contributions or tax—deferred additional contributions, which begins
D to accrue not later than 30 days after termination of employment.
~ et Qatd" Mfence "a"/u.u.m 9mant 44
u‘\ 22 —2189/P1 4* SECTIONg 40.02 (54v) of the statutes is created to read
| 23 40.02 (54v) “Tax—deferred additional contribution” means any contrlbutlon
Q
‘i\ 24 made to the retirement system by a participating employe as a pre-tax deduction

o)

25 from earnings under section 403 (b) of the Internal Revenue Code.

L—>
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M MP‘JK},:U;M g,\ﬂ SECTION 6
L

1 *-2189/P1.5*% SECTION 640.04 (4) (a) 1. of the statutes is amended to read:
2 v 40.04 (4) (a) 1. Credited with all employe contributions made unders. 40.05 (1),
3 all employer additional contributions made under s. 40.05 (2) (g) 1., all additional

4 contributions under s. 40.05 (2) (g) 2., all tax—deferred additional contribution

“/ .
5 under s. 40.05 (1) (a) 5m. and all contribution accumulations reestablished under s.

40.26 or 40.63 (10).
7 ¥-2189/P1.6* SECTION 7. 40.04 (4) (a) 2. of the statutes is amended to read:
8 40.04 (4) (a) 2. Credited as of each December 31 with interest on the prior year’s
9 closing balance at the effective rate on all employe required contribution
10 accumulations in the variable annuity division, on all employe required
11 contributions in the fixed annuity division on December 31, 1984, on all employe
12 required contributions invthe fixed annuity division of participants who are not

13 participating employes after December 31, 1984, and on all employe and employer
v
14 additional contribution accumulations and on all tax—deferred additional

15 " contribution accumulations and with interest on the prior year’s closing balance at

16 the assumed benefit rate on all employe required contribution accumulations in the
17 fixed annuity division for parficipants who are participating employes after
18 December 31, 1984. Y

19 #_9189/P1.7* SECTION 8. 40.04 (7) (intro.) of the statutes is amended to read:
20 40.04 (7) (introS The reserves established under subs. (4), (5) and (6) shall be
21 divided both individually énd for the purposes of sub. (3) between a fixed annuity
22 division and a variable annuity division. All required and, additional and

v
23 tax—deferred additional contributions shall be credited to the fixed annuity division

24 except:
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SECTION 9

v
*-.2189/P1.8* SECTION 9. 40.04 (7) (a) (intro.) of the statutes is amended to

read:

40.04 (7) (a) (in{i;/ro.) As otherwise elected by a participant prior to April 30,
1980. Any participani: whose accounts on January 1, 1982, include credits
segregated for a variable annuity shall have his or her required and, additional and
tax—deferred additional contributions made on or after January 1, 1982, credited to
the variable annuity division in a manner consistent with the participant’s election
prior to April 30, 1980, unless prior to January 1, 1982, the participant terminated
such election under s. 40.85, 1979 stats. The department shall by rule provide that
any participant who elected variable participation prior to April 30, 1980, may elect
to cancel that variable participation as to future contributions. The department’s
rules shall permit a participant who elects or has elected to cancel variable
participation as to future contributions, or an annuitant, to elect to transfer previous
variable contribution accumulations to the fixed annuity division. A transfer of
variable contribution accumulations under this paragraph shall result in the

participant receiving the accrued gain or loss from the participant’s variable

participation. A participant may specify that election to cancel participation in the

variable annuity division is conditional. If the participant. so specifies the election
is effective on the first date on which it may take effect on which the participant:
s auisrfoene. et (uet m mane §-b
*-2189/P1.9* SECTION@ 40.04 (7) (c) of the statutes is amended to read:
40.04 (7) (¢) Any participant whose required contributions are segregated in
any portion to provide for a variable annuity may direct that any part or all of

subsequent additional and tax-deferred additional contributions credited to the

participant’s account be segregated to provide for a variable annuity and may at any
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SEcTION 10

time by filing a form prescribéd by the department change the portion being
segregated for any future additional contributions.
*-2189/P1.10* SECTION 11. 40.05 (1) (a) 5m. of the statutes is created to read:
40.05 (1) (a) 5m. Tax—deferred additional contributions méy be made by any
participating employe g ‘
@m@x@ﬂ@g&r of an employer that had at least one employe who made such

contributions to the Wisconsin retirement system or its predecessor systems under
s. 42.30 (8), 1979 stats., on or before May 17, 1982. The making of contributions
under this subdivisi‘c{n shall be subject to any limitations imposed on contributions
by the Internal Revenue Code, applicable regulations adopted under the Internal
Revenue Code and rules of the department. The participating employe and the
employer are solely responsible for determining the amount of contributions that
may be made to the retirement system under this subdiv'i/sion and monitoring the
annual contributions for compliance with any limitations imposed on contributions
by the Internal Revenue Code, applicable regulations adopted under the Internal
Revenue Code and rules of the department.

%-2189/P1.11* SECTION 12. 40.05 (1) (a) 7. of the statutes is amended to read:

40.05 (1) (a) 7. Subject to any applicable limitations under the internal revenue
code, a participating employe may elect to use part or all of his or her aeeuaf’&lated

after—tax additional contributions, including interest, made under subd. 5.;-ether

annuity-undersection403-(b)-of the-internal-revenue-code; to purchase creditable

service under this chapter.

*_92343/P1.1* SECTION 13. 40.05 (2) (g) 2. of the statutes is amended to read:
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SECTION 13

40.05 (2) (g) 2. Under the rules promulgated under s. 40.03 (2) (r), a participant
may, as a payout option for the deferred compensation plan established under subeh-

v
VAIs.40.80, elect to have the entire balance in the participant’s account under subeh-

MI s. 40\/=§Q treated as an additional contribution to the fixed annuity division,
subject to any limitations imposed on contributions by the internal-revenue-code
Internal Revenue Code, applicable regulations adopted under the internalrevenue
eode Internal Revenue Code and rules of the department. Additional contributions
under this subdivision shall be available for all benefit purposes and shall be
administered and invested on the same basis as employe additional contributions,
except that ss. 40.24 (1) (f) and 40.25 (4) do not apply to additional contributiqns
under this subdivision and s. 40.26 does not apply to an annuity received from
additional contributions under this subdivision.

*_5345/P1.1* SECTION 14. 40.08 (4) of the statutes is repealed and recreated
to read:

40.08 (4) REIMBURSEMENTS OF MONEYS PAID AS A RESULT OF MISREPRESENTATION,
FRAUD OR ERROR. (a) If the department has paid any money to a person or estate as
a result of misrepresentation, fraud or error, the depaftment shall determine the
amount of such payment and shall require that the person or estate reimburse the
department for this amount, plus interest at the effective rate of the fixed annuity
division.

(b) If the department determines that any money has been paid to a person or
estate as a result of misrepresentation, fraud or error, the department shall notify
the person or the personal representative or special administrator of the pérson’s
estate by certified mail of this determination. The department shall send the notice

to the last—~known address of the person or the personal represehtative or special
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administrator of the person’s estate. The notice shall inform the person of his or her
right to a timely appeal. The notice must be sent within 7 years from the date that
the départment first acquires actual notice of the alleged misrepresentation, fraud
Or error.
v

(c) The sending of the notice by the department under par. (b) shall constitute
a lien against the person’s separate account under s. 40.04 (4) (a) and any annuity,
benefit or obligation of the employe trust fund that’ is payable or will become payable
to the person or the person’s beneficiaries. This lien takes precedence over all other
withholdings, liens or encumbrahces, whenever perfected, against the person’s
separate account under s. 40.04 (4‘{(a) and any annuity, benefit or obligation of the
employe trust fund that is payable or will become payable to the person or the
person’s beneficiaries. | ‘

(d) Subject to sub. (1(;;, the department may do any of the following to provide

v

for reimbursement of the amount or any portion of the amount due under par. (a):

1. Obtain voluntary repayment from the person or estate within a reasonable

period, as determined by the department.

2. Foreclose on the lien against the person’s separate account unders. 40?64 (4)
(a) or any annuity, benefit or obligation of the employe trust fund that is payable or
will become payable to the person or the person’s beneficiaries. In foreclosing on this
lien, the department may retain the amount or portion of the amount out of any
annuity, benefit or obligation of the employe trust fund that is payable or will become
payable to the person or the person’s beneficiaries or may pérmanently reduce the

person’s annuity by the actuarial present value of the amount or portion of the

v .
amount that is due under par. (a). If the department forecloses on the lien, the
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SEcCTION 14

department shall notify, by regular mail, the person or personal representative or
special administrator of the person’s estate of the foreclosure as soon as practical.

3. Request that an employer withhold the amount or any portion of the amount
from any sum payable by the employer to any person or estate. If an employer
receives such a request, the employer shall withhold and remit the amount to the
department.

4. Bring a civil action against the person or estate for the amount or any portion
of the amount that is not otherwise recovered by the department.

(e) Any amount that is reimbursed to the department under par. (‘g) shall be
credited to the appropriate benefit plan accounts.
*_2189/P1.12* SEcTION 15. 40.08 (7) (a) of the statutes is amehded to read:
40.08 (7) (a) Any overpayment or underpayment of a lump-sum payment
under s. 40.25 or a death benefit which is less than 60% of the amount specified in
s. 40.25 (1) (a) rounded to the next highest dollar amount, and any annuity payment
error which is less than $2 per month may not be corrected but shall be credited or
debited to the émployer accumulation reserve or the appropriate insurance account.
However, if the amount of unapplied additional contributions or tax—deferred
additional contributions would increase an annuity payment by less than $2 but is
more than 60% of the amount specified in s. 40.25 .(1) (a) rounded to the next highest
dollar amount, the unapplied additional contributions or tax—deferred additional .
contributions shall be paid to the annuitant as a lump sum.
*29189/P1.18* SECTION 16. 40.23 (1) (b) of the statutes is amended to read:
40.23 (1) (b) Except as provided in par. (bm), all retirement annuities shall be

effective on the day following, or on the first day of a month following, the date of

separation from the last participating employer by which the participant was
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SECTION 16

employed, as specified by the participant in the writteﬁ application for the annuity.
However, the date shall not be more than 90 days prior to the date of receipt of the
application by the department. The participant may specify that additional and
tax—deferred additional contribution accumulations shall nof be applied to provide
an annuity until a subsequent application is filed for an annuity to be paid from the
additional and tax—deferred additional contribution accumulations.  The
subsequent application shall be made as specified under sub. (4) or the department

shall automatically distribute the accumulated additional and tax-deferred

( :} additional contribution accumulations as a lump sum. .
ervall k. gt (an ' rn ma A IL-zb)
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*-2189/P1.14* SECTION @/ 40.24 (1) (f) of the statutes is amended to read:

40.24 (1) (f) From accumulated additional contributions made under s. 40.05

d
s
(1) (a) 5. and tax—deferred additional contribufi/on ccumulations xrﬁtr .40 1

(a) 5m. only, an annuity certain payable for and terminatirig after the number of
months specified by the applicant, regardless of whether the applicant dies before or
after the number of months specified, provided that the monthly amount of the
annuity certain is at least equal to the minimum amount established under s. 40.25
(1) (a). Subject to the period of distribution required under s. 40.23 4) (b)b 2., the
number of months specified shall not exceed 180 and shall not be less than 24. Ifthe
death of the annuitant‘occurs prior to the expiration of the certain period, the
remaining payments shall be made in accordance with s. 40.73 (2) without regard to
any other annuity payments payable to the beneficiary. An annuity under this
paragraph may be initiated prior to any other annuity amount provided under this
subchapter and prior to age 55 if all other qualifications for receiving an annuity
payment are met.

*.9189/P1.15* SECTION 18. 40.24 (8) of the statutes is amended to read:
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SECTION 18

1 ' 40.24 (3) Any participant ‘speciﬁed under sub. (1) (intro.) may elect to receive
the amount provided by accumulated additional contributions and tax—deferred

additional contributions in a different optional form than the balance of the annui
neatt st refoence e Cuam mant yL- )

2
3
4 *-2189/P1.16* SECTION @. 40.24 (7) (a) 4. of the statutes is amended to read:
5
6

Tsert— 72~6

40.24 (7) (a) 4. Benefits paid from accumulated additional contributions and

Q’t;afiagerred additional contributions.

7 *-2189/P1.17* SECTION 20. 40.25 (1) (a) of the statutes is amended to read.:
8 40.25 (1) (a) Ifall other requirements for payment of a retirement annuity are
9 met and if the retirement annuity in the normal form which could be provided under
10 s. 40.23 is equal to or IeS\i tharrnl I";$[300 mox;‘t:l:g ki‘or a beaeﬁt with an effective date that
@ is on or after April 23, 1994 but-before-the-end-of thecalendar-year-of-1883-or, for
12 a benefit with an effective date in a subsequent calendar year, the monthly amount
13 applied under this paragraph for the previous calendar year increased by the salary
14 index and ignoring fractions of the dollar, the then present value, 1nc1ud1ng

15 additional contributions and tax—deferred additional contributions, of the annuity

16 shall be paid in a single sum instead of as an annuity. The additional contribution
17 accumulations and tax—deferred additional contribution accumulations shall not be
18 included in determining whether a single sum should be paid if the optional form

19 provided by s. 40.24 (1) (f) or a lump sum under sub. (4) is selected.

20 *_2189/P1.18* SECTION 21. 40.25 (1) (a) of the statutes is amended to read:

21 (a) If all other requirements for payment of a retirement annuity are
22 met and if the retirementaanuity in the normal form which could be provided unde

23 an effective date that
24 093 or, for

25 i an effective date in a subsequent calendar year, the monthiya
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SEcTION 21

applied under this paragraph for the previous calendar year increased by the salary
index and ignowing fractions of the dollar, the then present value, including
additional contributions, of thre-annuity shall be paid in a-single sum instead of as

an annuity. The additional contributienmaceumulations shall not be included in

determining whether a single sum should be paid if the opticnal form provided by
8. 40.24 or a lump sum under sub. (4) is selected. _, [ o e
Wl "

*_2189/P1.19* SECTIONg %gg (1) (mft‘tﬂhe statutes is amended to read\
40.25 (1) (b) If all other requirements for payment of a retirement annuity are
met and if the retirement annuity in the normal form which could be provided under
s. 40.28 from all available accumulations and credits, other than accumulations from
additional contributions and tax-—deferred additional contributions, is more than
$100 and less than $200 monthly for a benefit with an effective date that is on or after
April 23, 1994, but before the-end-of the calondaz-year of 1893 or, for a benefit with
an effective datein a subsequent calendar year, the monthly amounts applied under
this paragraph for the previous calendar year increased by the salary index and
ignoring fractions of the dollar, then any participant may elect to receive, in lieu of
the annuity, the then presenvt Value, including additional contributions and
tax—deferred additional contributions, of the annuity in a single sum.
#_92189/P1.20* SECTION 23. 40.25 (3m) of the statutes is amended to read:
40.25 (3m) A participant’s application for a lump sum payment under sub. (1)
(b) or (2), filed after May 7, 1994, shall be signed by both the participant and the
participant’s spouse, if the participant has been married to that spouse for at least
one year immediately preceding the date the application is filed. The department
may promulgate rules that allow for the waiver of the fequirements of this subsection

for a situation in which, by reason of absence or incompetency, the spouse’s signature
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1 may not be obtained. This subsection does not apply to any benefits paid from
v ;
accumulated additional contributions an —deferred additional contribution

a,cdm.(d()\,mw," " /u,a& Mmoot 1'4‘9
*.2189/P1.21* SECTION@ 40 25 (4) of the statutes is amended to read:

40.25 (4) If all the requirements for payment of a retirement annuity or a
separation benefit are met, except filing of an application, a participant may elect

that the accumulation from the participant’s additional contributions made under
M@d&

v
s. 40.05 (1) (a) 5. and tax—deferred additional cgntribgtionsjfunder 8.40.05(1)(a) 5m,

9 be paid as a lump sum in lieu of an annuity from those additional contributions.
9

Psert IY—F

*.92344/P1.1* SECTION 25. 40.25 (6) (a) 1. of the statutes is amended to read:
10 40.25 (6) (2) 1. The participating employe must have at least 3 continuous years

11 of creditable current service under the fund at the time of application for

N
\
*~
~
-
Ny
B¢

14 #_9344/P1.2* SECTION 26. 40.25 (8) (2) 2. of the statutes is amended to read:

15 40.25 (8) (a) 2. Applications for reestablishment of creditable service must
16 include all creditable service that has been forfeited except that the total number of
17 years which may be reestablished under this subsection may not be greater than the

18 lesser of 10 years or the creditable current service of the participating employe at the
ML Lot

date of applicatiofis

W23m1.3* SECTION 27. 40.25 (7) (a) 2. of the statutes is amended to reat:
22 40.25 (7) (a) 2. The participant has at least 3 continuous years of creditable

~

S

& @ current service under the fund at the time of application under subd. 1,@1@%
N ,
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SECTION 28

1 *_9344/P1.4* SECTION 28. 40.25 (7) (a) 8. of the statutes is amended to read:
40.25 (7) (a) 3. The number of years of creditable service applied for under this

paragraph does not exceed the lesser of 10 years or the number of years of creditable

current service that the participant has at the date of application er10-years;

#-2189/P1,22* SECTION 29. 40.26 (2) (a) of the statutes is amended to fead: v
40.26 (2) (a) The then present value of any portion of the terminated annuity
which was originally provided by employe or employer additional contributions or
10 tax—deferred additional contributions shall be credited to the corresponding
11 additional contribution account QLLMM__QJ_Q_MJ_MQLMM.
12 #_2189/P1.28* SECTION 30. 40.26 (2) (b) of the statutes is amended to read:
13 40.26 (2) (b) The amount of the annuity payments, excludiﬁg any portion
14 originally provided by additional contributions or tax-—deferred additional

15 contributions, which would have been paid under the terminated annuity, if the

- 16 annuity had been a straight life annuity, prior to thé participant’s normal retirement
E,‘ 17 date or prior to the annuity termination date, whichever would first occur, shall be
; 18 credited to a memorandum account which is subject to s. 40.04 (4) (2) 2. and 2m. and
pa 19 (c). If the annuity was recomputed under s. 40.08 (1m) because of a qualified
'% 20 domestic relatiéns order, the memorandum account estéblished under this
Mgraph shall be adjusted as provided under s. 40.08 (1m) (f) 2.

22 +.2189/P1.24* SECTION 81. 40.28 (1) (a) 1. of the statutes is amended to read:

23 40.28 (1) (a) 1. The amount of the additional contribution accumulations and

24 tax—deferred additional contribution accumulations reserved for a variable annuity

M the date the annuity begins;

Fasert 1572
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*_2189/P1.25*% SECTION 32. 40.63 (9) (b) of the statutes is amended to fead:
40.63 (9) (b) If a disability annuitant, prior to attaining the normal retirement
date for the annuitant’s former participant classiﬁcatlion, receives earnings or other
earned income from any source whatsoever for personal services, including services
performed on a contractual basis, the annuity shall be suspended, except for ény
amount provided by additional contributions or tax-deferred additional
contributions, and no payment shall be payable after the first of the month in which
the earnings or earned incoﬁe received during any calendar year exceed the amount
established under sub. (11), except that if payment was being made under sub. (4)
the annuity may only be suspended if the annuitant is employed in a law
enforcement or fire fighting capécity and then the suspension shéll be effective
immediately. The suspended amount shall be reinstated on January 1 following the
date of suspension, or, if earlier, on the first day of the 2nd month following the
termination of personal ser\}ices. An amount, which is reinstated in any calendar
year, other than on January 1 of the calendar year, shall again be suspended for any
subsequent month in the calendar year following a month in which the disability
annuitant receives any amount of earnings or earned income for personal services.
The department may request any earnings or compensation information as it deems
necessary to implement‘ the provisions of this paragraph and pé.r. (c).
*_2189/P1.26* SECTION 33. 40.63 (10) of the statutes is amended to read:
40.63 (10) Upon termination of an annuity in accordance with sub. (9), each
participant whose annuity is so terminated shall, as of the beginning of the calendar
month following termination, be credited With additional contribuﬁons and
tax—deferred additional contributions equal to the then present value of the portion
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of the terminated annuity which was originally provided by the corresponding type
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of additienal contributions. Except for additional contributions &d_ta;(jmie_d
additional contributions, the retirement account of the participant shall be
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reestablished as if the terminated annuity had never been effective, including

crediting of interest and of any contributions and creditable service earned during

( Z the period the annuity was in force.

*_92189/P1.27* SECTION 34. 40.73 (1) (b) of the statutes is amended to read:
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40.73 (1) (b) Upon the death of an annuitant, in addition to any amounts
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payable by virtue of the annuity option elected by an annuitant, the amount
‘ y determined under par. (a) for contributions made under s. 40.05 (1) subsequent to the

E 10 effective date of the annuity, or additional contributions and tax—deferred additional

' é\ 11 contributions not applied to provide an annuity, provided the amounts have not been
Mio_uasly paid out as a lump sum under s. 40.25.
13 *_2343/P1.2* SECTION 85. 40.80 (2) (g) of the statutes is created to read:

- 14 40.80 (2) (g) Serve as trustee of any deferred compensatfon plan established
\S: E 15 under this section and hold the assets and income of the plan in trust for the exclusive
g Mf‘ the employes who participate in the plan and their beneficiaries.

17 %-2844/P1.5* SECTION 36. Initial applicability.
18 (1) \TAi first applies to applications for the purchase of creditable service

19 under section 40.25 (6) and (7) of the statutes submitted to the department of
v
20 employe trust funds on the effective date of this subsection.

21 |- ' (END)
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