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‘NOTES FOR LRB-2189/1:

va . \L~ On-page 2 afterime-5) imert™NoTE: The definition is amended to specify that it
=3 includes both after-tax additional contributions and tax-deferred (pre-tax) additional contribu-

tions.™@.
g ific Q4 ‘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 AGR &) — uas oo MAM AL Y f 1 ad on puge Y-

J . AQn 1, 1S Note: The new definition of “tax-deferred
additional contribution” distinguishes these pre-tax contributions from additional (after-tax) con-

-2 S tributions§
g4
— 4_Qn-page- 2 after-line-23; 1 Note: The definifion of “immediate annuity” is

t{ -2  amended to exclude both categories of Sadditional contributions:

— ¢ Ko Gar audo-ufphana T
v : age-3; } 1 ~“NOTE: SECTIONS amend provisions relating to Wg‘
s A the accounting of contributions to create separate accounting| for each category of additional i
contributions.’? wak auteanencb" (puaud on ‘?)f’b
\/ ' . ge ine 13, “Note: The amended provision clarifies that only
participating employes of eligible employers may make tax-deferred additional contributions,
7r"/ G and the responsibility for determining the amount of contributions that can be made is the
responsibility of the employes and employers, not the W isconsin Retirement-System-<
/ . li / Note: The amendment to this provision removes
2, references relating to use of accumulated after-tax additional contributions to purchase creditable
7/‘2 service. The amended provision refers to “additional contributions” which are defined as after-
tax contributions."Z_
J 8. a, after ling 67 ote: This provision, relating to overpayments and
_21 underpayments, is amended to recognize that the provisions ap ly to both categories of addi-
[O ‘ rpay p p
tional contributions.™
J n e\bs 2l h{e\l@uﬁsw Note: This provision is amended to clarify that the
[{— q treatment of retirement annuities applies to both categories of additional contributions®g,
. ‘ : Y 2
v 0. age 7, after li ote: The changes made by SECTIONS Mktg)fl»ﬁt‘(@“@)
~( provisions relating to annuity options, clarify that these provisions apply to both categories of

additional contributions™,

contributions.”%




NOTES FOR LRB-2343/1:
J \l.__Ompage 2;afterline13insartv~“NoTE: This amendment clarifies that the provision

relates only to the deferred compensation program established under s. 40.80, Stats., for state
$-12- employes, not to other deferred compensation programs that may be established by an employer
under s. 40.81, ,B(tats.“\

Q. _Onpage-2nafter linel7-iMert=*NoTE: This provision clarifies that the Wisconsin

|1~ 1A deferred compensation program is a trust and deferred compensation board members are its
trustees.’?,

NOTES FOR LRB-2344/1:

; e : in msectr~“NoTE: This provision is amended to clarify that a
v C . . .
‘_{ - l§ participating employe must have at least three continuous years of creditable current service at
| the time of application for purchasing forfeited service.™y

2\ _Onpagel, afterting 12, imsertt~“NOTE: This provision is amended to clarify that T
J the total number of years of forfeited service that the person can purchase is the lesser of B +ren
(4~ years, or a number of years equal to the current creditable service of the employe at the date of
application.”?,

A\_OnPage 3-afterline4\ins¢pt"NotE: This provision is amended to clarify that the

J/ 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 fedéral government or

[ L(’L ? 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.’y;

a ine 104 *NotEg: This clarifies that the number of years of

J 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

| g b lesser of ¥@fyears or a number of years equal to the current creditable service that the participant

has, of thedate of application.’g
ten NOTE FOR LRB-2345/1:

WM@HWOTE: 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. Therefore, any debts to the trust fund are unsecured and

(0~10 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

M \
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account and any annuity, benefit or obligation that the trust fund pays or will pay to the person
or the person’s beneflcxary’ﬁ

NOTE TO LRB-2346/1.

Qn page 2, after lime 8 imsest:«”NoTe: This change corrects references to the federal tax

code’s provisions relating to military service credit.},




—

A’Z\QWMM&/NOTE: The change, relating to a provision on

reentry into covered service, clarifies that it applies to both categories of additional contribu-
tions. %

-

Al10a n i oTe: This change clarifies that the provision,
relating to variable benefits, applies to both categories of additional contributions.”™§

AGN_Om page N -aftéi\line-18,_insert” NoTE: The change to this provision, relating to

disability annuities, clarifies that it applies to both categories of additional contributions.¥

, 2 i i NotE: This provisioﬁ, relating to death benefits, is
amended to provide that it applies to both categories of additional contributions. ™%
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Insert A:

o The total service purchased under this subsection, including any service

reviously purchased under this subsection, may not exceed the participant’s total

creditable current service, excluding any creditable service purchased under an

rovision of this chapter and anyv creditable military servic
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December 15, 1999

Gordon Anderson:

Per your request, at the end of s. 40.25 (6) (a) 2. and (7) (a) 3. I inserted the sentence,
“The total service purchased under this subsection, including any service previously

rchased under this subsection, may not exceed the participant’s total creditabl
current service, excluding any creditable servic rchased under any provision of thi

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
(8) (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 unclear if the
first sentence of s. 40.25 (8) (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) () 8. 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

previously purchased under this subsection”. 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.

Finally, please review current law s. 40.25 (5) (b), which refers to “retentions made
under s. 40.08 (4)”. Does this requirement still work in light of the changes made to
s. 40.08 (4)? '

Rick A. Champagne

Senior Legislative Attorney

Phone: (608) 266-9930

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



STATE OF WISCONSIN

DEPARTMENT OF EMPLOYE TRUST FUNDS
801 West Badger Road
Madison, Wl 53702

CORRESPONDENCE MEMORANDUM

DATE: September 8, 1999
TO: Dave Stella
FROM: Linda Owen

SUBJECT: Law Revision Committee Proposed Remedial Legislation

One additional concern has been raised regarding the amount of forfeited and other governmental
service that a participating employe can purchase. This issue requires an additional change to the
proposed statutory language.

Participants first became eligible to buy forfeited service on January 1, 1982, under the provisions
of Wis. Stats. § 40.25 (6). §40.25 (6) provided that the participant could not purchase more
forfeited service than the participant’s creditable service at the time of the purchase. It was clearly
the intent of the legislature to preclude participants from buying more forfeited service than the
actual amount of service they had earned since returning to WRS employment (“current creditable
- service”). ETF 9.01 (3), Wis. Admin., also became effective on that date; this rule restricted
participants to buying forfeited service only once.

ETF 20.15 (3) [as renumbered from ETF 9.01 (3)] was repealed effective January 1, 1997, to allow
participating employes to make multiple service purchases. This change was necessarily made in
conjunction with 1995 WA 302, which clarified that payments to purchase WRS creditable service
were subject to IRS contribution limits under Section 415(c).

The recommended changes in the current draft of the Law Revision Commlttee proposed remedial
legislation were intended to ensure that the total amount of forfeited service (and separately, other
government service) that a participant can buy should not exceed the current creditable service
earned since returning to WRS employment. Previously purchased creditable service should not
increase the amount of service a participant can buy in a subsequent purchase.

~ Example: Participant has 10 years of forfeited service, and has been back to work for 3 years.
He purchases 3 years of forfeited service, the maximum that he is eligible to buy.
The next month the participant again applies to purchase forfeited service. He now
has 6 years of creditable service, and based on the current statutory language he
could immediately buy another 6 years of forfeited service, for a total of 9 years.
The next month he again applies to buy his forfeited service, and since he now has
9 years of creditable service he can buy the 1 remaining year. The resuit would be
that after returning to work for slightly over 3 years, the participant could have
purchased all 10 years of forfeited service.

The current proposed amendment was intended to clarify that creditable service
previously purchased could not be used to determine the maximum amount of
service that the participant can buy at any given point. Although he could buy the



service in multiple increments, he would not be able to purchase the total 10 years
of forfeited service until he had accrued 10 years of current creditable service.

The additional issue that needs clarification in the statutes relates to using the same current
creditable service more than once to determine the amount of service a participating employe can
purchase. The language in the current draft needs to be revised to clarify the restriction in the
following type of situation:

Example: Participant has 10 years of forfeited service, and has been back to work for 3 years.
He purchases the 3 years of forfeited service that he is eligible to buy. A month
later he again applies to buy forfeited service. The current proposed amendment
would seem to allow him to buy another 3 years and 1 month of service, the
creditable current service he has earned since returing to WRS employment. He
now buys the 3 years 1 month of service, the maximum that he is eligible to buy,
and has then purchased a total of 6 years 1 month of forfeited service. “Re-using”
the same current creditable service to determine the amount of service that can be
purchased for multiple purchases would still permit a participating employe to buy
the entire 10 years of forfeited service within a little over 3 years after returning to
WRS employment, contrary to the clear intent of the legislature.

| am proposing that the language in the current Law Revision Committee Proposed
Remedial Legisiation be amended to read as follows:

S. 40.25 (6) (a) 1 and 2 are amended to read:
s. 40.25 (6) (a) 1. The participating employe must have at least 3 continuous years of

creditable current service under the fund at the time of application for reestablishment of creditable
service under this subsection.

s. 40.25 (6) (a) 2. Applications for reestablishment of creditable service must include 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 |esser of 10 vears or the creditable current

- service of the participating employe at the date of appllcatlon—eHQ—years—whaeheveHs—smaJm
The total service purchased under this subsection, including any service previously purchased
under this subsection, may not exceed the participant’s total creditable current service, excluding
any creditable service purchased under any provision in this chapter and any creditable military

service.

S. 40.25 (7) (a) 2 and 3 are amended to read:

s. 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.

s. 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 er-1+0-years,-whicheveris-less, . The total
service purchased under this subsection, including any service previously purchased under this

subsection, may not exceed the participant’s total creditable current service, excluding any
creditable service purchased under any provision in this chapter and any creditable military

service.




Champagne, Rick

From: Stella, Dave

Sent: Wednesday, January 05, 2000 1:46 PM
To: Champagne, Rick

Subject: FW: Remedial legislation on buybacks

Rick, how about this language?

----- Original Message-----

From: Owen, Linda

Sent: Wednesday, January 05, 2000 1:42 PM
To: Stella, Dave

Subject: Remedial legislation on buybacks

Revised proposed language attached.

amendedbuybackreme
d.doc

Linda Owen

Benefit Plan Policy Analyst

Phone: (608)261-8164

E-mail: linda.owen@eftf.state.wi.us



Champagne, Rick

From: Stella, Dave

Sent: Wednesday, January 05, 2000 2:49 PM
To: Champagne, Rick

Subiject: ' RE: Remedial legislation on buybacks

Rick, disregard my voice mail. The new language | gave you should substitute for the language in the current draft of (6)
(a)2. and (7) (a) 3.

From: Champagne, Rick

Sent: Wednesday, January 05, 2000 2:29 PM
To: Stella, Dave

Subject: RE: Remedial legislation on buybacks

I like it! Do you still want the other changes that you requested in s. 40.25 (6) (a) 2. and (7) (a) 3.7

From: Stella, Dave

Sent:  Wednesday, January 05, 2000 1:46 PM
To: Champagne, Rick

Subject: FW: Remedial legislation on buybacks

Rick, how about this language?

-----QOriginal Message-----

From: Owen, Linda

Sent: Wednesday, January 05, 2000 1:42 PM
To: Stella, Dave

Subject: Remedial legislation on buybacks

Revised proposed language attached.

<< File: amendedbuybackremed.doc >>

Linda Owen

Benefit Plan Policy Analyst

Phone: (608)261-8164

E-mail: linda.owen@eif.state.wi.us



Below is the proposed amended language for the current Law Revision Committee
Proposed Remedial Legislation:

S. 40.25 (6) (a) 2 is amended 1o read:

s. 40.25 (6) (a) 2. Applications for reestablishment of creditable service must include all
creditable service that has been forfeited except that the number of years which may be
reestablished under this subsection may not be greater than the creditable service of the
participating employe at the date of application, or 10 years, whichever is smaller. Creditable

service previously purchased under this chapter may not be used to determine the maximum

amount of service that can be purchased under this section.

S. 40.25 (7) (a) 3 is amended to read:

s. 40.25 (7) (a) 3. The number of years of creditable service applied for under this
paragraph does not exceed the number of years of creditable service that the participant has at
the date of application or 10 years, whichever is less. Creditable service previously purchased

under this chapter may not be used to determine the maximum amount of service that can be

purchased under this section.
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State of Wisconsin
1999 - 2000 LEGISLATURE LRB-4068/p2 /
5 RAC:cmh:km

o5

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) (), 40.24 (3), 40.24 (7) (@)
4., 40.25 (1) (a), 40.25 (1) (b), 40.25 (3m), 40.25 (4), 40.25 (6) a) 1., 40.25 (6) (a)
2., 40.25 (;7) (a) 2.,40.25 (7)(a) 3.,40.26 (2) (), 40.26 (2) (b), 40.28 (1) (a) 1., 40.63
(9) (b), 40.63 (10) and 40.73 (1) (b); to repeal and recreate 40.08 (4); and o
éreaté 40.02 (54v), 40.05 (1) (a) 5m. and 40.80 (2) (g) of the statutes; 'relating
to: the making of additional retirement contributions by participants in the
Wisconsin retirement system; deferred compensation programs established by
the deferred compensation board; purchase of forfeited creditable sérvice under
the Wisconsin retirement system; reimbursement of moneys paid by the

department of employe trust funds as a result of misrepresentation, fraud or



1999 — 2000 Legislature -2 ' . LRB-4068/P2

@ error;@editable military ]sgryic‘e under the Wisconsin retireméﬁt system

2 (suggested as remedial legislation by the department of ‘ employé 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. |

Under current law, any participant in the WRS, subject to rules promulgated
by the secretary of employe trust funds, may elect asa 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 ¢ompensation 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. B

Under current law, a participating employe in the 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. 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”.

. Inaddition, the bill provides that the number of years of service that an employe
may 1ase may not ) thWWt of

P table cur; ervice that the employe has at theTime of applieation.

SRRt ~
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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 theemploye trust fund that is payable or will become
payable to the person or the person’s beneficiaries.

Currently, under certain conditions, a part1c1pat1ng employe under the WRS
may receive one year of creditable service under the 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.

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 estlmate whlch will be prmt@)
- an appendix to this bill,

' 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) (c) 4., stats. After careful consideration of the
various prowsxons 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.

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—deferred

2
3
4 additional contributions as increased or decreased by application of investment
5 earnings.

NoTE: The definition is amended to specify that it includes both after-tax
additional contributions and tax-deferred (pre-tax) additional contributions.

6 SECTION 2. 40.02 (2) of the statutes is amended to read:
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1999 — 2000 Legislature R « LRB-4068/P2
‘ RAC:cmh:km -
SECTION 2
40.02 (2) “Additional contribution” means any after-tax contribution made by
or on behalf of a partlcxpant to the retlrement system other than employe and
employer required contributions |

Norte: The definition of “additional contribution” is amended to make the term
refer only to an after—tax contnbutlon. See also the new definition created by SEC,'PION
b.

SECTION 3. 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 used for
the purpose of establishing entitlement 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

133712731t0 12738 or,\ if the participant makes an election unders. 40.30(2), by any
retirement system specified in s. 40.30 (2) other than the Wisconsin retirement
system.

NoTE: This change corrects references to the federal tax code’s provisions relating
to military service credit.

SECTION 4. 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.

NoOTE: The definition of “immediate annuity” is amended to exclude both categories
of additional contributions.

SECTION 5. 40.02 (54v) of the statutes is created to read:

40.02 ‘(54v) “Tax—deferred additional contribution” means any contﬁbution
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.

NoTg: The new definition of “tax—deferred additional contribution” distinguishes
these pre—tax contributions from additional (after-tax) contributions.
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SECTION 6

1 ‘SECTION 6. 40.04 (4) () 1. of the statutes is amended to read:
2 - 40.04(4) (8) 1. ‘Credited with all employe contributions made unders. 40.05(1),

all émpldyer additiona) contributions made under s. 40.05 (2) (g) 1., all additional

3
4 contributions ﬁﬁder:s; 40.05 (2) (g) 2. v v
5 under s. 40.05 (1) (a) 5. and all contributich accumulations reestabliéhed under s.
6  40260r4063(10).

" Note: SECTIONS 6 to 10 amend provisions relating to' the accounting of

- contributions to create separate accounting for each category of additional contributions.
N MW\‘?M‘\”\ WMCMMV\M i

@  SEcTION 7. 40.04 (4) (a) 2. of the statutesjls amended to read:
8 40,04 (4y(a) 2. Credited as of each December 31 with interest on the prior ye ar’s
9 closmg bé ice at the effectlve rate on all employe required ntnbutxon
10 | aé;umulations in he varlable annuity division, on all employe requlred

11 contrlbutmns in the fixed annuity »vdivi'sion on Decembér 31, 1984 on all employe
12 | requlred contnbutlons in the fixed annmt division of partlclpants who are not

13 part1c1pat1ng employes after December 3 ) 1984, aael on all employe and employer

14 | additional contribution agedmulations and “on_ all tax-deferred additiona
15 ontribution accumulations and with intérest on the prio ea;"s closing balance at
x 16 the assumed be neﬁt rate on all employe required contribution ateymulations in the
@VO\ 17 fixed 4nnuity division for pérticipants who are participating employes after
\ ' ¢

18 <« December 31,1984, i

W SECTION 8. 40.04 (7) (intfo.) of the statutes is amended to read:

20 40.04 (7 (intro.) The reserves established under subs. (4), (5) and (6) shall be
21 divided both individually and for the purposes of sub. (3) between a fixed annuity

22 division and a variable annuity division. All reqﬁired and, additional and
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SEcCTION 8

1 tax—deferred additional contributions shall be credited to the fixed annuity division
| 1aAA Qs
.2 except' : o 5 ‘(ua
o0 W VY% LN -
! 3 SECTION 9. 40.04 (7) (a) (intro.) of the statutes)is amended to read:

S~ 40.04 (7) (a) (intro.) As otherwise elected by a participant prior to April 30,
1988, Any participant whose accounts on January 1, 1982, include credits

segregates for a variable annuity shall have his or her requlred and, ad ditional and

4

5

6

7 deferred atiditional contributions made on or after January 1, 1982, credited to
8 the variable arrrlui_t \division in a manner consistent with theparticipant’s election
9

prior to April 30, 1980, uniess prior to January 1, 1982, fie participant termina%ed
10 such election under s. 40.85, 1;9‘ fQ stats. ,Thve depaytinent shall by rule provide that

11 any participant who elected variable. icipafion prior to April 30, 1980, may elect
12 | to cancel that variable participationa o Muture contributions. Thé department’s
13 rules shall permit a participantAvho elects o} 'havs elected to cancel variable
14 participation asto ﬁrture con“ utions, or an annuitant){o elect to trarraferprevioué
15 variable contnbutlon a umulatlons to the fixed annuxty division. A transfer of
16} variable contrlbu 6n accumulations under this paragraph shall result in the
17’ participant gceiving the accrued gain or loss from the participant variable.

8 participation. A participant may specify that election to cancel participation itnthe

19 afiable 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:

SECT[ON 10. 40.04 (7) (c) of the statutes is amended to read:

22 40.04 (7) (¢) Any participant whose required contributions are segregated in
23 any portion to provide for a variable annuity may direct that any part or all of
24 subsequent additional and tax-deferred additional contributions credited to the

25 participant’s account be segregated to provide fora variable annuity and may at any
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time by filing a formprescribed hy the ‘de ai¢ment change the portion being

£
SEcTION 11, 40.05 (1) (a) 5m of the statutes is created to read

segregated for any future additiona] contribution

40.05 (1) (a) 5m Tax—deferred addltlonal contrlbutlons may be made by any

partlclpatmg employe of an employer that had at least one employe who made such

' contnbutlons to the V\ﬁsconsm retn'ement system or 1ts predecessor systems under

vS 42.30 (3), 1979 stats on or before May 17 1982 The making of contrlbutlons

under this subdivision shall be subject to any hmltatlons nnposed on contributions
by the Internal Revenue Code, applicable regulatlons adopted under the Internal
Revenue Code and rules of the department The participating employe and the
employer are solely responsible for determmmg the amount of contnbutlons that
may be made to the retrrement system under this subd1v1slon 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

NoTE: The amended prowsmn clarifies that only participating employes of ehgible
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.

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 acecumulated

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

annuity-under-section403-(b)-of the-internal revenue-code; to purchase creditable

service under this chapter.
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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. v

SECTION 13. 40 05 (2) (g) 2 of the statutes is amended to read:

40. 05 2) (@ 2. Under the rules promulgated under s.40.03 (2) (r), a participant
may, as a payout option for the deferred compensatmn plan established und,ersubehe
VZI-I §,_Q§Q elect to have the entlre balance in the participant’s account under subech-
VI-I L_Q.QQ treated as an addltlonal contrlbutmn to the fixed annulty division,
sub_ject to any limitations imposed on contributions by the internal revenue—code
_n_tema_LRelu_e_QQdQ, applicable regulations adopted under the internal-revenue .
eode Internal Revenue Q_Qd} e and rules of the department. Additional contributiens
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 contributions
under this subdivision and s. 40.26 does not apply to an annuity received from

additional contributions under this subdivision.

NorE: 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 thatmay be estabhshed by an employer unders. 40.81,
stats.

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) Ifthe 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 rate of the fixed annuity

division.
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.(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 persdnal representative or special administrator of the person’s
estate by certified mail of this determination. The department shall send the notice
tq. 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
right to a timely appeal. Thé notice must be sent within 7 years from the date that
the department first acquires actual notice of the alleged misrepreéentation, fraud
Or error.

(¢) The sending of the notice by the department uﬁder par. (b) shall constitute
a lien against the person’s separate account undér s. 40.04 (4) (a) and any annuity,
benefit or obligation of the employe trust fund that is payable or will become payable
toﬂ the \person or the person’s beneficiaries. This lien takes precedence over all other
withholdings, liens or encumbrances, whenever perfected, against the pérson’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 t6 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
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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 acfuarial 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 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. (d) shall be

credited to the appropriate benefit plan accounts.

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 provisions does not provide that the
amounts owed become a statutory lien. Therefore, any debts to the trust fund are
unsecured and can be discharged in bankruptey. The amended provision will provide the
‘department with a mechanism to secure obligations to the trust fund with a lien against
other benefits also administered 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.

SECTION 15. 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 dr a death benefit- which is leés 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 15

debited to the employer 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 ta

: contributions shall be paid to the annuitant as a lump sum.

Norte: This proviéion, relating to overpayments and underpayments, is amended
to recognize that the provisions apply to both categories of additional contributions.

SEcCTION 16. 40.23 (1) (‘b) of the statutes is emeritied to read:

40.23 (1) (b) Except as provided in par. (bm), all retiremeﬁt 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

employed, as specified by the participant in the 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
La;—_dgﬁﬁe_d_additiggal-contribution accumulations shall not be applied to provide
an annuity until a sﬁbset;uent applicatipn is filed for an annuity to be paid from the
additional Migﬁem_d_addm 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.

- NoTe: This provision is amended to clarify that the treatment of retirement
annuities applies to both categories of additional contributions.

SECTION 17. 40.24 (1) (f) of the statutes is amended to read:
40.24 (1) () From accumulated additional contributions made under s. 40.05

(1) (a) 5. and tax—def iti ntributi umulations m
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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 annuity certain is at least equal to the minimum amount established
under s. 40.25 (1) (a). Subject to the period df distribution required unders. 40.23
(4) (b) 2., the number of months speciﬁéd shall not exceed 180 and shall nof 'be less
than 24)) If the 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 péyments payable to the beneficiary. An annuity under
this paragraph may be initiated prior to aﬁy bther annuity amount provided under
this subchapter and prior to age 55 if all other qualifications for receiving an annuity
payment are met. & _

SECTION 18. 40.24 (3) of the statutes is amended to read:

40.24 (3) Any partiéipant specified under sub. (1) (intro.) may elect to receive
the amount provided by accumulated additional contributions u_ga_jiung_d
additional contributionsin a dlfferent optional form than the balance of the annmty

SECTION 19. 40.24 (7) (a) 4. of the statutes is amended to read:

40.24 (7) (2) 4. Benefits paid from accumulated additional contributions and

—def itional ibuti

NoTE: The changes made by SECTIONS 17 to 19 to provisions relating to annuity
options, clarify that these provisions apply to both categories of additional contributions.

SECTION 20. 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
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is-on or after April 23, 1994; but-be

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

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

ations shall notbe

accumulations g
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 21. 40.25 (1) (b) of the statutes is amended to read:

‘ 40.25 1) ‘(b) If all other requirements for payment of a retirémeni: annuity are
met and if the retirement annuity in the normal form which could be provided under

s. 40.23 from all available accumulations and credits, other than accumulations from

additional contributions and ‘ i ibutions, 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-calendar year of 1093 or, for a benefit with
an effective date in a subsequent calendar year, the monthly amounts applied under
this parégraph for the previous calendar year increased by the salary index and
ignoring fractions of the dollar, then any participant fnay elect to receive, in lieu of
the annuity, the then present value, including additional contributions and
tax—deferred additional contributions, of the annuity in a single sum.

SECTION 22. 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
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SECTION 22
one yearfimmediately.:.preceding the date the application is filed. The department
may promulgate rulesthat allow for the wéiver of the requirements of this subsection
for asituation in which, by reason of absence or incompetency, the spouse’s sxgnature

may not be obtained. ' This subsection does not apply to any benefits pald from

accumulated additional contributions ; def
SECTION 23. 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 ﬁliﬁg of an application, a participant may elect
that the accumulation from the participant’s additional contributions made under

s. 40.05 (1) () 5. and

(a) 5m, be paid as a lump sum in lieu of an annuity from those additional

contributions. ' A '
NoTE: SECTIONS 22 to 24 amend provnsmns relating to lump sum payments to

clarify that the provisions apply to both categories of additional contFibutions.
SECTION 24. 40.25 (6) (a) 1. of the statutes is amended to read: 4

40.25 (6) (a) 1. The participating employe must have at least 3 continuous years
of creditable current service under the fund at the time of application for

reestablishment of creditable semce under thxs subsectmn

NOTE: This provision is amended to clanfy thata partnclpatmg employe must have
at least three continuous years of creditable current service at the time of application for

purchasing forfelted service.
r SECTION 25. 40 25 (8) (a) 2. of the statutes is amended to read: W
40.25 (6) (a) 2. Applications for reestablishment of creditable servieeTiust
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1 snder this subsection, including a service previously purchased under thi

2 subsection. mav not—exceed: the participant’s total creditable—current service

oxcluding any creditable servica purchased Undesany provision of this chapter and

any creditable military service.

" Nore: ‘This provision is amended to clarify that the total number of years of
. forfeited service that the person can purchase is the lesser of ten years, or a number of
years equal to the current creditable service of the employe at the date of application.

5 SECTION 26. 40.25 (7) (a) 2. of the statutes is amended to read:
6 " 40.25 (7) (a) 2. The participant has at least 3 continuous years of creditable

7 current service under the fund at the time of application under subd. 1.

NortE: 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.
8| _ SECTION 27. 40.25 (7) (a) 3. of the statutes is amended to read:
9 40.25 (7) (a) 3. The number of years of creditable service applied for under thi
10 paragraph doeSna excéed the lesser of 10 years or the numbe - of-years of creditable

11 current service that the parti ipaﬁt has at thedate of application er—10-years;
12 | whicheverisless. The total servics purchased under this subsection, including an

"2 Nore: This clarifies that the number of years of creditable service for service with

ﬂCSZ e the federal government or an employer that previously did mot participate in the
Wisconsin Retirement System, that the person can purchase may not exceed the lesser
I§, /5 of ten years or a number of years equal to the current creditable service that the

participant has, of the date of application.

~16 SECTION 28. 40.26 (2) (a) of the statutes is amended to read:
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3

40.26 (2) (a) The then present value of any portion of the terminated annuity

‘which was originally provided by employe or employer additional jrc;:ontribu;tions or

tax—deferred additional contributions shall be. credited to the correspondmg

40.26 (2) (b) The amount of the annulty payments, excludmg any portlon
originally prov1ded by additional contributions or tax—deferred additional

contributions, whlch would have been paid under the terminated annuity, if the

annuity had been a straight life annuity, prior to the partlclpant normal retirement

date or prior to the annuity termination date, whxchever would first occur, shall be

3 29, E——

credited to aumemorandum.,account which is subject tos. 40.04 (4) (2) 2./and 2m. and
(c). If the #nnuity was recomputed under s. 40.08 (1m) because of a‘ qﬁaliﬁed
domestic relations order, the memorandum account established under this
paragraph shall be adjusted as provided under s. 40.08 (1m) () 2.

NOTE: The change, relating to a provision on reentry into covered service, clarifies
that it applies to both categones of additional contributions.

SEecTION 30. 40.28 (1) (a) 1. of the statutes is amended to read:

40.28 (1) (a) 1. The amount of the additional cont.rlbutmn accumulations m},_d.

tax-deferred additional contribution accumulations reserved for a variable annuity

as of the date the annuity begins;

NorE: This change clarifies that the provision, relating to variable benefits, apphes
to both categories of additional contributions.

SECTION 31. 40.63 (9) (b) of the statutes is amended to read:
40.63 (9) (b) If a disability annuitant, prior to attaining the normal retirement
date for the annuitant’s former participant classiﬁcation, receives earnings or other

earned income from any source whatsoever for personal services, including services
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‘performed on a contractual basis, the annuity shall be suspended,»' except for any

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 income received during any calendar year exceed the amount
established under sub. (11), except that if payment was be;mg made under sub. (4)
the annuity may oxily 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
date of suspension, or, if earlier, on the first day of the 2nd month following the
termination of personal services. An embunt, 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 receivés 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 par. (c).

SECTION 32. 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 contributions and
tax—deferred additional contributions equal to the then present value of the portion
of the teﬁninated annuity which was originally provided by the corresponding type
of additional contributions. Except for additional contributions and tax-—deferred
additional contributions, the retirement account of the participant shall be

reestablished as if the terminated annuity had never been effective, including
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crediting of interest and of anyfcontributions' and creditable service earned during
the period the annuity was in force.

'NotEe: The change to this provision, relating to disability annumes, clarifies that
it applies to both categones of additional contributions.

SECTION 83. 40.73 (1) (b) of the statutes is amended to read:

40.73 (1) (b) Upon the déath of an annuitant, in addition-to any amounts
payable by virtue of the annuity option elected by an annuitant, the amoﬁnt
determined under par. (a) for contributions made under s.40.05 (1) subsequent to thé
effective date of the annuity, or additional contributions and tax—deferred additional
contributions not applied to provide an annuity, provided the amounts have not been
previously paid out asa lump sum under s. 40 25.

NoTE: This provision, relating to death beneﬁts is amended to prov1de that it
applies to both categories of additional contributions.

SECTION 34. 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 of the plan in trust for the exclusive

benefit of the employes who participate in the plan and their beneficiaries.

Norte: This provision clarifies that the Wisconsin deferred compensation pfogram
is a trust and deferred compensation board members are its trustees.

SEcTION 35. Initial applicability.

(1) The treatment of section 40.25 (6) (a) 1. and 2. and (7) (a) 2. and 3. of the
statutes ﬁrstb applies to applications for the purchase of creditable service under
section 40.25 (8) and (7) of the statutes submitted to the department of employe trust
funds on the effective date of this subsection.

(END)



5~ /9
Ac+1

1999 Assembly Bill 495 -3 - 1999 Wisconsin ¢
@st as-provided.-isrpar(a hich results from-transac elects or has elected to have any of his or her cre
ons-or-events described-in-s- = 4)-(H being cred- regated for a variable annuity on or after Janua
ited to tie transaction-ameortization market recognitior shall have$0Q% of his or her required and additic
account and-the-balapeeof-the distributions-beineered tributions made.on or after the date of election

2q-10 ¥ entsineo o 0

ed-to-the-curreptdnce : 0 the variable annity division. The departmen
SECTION 11 40. 04 (4) (a) ~0f the statutes is‘yp\ ufe provide that any pa 'cipant whoelectsorha
amende€d to read: /" vagiable participation prioto April 30, 1980,

0 tax-deferved addipm i\

+1on \
AU Minlo Flons

<t b

- 0f 3% o each prior year’s cloging balance.

40.04 (4) (a) 2. Credited as of each December 31 with afte Janu 1, 2001, may ele to cancel that

interest on the prior year’s closing balance at the effgttive The
. rate on all employe required contribution accumylations ment’s rigs shall permit a participani\yho elec
in the variable annuity division, on all employe fequired elected to cangel variable participation a\o fut
contributions in the fixed annuity division on/ Decem- tributions, or uitant, to elect to transfer -

ber 31, 1984, on all employe required contributions in variable contributi
the fixed annuity division of participants who gre not par-
ticipating employes after December 31, 1984%aad on all
employe and employer additional contribution accumu-
lations\and with interest on the prior year’s closing bal-
ance at the assumed benefit rate on all employe required
contribution accumulations in the fixed annuity division diyi
for participants who are partlc ‘Patmg employes after /F’gtfé‘fe

December 31, 1984&; @‘ Q ;gmn;ged covered

employment before Jg thisibaayi
H\;{ 41/4- -M;L;: RBE Cember 30/(44"(
ON 12.730.04 (4) (a) 2g, of the statutes 1§ created

to read: Cemo vF (WSzeT
40.04 (4)\(a) 2g. Credited as of each Decembex 31,
with interest on the prior year’s cloding balance at the
effective rate onall employe required chptribution acc
mulgtions in the fixed annuity division fgr participants
who are participating’\employes on or after the effective
date of ¥his subdivision \.. [revisor inserts date].
SEcTIQN 13. 40.04 (4) (a) 2m. of the statutes is
amended to\read:
40.04 (4) t@) 2m. Debited, I a participant terminates
covered employment on or aftex January 1, 1990, but
before the effectiyve date of this subdivision .... [reviso
inserts date], and applies for a benefitwnder s. 40.25 (2),
with an amount equal, to the amount by\which the fixed
aqnuity division interest credlted on o¢ after Janu-
1, 1990, but before the is subdivi-
ion ... [revisor inserts datel. to employe required con-
ributigns, exceeds the interext crediting at an angual rate

accumulations to the fixed

be provided under pars. (c)and (d) or, if less, s
SECTION 14. 40.04 (7) (a) (intro.) of the statutes is the monthly amount equal to the sum of the ;
amended tq read: determined under pars. (c), (d) and (®).as modifie
40.04 (7)(a)€intro.) As otherwise elected by a partic- (f) and in accordance with the actuarial tables in ¢
ipant prior tq April 30, 1980, or on or after Janu- the annuity effective date. If the participant ha
ary 1, 2001. Any participant who was a participant prior able service under both par. () 4. and another ¢
to April 30, 1980, and whose accounts on Janu- under par. (e), the percent applied under this pe




o -

1999 Assembly-Bill-495

-\==:~= i O -tEaRSac

t;easer—eventsdeseabedms—lé—l—l%{ﬁbemgcr d-
ited to the transaction-amortization marke recognjtion
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ECTION ll 40. 04 @ (a) 2 of the statutes is
amenVed to read:

40.04 (4) (a) 2. Credited as of each Decemper 31 with
interest &n the prior year’s closing balance at the effective
rate on al\employe required contribution a¢cumulations
in the variable annuity division, on all employe required
contributiony in the fixed annuity divigion on Decem-
ber 31, 1984 \on all employe required/ contributions in
the fixed annuity division of participagts who are not par-
ticipating employes after December 51, 1984, and on all
employe and employer additional gontribution accumu-
lations and with inferest on the prior year’s closing bal-
ance at the assumed\benefit rate ¢gn all employe required
contribution accumulations in tite fixed annuity division
for participants who \are participating employes after
December 31, 1984, but  who terminated covered

employment before the\efféctive date of this subdivi-
sion .... [revisor inserts date].

SECTION 12. 40.04 (4)ka) 2g. of the statutesis created
to read:

40.04 (4) (a) 2g. Credited as of each December 31,
with interest on the pior year’s closing balance at the
effective rate on all gmploye relquired contribution accu-
mulations in the fixed annuity givision for participants
who are participafing employes n or after the effective
date of this subdivision .... [revisog inserts date].

SeEcTION 13. 40.04 (4) (a) 2in. of the statutes is
amended to r¢ad:

40.04 (4Y (a) 2m. Debited, if a patgicipant terminates
covered emiployment on or after Janyary 1, 1990, but
before the effective date of this subdivision .... [revisor
inserts date]. and applies for a benefit under s. 40.25 (2),
with aft amount equal to the amount by which the fixed
annuity division interest credited on or\after Janu-
ary/l, 1990, but before the effective date of this subdivi-
sign .... [revisor inserts date], to employe requ§red con-

ibutions, exceeds the interest crediting at an anhyal rate
of 3% on each prior year’s closing balance. :

SECTION 14. 40.04 (7) (a) (intro.) of the statudes is

\ ame d
40.04 (7) (a) (intro.) Asotherwise elected by a partic-

ipant prior to April 30, 1980, or on_or after Ja

3

ary 1, 2001. Any participant who was g participant.prior
o_April 30, 1 whose accounts on Janu-

ary 1, 1982, include credits segregated for a variable

annuity shall have his or her required ditionalCon-
tributions 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. Any pagticipant who

1999

gcts or has elected to have a
‘or 3 variable annuity
l ave S0% of his or her requiredld
buonsm de on o ;“l
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. The department shall by
rule provide that any participant who elected
variable participation prior to April 30, 1980, or on or.
after January 1, 2001, may elect to cancel that variable
participation as to future contributions. The depart-
ment’s rules shall permit a participant who elects or has
elected to cancel variable partigipation as to future con-
tributions, or an annuitant, to elect to transfer previous
variable contribution accumulations to the fixed annuity
division. A transfer of variable contribution accumula-

" tions 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

J

elect ffective on the first dat: hichit take
ctionis e A e first dateon w 1may e Hﬂi/f"“/)

cffect on which the participant:

" SECTION 15. 40.05 (2) (cm) of the statutes is created
[ to read:

40.05 (2) (cm) The department may adjust the
uhfunded prior service liability balance of the Wisconsin
retisement system under par. (b) and of each employe
that takes contributions under par. (b) to reflect ap
change), in the assumed rate and the assumption for
across-the-board salary increases specified in s. 40.02
(7) and any\pther factor specified by the actuary/if the
actuary recomqnends and the board approves thethanges
or if otherwise provided by law.

SECTION 16.\ 40.23 (2m) (b) of the/statutes is
amended to read:

40.23 (2m) (b) Exxept as provided in s/40.26, subject
to the limitations under\gection 415 of the internal-reve-
nue-code Internal Revenud,Code, the injtial amount of the
normal form annuity shall'te an ambount equal to 65%
10%, or 65% for participant oseformula rate is deter-
mined under par. (e) 3. or 85% 0 fartlcnpants whose for-
mula rate is determined under pak (e) 4., of the partici-
pant’s final average earnings plus thg amount which can
be provided under pars. (c) #nd (d) orNif less, shall be in
the monthly amount equaf to the sum\of the amounts
determined under pars. (¢), (d) and (e) as mqdified by par.
(f) and in accordance with the actuarial tablexin effect on
the annuity effective/date. If the participant has credit-
able service under/both par. (€) 4. and another category
under par. (e), th€ percent applied under this paragraph
shall be deterpfined by multiplying the percent that €ach
type of credjfable service is of the participant’s total cred
itable seryice by 85% and 65% or 70%, respectively, and
adding the results, except that the resulting benefit may
not b€less than the amount of the normal form annuity
tha¥could be paid based solely on the creditable service
under par. (€) 4.

add A2~ ;C;ga-}eo/ wcbditeoir?
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Insert Analysis:

R\ In addition, the bill provides that creditable service previously purchased by a
participating employe may not be used to determine the maximum amount of service
that a participating employe may purchase.

Insert 12-7:

At anv time before the expiration of the certain period, the annuitant may elect

receive a lum 's m payment equal to the pr: t val fther ining monthl
A

payments.
Insert 15-4:

SECTION 1. 40.25 (6) (a) 2. of the statutes is amended to read:

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

creditable service of the participating employe at the date of application, or 10 years,
whichever is smaller. Creditable service previously purchased under this chapter

may not be used to determine the maximum amount of service that may be purchased
under this subsecti{)n.

History: 1981 c. 96, 201; 1981 c. 386 ss. 14 to 16, 19; 1983 a. 290; 1989 a. 13, 166; 1991 a. 152, 269; 1993 a. 229, 360, 426; 1995 a, 302; 1997 a. 69, 173, 237.

Insert 15-15:

SECTION 2. 40.25 (7) (a) 3. 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 number of years of creditable service that the

participant has at the date of application or 10 years, whichever is less. Creditable

service previously purchased under this chapter may not be used to determine the
maximum amount of service that may be purchased under this subsé:tion.

History: 1981 c. 96, 201; 1981 c. 386 ss. 14 to 16, 19; 1983 a. 290; 1989 a. 13, 166; 1991 a. 152, 269; 1993 a. 229, 360, 426; 1995 a. 302; 1997 a. 69, 173, 237.

( enp oF \NWIERT )
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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) (2) (intro.), 40.04 (7) (c), 40.05 (1) (é)
7., 40.05 (2) (g) 2., 40.08 (7) (a), 40.23 (1) (b), ’40.24 (i) (f), 40.24 (3), 40.24(7) (a)
4.,40.25 (1) (), 40.25 (1) (b), 40.25 (3m), 40.25 (4), 40.25 (6) (a) 1., 40.25 (6) (a)
2.,40.25(7)(a) 2.,40.25(7)(a) 3.,40.26 (2)(a), 40.26 (2) (b), 40.28 (1) (a) 1.,40.63
(9) (b), 40.63 (10) and 40.73 (1) (b); to repeal and recreate 40.08 (4); and to
creaté 40.02 '(54v), 40.05 (1) (a) 5m. and 40.80 (2) (g) of the statutes; relating
to: the making of additional retirement contributions by participants in the
Wisconsin retirement system; deferred compensation programs established by
the deferred compensation board; purchase of forfeited creditable service under
the Wisconsin retirement system; reimbursement of moneys paid by the

department of employe trust funds as a result of misrepresentation, fraud or
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error; and creditable military service under the Wisconsin retireméntiéystem

(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. ’

Under current law, any participant in the WRS, subject 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 balancetreated asan 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.

Under current law, a participating employe in the 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. 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 creditable service previously purchased by a
participating employe may not be used to determine the maximum amount of service
that a participating employe may purchase.
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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. = . .

Currently, under certain conditions, a participating employe under the WRS
may receive one year of creditable service under the 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.

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 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) (¢) 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 employe required contributions er,
eniployer required contributions ex, additional contributions or tax-—deferred
additional contributions as increased or decreased by application of investment

earnings.

Note: The definition is amended to specify that it includes both after-tax
additional contributions and tax—deferred (pre-tax) additional contributions.

SECTION 2. 40.02 (2) of the statutes is amended to read:
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40.02 (2) “Additional contribution” means any after—tax contribution made by

or on behalf of a participant to the retiremeﬁt system other than employe and
employer required contributioiis

NO’I‘E 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
5.

SECTION 8. 40.02 (15) (c) 4. of the statutes is »amended to read:

40.02‘ (15) (c) 4. This paragraph does not apply Qto any active service used for
the purpose of establishing entitlement to, or the amount of, any benéﬁt, 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 1331to
133712731 to 12738 or, if the participant makes an election unders. 40.30(2), by any
retirement system specified in s. 40.30 (2) other than the Wisconsin retirement

system.

NoTE: This change corrects references to the federal tax code’s provisions relatmg
to military service credit.

SECTION 4. 40.02 (38) of the statutes is amended to read:

40.02 (38) “Immediate annuity” means an annuity, not including an annuity

‘from addltlonal contributions mm_mm_nma_cg_mhunm, which begins

to accrue not later than 30 days after termination of employment.

NOTE: The definition of “immediate annuity” is amended to excl\ideboth categories
of additional contributions.

SECTION 5. 40.02 (54v) of the statutes is created to read:
40.02 (34v) “Tax—deferred additional 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.

NoOTE: The new definition of “tax-deferred additional contribution” distinguishes
these pre—tax contributions from additional (after-tax) contributions.
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SECTION 6. 40.04 4) (a) 1 of the statutes is amended to read:

40.04 (4) (2) 1. Credited with all employe contributions made under s. 40.05(1),
all employer additional contributions made under s. 40.05 (2) (g) 1., all additional
contributions under s. 40.05 (2) (g) 2., all tax—deferred additional contributions
under s. 40.05 (1) (a) 5m, and all contribution accumulations reestablished under s.
40.26 or 40.63 (10). |

NOTE: SECTIONS 6 to 10 amend provisions relating to the accounting of
contributions to create separate accounting for each category of additional contributions.

SECTION 7. 40.04 (4)(a) 2. of the statﬁtes, as affected by 1999 Wisconsin Act 11,
is amended to read: A'

40.04 (4) (2) 2. Credited as of each December 31 with interest on the prior year’s
closing balance at the effective rate on all employe required céntribution
accumulations in the variable annuity division, on all employe required
contribﬁtions‘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 employes after December 31, 1984, and on all employe and émployel; .
additional contribution accumulations and on all tax-deferred additional
contribution accumulations and with interest on the prior year’s closing balance at
the assumed benefit rate on all employe required contribution accumﬁlétions in the
fixed annuity division for participants who are participating employes after
December 31, 1984, but who terminated covered employment before December 30,
1999. .

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

40.04 (7) (intro.) The reserves established under subs. (4), (5) and (6) shall be

divided both individually and for the purposes of sub. (3) between a fixed annuity
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division and a ,varie_1ble annuity division. All required end, additional and
tax—deferred additional contributions shall be credited to the fixed annuity division
except: _

SECTION 9. 40.04 (7) (a) (intro.) of the statutes, as affected by 1999 Wisconsin
Act 11, is amended to read: | ) |

40.04 (7) (a) (intro.) As otherwise elected by a participant prior to April 30,
1980, or on of after January 1, 2001. Any participant who was a participant prior
to April 30, 1980, and whose accouﬁts on January 1, 1982, include cfedits 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. Any participant who elects or has elected to have any of
his or her credits segregated for a variable annuity on or after January 1, 2001, shall
have 50% of his or her required énd‘ additional and tax—deferred additional
contributions made on or after the date of election credited to the variable annuity
division. The department shall by rule provide that any participant whd electsorhas

elected variable participation prior to April 30, 1980, or on or after January 1, 2001,

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 ldss from the participant’s variable

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

SECTION 10. 40.04 (7) (c) of the statutes is amended to read:

" 40.04 (7) (¢) Any participaht 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 providefora variablfe annuity and may at any
time by filing a form préééribed by fhé depa;;tihent change the portion being
segregated for any future additional mﬁg&mm.mntributions.

SECTION 11, 40.05 (1) (a) 5m. of the statutes is created to read:

40.05 (1) () bm. Tax—deferred additional contnbutlonsmay be made by any
participating employe of an emplbyer that had at léast one einployé who made such
contributions to the Wisconsin retirement system or its predecessOr systems under
s. 42.30 (3), 1979 états., on or before May :17, ’1982‘. The making of contributions
under this subdivision shall be subject to any limitations imposed on contributions
by the Internal Revenue Code; épplicable 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 subdivision and monitoring the
annual contributions for compliance with any limitations imposed on contributions
by the Internal Revenue Code, applicable regulations adoﬁted under the Internal
Revenﬁe Code and rules of the department.

NoTE: 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.

SEcCTION 12. 40.05 (1) (a) 7. of the statutes is amended to read:
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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.

Note: The amendinent 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. » :

SEcﬁQN 13 40.05 (2) (8) 2. of the statutes is amended to read:

40.05 2)(@2. Under the rules pfomulgated unders. 40.63 (2) (r), a participant
may, asa payout option for thé déferred comp‘ens“ation plan esfablished under subeh-
VAls, 40,80, elect tohave thé entire balance in the participaht’s ét:count under subeh-
VI 5. 40,80 treated as an édditional contribution to the fixed é.ﬁnuity division,
subject to any limitations imposed on contributjio’nsv by the internal-revenue-code
Internal Revenue Code, applicable regulations addpted under the mem&l—revenue
eede 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 contributions

under this subdivision and s. 40.26 does not apply to an annuity received from

additional contributions under this subdivision.

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 unders. 40.81,
stats. :

SECTION 14. 40.08 (4) of the statutes is repealed and recreated to read:
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40.08 (4) RE_IMBURSEMENTS 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 relmburse the

" department for this amount, plus interest at the eﬁ‘ectlve 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 noéif‘y
the person or the personal representative or. special administrator of the person’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 representative or special
* administrator of the person’s estate. The notice shall inform the person of his or her

1 right to a timely appeal. The notice must be sent within 7 years from the date that

the department first acquires actual notice of the alleged misrepreéen,tation, fraud
Or error.

(c) The sending of the notice bsr the department under par. (b) shall constitute
a lien against the person’s separate account upder s. 40.04 (4) (a) apd 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
withholdingé, 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
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):
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1. Obtain voluntary repayment from the person or estate within a reasonable
period, as determined by the department.
9. 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 oblig‘ation‘ 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 valué of the amount or portion of the
amount thé.t is due under par. (a). If the department forecloses on the lien, the
department shall notify, by 1"egu1ar mail, the person or personal representative or
special administrator of the person’s estate of the foreclosure as soon as practical.

3. Requeét that an employér withhold the amount or any portion of the amount
from any sum payable by the employer to ainy 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. (d) shall be
credited to the appropriate benefit plan accounts.

Norte: 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 provisions does not provide that the
amounts owed become a statutory lien. Therefore, 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 administered 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
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annuity, benefit or obligation that the trust fund pays or will pay to the person or the
person’s beneficiary. ‘

SECTION 15. 40.08 (7) (’a) of the statutes is amended to read:

40.08 (7) (a) Any overbayment or underpayment of :5. 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 axﬁohnt_, and any annuity payment
error which is less than $2 per month may not be corrected but shall be credited or
debited to the employer accumhlatign reserve or the apﬁropriate insurance accouﬁt.
However, if the amount of unapplied additional contributions or tax—deferred
additional contributions would increase an anfmity payment by ’less than $2 but is
more than 60% of the amount specified in s. 40.25 (1) (a) rounded td thé néxt highest
dollar amdunt, the unépplied additional contributions mmmamﬂ

.

ntributi shall be paid to the annuitant as a lump sum.

NoTE: This provision, relating to overpayments and underpayments, is amended
to recognize that the provisions apply to both categories of additional contributions.

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
employed, as specified by the participant in the 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 rﬁay 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
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BILL SECTION 16
shall automatically _distribute the accumulated additional and tax—deferred
additional contribution accumulations as a lump sum.

NotTe: This provision is amended to clarify that the treatment of retarement
annuities applies to both categories of additional contributmns :

SECTION 17. 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

40.05 (1) (a) 5m. only, an annuity certain payable for-and terminating after the

" number of months épeciﬁed by the applicant' regardless of whether the applicant

dies before or after the number of months specified, prowded that the monthly
amount of the annuity certam is at least equal to the minimum amount estabhshed

under s. 40.25 (1) (a). Subject to the period of dlstnbutlon requlred under s. 40.23

(4) (b) 2., the number of months specified shall not exceed 180 and shall not be less

monthly payments, If the death of the annuitant occurs prior tothe 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 fdr
receiving an annuity payment are met.

SECTION 18. 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 additioné,l contributions and tax—deferred
additional contributions in a different optional form than the baiance of the annuity.
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SEcTION 19. 40.24 (7) (2) 4. of the statutes is amended to read:
40.24 (7) (a) 4. Benefits paid from accumulated additional contributions and
ferre itional ibuti

NOTE: The changes made by SECTIONS 17 to 19 to provisions relating to annuity
options, clarify that these provisions apply to both categories of additional contributions.

paats udo” padarnce 0"
SECTION 40.25 (1) (a) of the statutes is amended to read

40.25 (1) (a) Ifall other reqmrements 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, but-be 3 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 éhnuity
shall be paid in a single sum instead of as an annuity. The additional contribution

accumulations and tax—deferred additional contribution accumulations 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 21. 40.25 (1) (b) of the 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. 40.23Afrom 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-calendar yearof-1993 or, for a benefit with
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an effective date in a subsequent calendar year, the monthly amounts applied under
this paragraph for the previous calendér 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 present value, including additional contributions and

tax—deferred additional contributions, of the annuityin.a single sum.

SECTION 22. 40.25 (3m) of the statutes is atménded 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 51gned by both the part1c1pant 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 rulesthat allow for the waiver ofthe requirements of this subsection

for a situation in which, by reason of absence or incompetency, the spouse’s signature
may not be obtained. This subsection does not apply to any benefits paid from
accumulated addltlonal contrlbutlons a;m_tax_dg_engd_admtgg_a_cg_t_m
psahh QD" Au{,
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

s. 40.05 (1) (a) 5. a
(a) S5m. be pa1d as a lump sum M? l}eu of an annuity from those additional
[ bl‘

NoOTE: SECTIONQ @/mend provisions relating to lump-sum payments to
clarify that the provisions apply to both categories of additional contributions.

contributions.

SECTION 24. 40.25 (6) (a) 1. of the statutes is amended to read:
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40.25(6)(a) 1. The participating employe must have at least 3 continuous years
of creditable current service under the fund at the time of application for

reestablishment of creditable service under this subsection.

NoTE: This provision is amended to clarify that aparﬁcipaﬁng employe must have
at least three continuous years of creditable current service at the time of application for
purchasing forfeited service.

SECTION 25. 40.25 (6) (a) 2. of the statutes is amended to read:
40.25 (6) (a)>2. Applications for reestablishment of creditable service must |
include all creditable service that has been forfeited except that the number of years

which may be reestablished under this subsection may not be greater than the

creditable service of the participating employe at the date of application, or 10 years,

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 ten years, or a number of
years equal to the current creditable service of the employe at the date of application.

SECTION 26. 40.25 (7) (a) 2. of the statutes is amended to read:
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.

NorTE: 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.

SECTION 27. 40.25 (7) (a) 3. 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 number of years of creditable service that the

participant has at the date of application or 10 years, whichever is less. Creditable
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maximum amount of service the ] nder this ion

NoOTE: 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 ten years or a number of years equal to the current creditable service that the
participant has, of the date of application. '

auntor M. v
SECTION@ 40.26 (2) (a) of the statutes is amended to read:

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
tax—deferred additional contributions shall be credited to the corresponding
additional contribution account or tax—deferred additional contribution account.

peats awtd- s “ol & o

SECTION@{ 40.26 (2) (b) of the statutes, as affected by 1999 Wisconsin Act 11,
is amended to read:

40.26 (2) (b) The amount of the annuity payments, excluding any portion
originally provided by additional contributions or tax—deferred additional
co ntributions, which would have been paid under the terminated annuity, if the
anhuity had been a straight life annuity, prior to the participant’s normal retirement
date or prior to the annuity termination date, whichever would first occur, shall be
credited to a memorandum account which is subject to s. 40.04 (4) (a) 2., 2g. and 2m.
and (c¢). If the annuity was recomputed under s. 40.08 (1m) because of a qualified

domestic relations order, the memg

randum account e tgblished under this
et Wﬂ"fﬁ' ¢ "
paragraph shall be adjusted-as prowie :

M:.M Y
2.
Wﬁh

. gt Ao covered service, clari.@
that]i® appliet”
proviag

SecTION 30. 40.28 (1) (a) 1. of the statutes is amended to read:

k1)

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

ferred additional contribution accumulation reservedforavariabl,gegannuity

*as of the date the annuity begins; -

NOTE: This change clarifies that the provision, relating to variable benefits, applies
to both categories of additional contributions.

- SECTION 31. 40.63 (9) (b) of the statutes is amended to read:
40.63.(9) (b) If a disability annuitant, prior to attaining the normal retirement
date for the annuitant’s former participant classification, receives earnings or other

earned income from any source whatsoever for personal semces, including services

performed ona contractual basis, the annuity shall be suspended, except for any |

~ amount provided by add1t10na1 contributions gr_m_de_fbﬂ_ed__add_t_mal
" 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 suspensmn shall be effective
immediately. The suspended amount shall be reinstated on January 1 followmg the
date of suspension, or, if earlier, on the first day of the 2nd month following the
termination of personal services. 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 thie paragraph and par. (c).

ECTIONC?;/‘H:.% (10) of the statutes is amended to read:
. (2
0T
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BILL ' SECTION 32
40,63 (10) Upon termination of an én;mity 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 contributions ag_d

equal to the then present value of the portion

of the terminated annuity which was originally provided by the corresponding type

of additienal contributions. Except for additional contributions and tax-deferred
additional contributions, the retirement 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 in force.

NoOTE: The change to this provision, relating to disability annuities, elarifies that
it apphes to both categories of additional contributions.

SEcTION 33. 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
payéble by virtue of the annuity option elected by an annuitant, the amount
determined under par. (a) for contributions made under s. 40.05 (1) subsequent to the
effective date of the annuity, or additional contributions wmgmﬂ
ggn];.ribm;l ions not applied to provide an annuity, provided the amounts have not been

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

Note: This provision, relating to death benefits, is amended to provide that it
applies to both categories of additional contributions.

SECTION 34. 40.80 (2) (g) of the statutes is created to read:

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

Nortg: This provision clarifies that the Wisconsin deferred compensation program
is a trust and deferred compensation board members are its trustees. )
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SEcTION 35. Initial applicability.

(1) The treatment of section 40.25 (6) (a) 1. and 2. and (7) (a) 2. and 3. of the
statutes 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)
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