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By Kathryn Fields - Trust Funds SpecialistBy Kathryn Fields - Trust Funds Specialist

Canceling Variable FundCanceling Variable Fund
 Participation Participation
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TopicsTopics
The Basics:  Core and Variable FundsThe Basics:  Core and Variable Funds

Variable and its affect on WRS benefitsVariable and its affect on WRS benefits

When/how you may cancel participationWhen/how you may cancel participation

Cancellation optionsCancellation options

Affects of cancellationAffects of cancellation
Active/Inactive employees and Annuitants

 Information ResourcesInformation Resources
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Are you in theAre you in the
Variable ?Variable ?

Check yourCheck your
  Annual Statement  Annual Statement

of Benefitsof Benefits

oror

Call ETFCall ETF
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The BasicsThe Basics
Investment earnings (gains and losses) Investment earnings (gains and losses) dodo

affect the amount of benefits payableaffect the amount of benefits payable

Make an informed decision about how to cancelMake an informed decision about how to cancel
Variable participation!Variable participation!
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The BasicsThe Basics

Contributions made to the WRS byContributions made to the WRS by
employees and their employers areemployees and their employers are
invested in two trust fundsinvested in two trust funds
Core FundCore Fund
Variable Fund (optional)Variable Fund (optional)

Money (including interest earnings) in theseMoney (including interest earnings) in these
trust funds are used to pay retirement benefitstrust funds are used to pay retirement benefits

The BasicsThe Basics
 The The Core Trust FundCore Trust Fund: : fully diversified, (mixture of assets:fully diversified, (mixture of assets:

stocks, fixed income, private equity and real estate)stocks, fixed income, private equity and real estate)
 Returns are smoothed (recognized evenly) over a 5-yearReturns are smoothed (recognized evenly) over a 5-year

period to keep interest and annuity adjustments period to keep interest and annuity adjustments more stablemore stable
 AllAll WRS participants have monies invested in the Core Fund WRS participants have monies invested in the Core Fund

 The The Variable Trust FundVariable Trust Fund: primarily stocks (by law) resulting in: primarily stocks (by law) resulting in
a greater exposure to risk due to fluctuations of the stocka greater exposure to risk due to fluctuations of the stock
marketmarket
 Gains and losses Gains and losses fully distributedfully distributed each year - each year -  No smoothingNo smoothing
 NOTE: Investment losses have a much larger impact onNOTE: Investment losses have a much larger impact on

those who participate in the Variablethose who participate in the Variable
Interest credited annually based on returns as of 12/31Interest credited annually based on returns as of 12/31
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Variable Fund ParticipationVariable Fund Participation

Account has eitherAccount has either  a Variable “excess” or a “deficiency”a Variable “excess” or a “deficiency”
Difference between actual account value and what itDifference between actual account value and what it
would be if never participated in the Variablewould be if never participated in the Variable

Variable “excess”       =  the amount you are “ahead”Variable “excess”       =  the amount you are “ahead”
Variable “deficiency”  =  the amount you are “behind”Variable “deficiency”  =  the amount you are “behind”

This excess or deficiency is used to either This excess or deficiency is used to either increaseincrease or or
decreasedecrease your  your formulaformula annuity when retirement or annuity when retirement or
disability benefit beginsdisability benefit begins

IfIf you have  you have everever participated in the Variable Fund: participated in the Variable Fund:
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Remaining in the VariableRemaining in the Variable
An Individual DecisionAn Individual Decision

As with any investment, it’s best to considerAs with any investment, it’s best to consider
several factors, includingseveral factors, including
Personal risk tolerancePersonal risk tolerance

   (before and after retirement)   (before and after retirement)
Years until retirementYears until retirement
Other types of investments that will provideOther types of investments that will provide

retirement fundingretirement funding

Remember, the Variable Fund is more volatileRemember, the Variable Fund is more volatile
You could lose interest, You could lose interest, oror your monthly retirement your monthly retirement
annuity can do down!annuity can do down!
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How to cancel VariableHow to cancel Variable
ParticipationParticipation

Must file form ET-2313 - can submit Must file form ET-2313 - can submit anytimeanytime
ETF must receive on or before first working day ofETF must receive on or before first working day of

any given year (January 2) for cancellations to beany given year (January 2) for cancellations to be
effective on 12/31 the previous yeareffective on 12/31 the previous year

Can Can onlyonly be effective on 12/31 based on be effective on 12/31 based on
administrative rule (written to reflect annualadministrative rule (written to reflect annual
interest crediting statutes)interest crediting statutes)

Any Variable gain Any Variable gain oror loss is applied to your loss is applied to your
account for the year form is filedaccount for the year form is filed
Variable funds are then transferred to your coreVariable funds are then transferred to your core
account account based on the cancellation option chosenbased on the cancellation option chosen

Variable Cancellation OptionsVariable Cancellation Options

1. Cancel participation for all 1. Cancel participation for all future contributions onlyfuture contributions only. All past. All past
contributions (and annuities if applicable) remain in the Variablecontributions (and annuities if applicable) remain in the Variable
Trust Fund and continue to earn Variable rate interest.  There is noTrust Fund and continue to earn Variable rate interest.  There is no
effect on Variable annuities, all Variable adjustments still apply.effect on Variable annuities, all Variable adjustments still apply.

2. Cancel 2. Cancel conditionallyconditionally: Cancels all future Variable contributions.  Past: Cancels all future Variable contributions.  Past
contributions will be transferred, or future Variable annuitycontributions will be transferred, or future Variable annuity
payments will become core payments only when you are at leastpayments will become core payments only when you are at least
“breaking even” (compared to what the balance would be if had“breaking even” (compared to what the balance would be if had
never participated in the Variable). Transfer is made never participated in the Variable). Transfer is made afterafter current current
year investment result is applied.year investment result is applied.

3. Cancel 3. Cancel unconditionallyunconditionally: Cancels all future contributions and: Cancels all future contributions and
transfers past Variable contributions from active/inactive account(s)transfers past Variable contributions from active/inactive account(s)
and/or annuity payments to the Core Fund.  Transfer is made and/or annuity payments to the Core Fund.  Transfer is made afterafter
current year investment result is applied to an account and/orcurrent year investment result is applied to an account and/or
annuity regardless of excess or deficiency amount.annuity regardless of excess or deficiency amount.
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CancelingCanceling
VariableVariable

ParticipationParticipation

Choose Choose oneone
optionoption

1. Participant Account only    or
2. Beneficiary Account only    or
3. Alternate Payee Account only

Residual Excess/DeficiencyResidual Excess/Deficiency
Non-Annuitants  (Open Accounts)Non-Annuitants  (Open Accounts)

A record of the excess or deficiency isA record of the excess or deficiency is
reviewed reviewed at the time of transferat the time of transfer
Shown on your Shown on your Annual Statement of BenefitsAnnual Statement of Benefits

ETF compares the account balanceETF compares the account balance
 -to - -to -

What the account balance What the account balance would have been would have been ifif
you had not participated in the Variable Fundyou had not participated in the Variable Fund

  *  *  *  *  *  * **  *  *  *  *  * *
If you transfer out of the Variable BEFORE taking a benefit, onceIf you transfer out of the Variable BEFORE taking a benefit, once
your Variable account balance has transferred to the Core Fund,your Variable account balance has transferred to the Core Fund,
you will have a you will have a residualresidual excess  excess oror a  a residualresidual deficiency . . . deficiency . . .
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Where to findWhere to find
Your VariableYour Variable

ExcessExcess
oror

DeficiencyDeficiency
AmountAmount
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 Your Your residualresidual  excess or deficiency will beexcess or deficiency will be
credited with the core effective rate of interestcredited with the core effective rate of interest
each yeareach year

 The amount of your excess The amount of your excess oror  deficiency willdeficiency will
growgrow each year even  each year even afterafter your Variable Funds your Variable Funds
are transferred to the Core Fundare transferred to the Core Fund

 The net effect of interest credited to the excessThe net effect of interest credited to the excess
oror deficiency will be reflected in the calculation deficiency will be reflected in the calculation
of the benefits paid from your account  . . .of the benefits paid from your account  . . .

Residual Excess/DeficiencyResidual Excess/Deficiency
Non-Annuitants (Open Accounts)Non-Annuitants (Open Accounts)
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     Residual Excess/Deficiency     Residual Excess/Deficiency
    Effects on Variable Transfers on Open AccountsEffects on Variable Transfers on Open Accounts

Transferred before retirement with a Transferred before retirement with a deficiencydeficiency
$  - 20,500   $  - 20,500     Total Total ResidualResidual  DeficiencyDeficiency

+   - 2,685+   - 2,685    2007 Core Interest (13.1%)    2007 Core Interest (13.1%)

=  - 23,185=  - 23,185    Deficiency     Deficiency BalanceBalance

Transferred before retirement with an Transferred before retirement with an excessexcess
$  20,500     Total $  20,500     Total ResidualResidual Excess Excess

+   2,685+   2,685     2007 Core Interest (13.1%)     2007 Core Interest (13.1%)

= 23,185     Excess = 23,185     Excess BalanceBalance

NOTENOTE::  If you file  If you file
a a conditionalconditional
cancellation, youcancellation, you
could could NEVERNEVER have have
a residual Variablea residual Variable
deficiency deficiency becausebecause
your Variableyour Variable
Funds would Funds would onlyonly
be transferred ifbe transferred if
you’re “even” oryou’re “even” or
“ahead ”“ahead ”

ExamplesExamples

 Residual Excess/Deficiency Residual Excess/Deficiency
  Effects of Variable Transfers on Annuity CalculationsEffects of Variable Transfers on Annuity Calculations

Transfer before retirement with a DEFICIENCYTransfer before retirement with a DEFICIENCY
$ -  20,500$ -  20,500    Total Residual Deficiency    Total Residual Deficiency

+   - 2,685+   - 2,685    2007 Core Interest (13.1%)    2007 Core Interest (13.1%)

= =   - 23,185- 23,185        BalanceBalance

x     .00571    Money Purchase (age) factor at retirementx     .00571    Money Purchase (age) factor at retirement

$$          - 132- 132     Variable Adjustment (     Variable Adjustment (SubtractSubtract  fromfrom formula formula annuity) annuity)

Transfer before retirement with an EXCESSTransfer before retirement with an EXCESS
$  20,500     Total Residual Excess$  20,500     Total Residual Excess

+   2,685+   2,685     2007 Core Interest (13.1%)     2007 Core Interest (13.1%)

= 23,185     = 23,185     BalanceBalance

x  .00571     Money Purchase (age) factor at retirementx  .00571     Money Purchase (age) factor at retirement

$      132$      132     Variable Adjustment (     Variable Adjustment (Add Add toto  formulaformula annuity) annuity)

ExamplesExamples

NOTE: Money Purchase calculations already include the Variable excess or deficiencyNOTE: Money Purchase calculations already include the Variable excess or deficiency
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Annuitants: Still “Ahead” or “Behind”Annuitants: Still “Ahead” or “Behind”
    Effects on Variable Transfers on Existing AnnuitiesEffects on Variable Transfers on Existing Annuities

$1,061.00$1,061.00 Core AnnuityCore Annuity

$1,161.62$1,161.62 Variable AnnuityVariable Annuity

$2,222.62$2,222.62 TotalTotal

ExampleExample

Final Retirement Annuity CalculationFinal Retirement Annuity Calculation
shows both the Core and Variable Annuity amountsshows both the Core and Variable Annuity amounts

 If cancel If cancel ConditionallyConditionally:  Annuity will receive Variable adjustments until it:  Annuity will receive Variable adjustments until it
reaches the level it would have been if never participated in the Variablereaches the level it would have been if never participated in the Variable
fund (may have negative Variable adjustments), then changes to a Corefund (may have negative Variable adjustments), then changes to a Core
annuityannuity

 If cancel If cancel UnconditionallyUnconditionally: Annuity will change to a Core annuity effective: Annuity will change to a Core annuity effective
on the following May 1 payment, regardless of the annuity amounton the following May 1 payment, regardless of the annuity amount

Annuitants: Still “Ahead” or “Behind”Annuitants: Still “Ahead” or “Behind”
    Effects on Variable Transfers on Existing AnnuitiesEffects on Variable Transfers on Existing Annuities

How do you know if your annuity is “even” or “ahead” of what itHow do you know if your annuity is “even” or “ahead” of what it
would be if you never participated in the Variable?would be if you never participated in the Variable?

Contact ETF - Allow 3 weeks for responseContact ETF - Allow 3 weeks for response

ETF will send letter:ETF will send letter:
      1.  Current annuity amount1.  Current annuity amount
  2.  Amount annuity would be if   2.  Amount annuity would be if 
       never in Variable       never in Variable
  3.  Amount annuity is “ahead” or  3.  Amount annuity is “ahead” or
       “behind”       “behind”
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     Annuitants: Still “Ahead” or “Behind”     Annuitants: Still “Ahead” or “Behind”
    Effects on Variable Transfers on Existing AnnuitiesEffects on Variable Transfers on Existing Annuities

$1,194.27$1,194.27 Core AnnuityCore Annuity

$1,408.24$1,408.24 Variable AnnuityVariable Annuity

$2,602.51$2,602.51 TotalTotal

Example LetterExample Letter
Your monthly annuity payment Your monthly annuity payment currentlycurrently includes gross includes gross
amounts of:amounts of:

If you had never participated in the Variable fund, your total grossIf you had never participated in the Variable fund, your total gross
payment would currently be:payment would currently be:

Amounts Amounts do notdo not include the current year’s investment results.  If you file include the current year’s investment results.  If you file
a cancellation this year, your annuity will receive the Variable increase a cancellation this year, your annuity will receive the Variable increase oror
decrease based on the investment results for this year.  That adjustmentdecrease based on the investment results for this year.  That adjustment

will appear on your next years May 1st annuity paymentwill appear on your next years May 1st annuity payment

$2,352.15$2,352.15

This means your annuity is This means your annuity is $250.00 $250.00 aheadahead/behind of what it would have/behind of what it would have
been if you had never participated in the Variable fundbeen if you had never participated in the Variable fund

20

SummarySummary
 Educate yourself as to theEducate yourself as to the

possible risks (or gains) ofpossible risks (or gains) of
remaining in the Variableremaining in the Variable
FundFund

 Consider:Consider:
 Your own risk toleranceYour own risk tolerance
 Years until retirementYears until retirement
 Other investmentsOther investments

 UnderstandUnderstand
 Your own account values:Your own account values:

(excess or deficiency)(excess or deficiency)
 How the excess orHow the excess or

deficiency affects yourdeficiency affects your
retirementretirement

 Take Action Take Action (if applicable)(if applicable)
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Information ResourcesInformation Resources
 ETF’sETF’s Web site Web site

 ETF’sETF’s Video Library Video Library
 WRS Trust Funds: Core & VariableWRS Trust Funds: Core & Variable

 Annual Retirement Annuity AdjustmentsAnnual Retirement Annuity Adjustments

 Your Annual Statement of BenefitsYour Annual Statement of Benefits

 ETF Forms & BrochuresETF Forms & Brochures
 Canceling Variable Participation: ET-2313Canceling Variable Participation: ET-2313

 How Participation in the Variable Fund   How Participation in the Variable Fund   
Affects your WRS Benefits:  ET-4930Affects your WRS Benefits:  ET-4930

 Additional Contributions: ET-2123Additional Contributions: ET-2123

THE ENDTHE END


