AGENDA AND NOTICE OF MEETING
STATE OF WISCONSIN
EMPLOYEE TRUST FUNDS BOARD
Friday, March 14, 2008
8:30 a.m.
Holiday Inn Hotel and Suites
1109 Fourier Drive
Madison, Wisconsin
Documents for this meeting are available on-line at:
http://etf.wi.gov/boards/board_etf.htm
To request a printed copy of any of the agenda items, please contact
Ann McCarthy, at (608) 261-0736.
Denotes action item

8:30 a.m.

1.

Consideration of Minutes of Previous Meeting

8:35 a.m.

2.

Election of Officers

8:45 a.m.

3.

Consideration of Administrative Rule
• Service Purchase Rule

9:00 a.m.

4.

Wisconsin Retirement System 25th Annual Valuation of Retired Lives
December 31, 2007 (Brian Murphy and Mark Buis, Gabriel, Roeder, Smith
& Company)

9:20 a.m.

5.

Variable Fund Asset Allocation

9:35 a.m.

6.

Miscellaneous
• Benefit Payment System Update
• Retirement Statistics
• Future Items for Discussion

9:50 a.m.

7.

Educational Topic
• Senate Bill 351/Assembly Bill 623, State of Wisconsin Investment
Board Modifications – Member Standards

The meeting location is handicap accessible. If you need other special accommodations due to a
disability, please contact Ann McCarthy, Department of Employee Trust Funds, P.O. Box 7931,
Madison, WI 53707-7931. Telephone: (608) 261-0736. Wisconsin Relay Service 7-1-1. E-mail:
ann.mccarthy@etf.state.wi.us

10:05 a.m.

*8.

Employee Reimbursement Accounts Program Contract Extension

10:20 a.m.

9.

Adjournment

Times shown are estimates only.

*

The Board may be required to meet in closed session pursuant to the exemptions
contained in Wis. Stat. § 19.85 (1) (e) to discuss use of public funds.
If a closed session is held, the Board will reconvene into open session for further action
on these and subsequent agenda items.

The meeting location is handicap accessible. If you need other special accommodations due to a
disability, please contact Ann McCarthy, Department of Employee Trust Funds, P.O. Box 7931,
Madison, WI 53707-7931. Telephone: (608) 261-0736. Wisconsin Relay Service 7-1-1. E-mail:
ann.mccarthy@etf.state.wi.us
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Marilyn Wigdahl, Chair, called the meeting of the Employee Trust Funds Board (Board) to order
at 8:35 a.m.

CONSIDERATION OF PREVIOUS MEETING MINUTES
Motion: Ms. Thompson moved approval of the open and closed session minutes
of the September 13 and 14, 2007, meetings as submitted by the Board Liaison.
Ms. Kreul seconded the motion, which passed without objection on a voice vote.

2007-2009 BIENNIAL BUDGET UPDATE
Jon Kranz referred the Board members to his document regarding the 2007–2009 biennial
budget effective on October 26, 2007, and actions by the Joint Committee on Finance (JCF).
Mr. Kranz discussed the Department’s ability to operate and serve participants within the
budget. He reported that the Department was awarded 24.5 new full-time equivalent positions
(15.5 for direct customer service and 9.0 for information technology support). Mr. Kranz noted
that although only 24.5 of the requested 63 positions were approved, the Department would
have the option to request more positions through the JCF, under Wis. Stats. §13.10.
Dave Stella noted that the Department would continue to advocate for additional resources to
meet critical customer service needs.

2007-2009 BIENNIAL OBJECTIVES
Mr. Stella referred to his memo regarding the Department biennial objectives for 2007-2009. He
explained how the objectives are developed and implemented. Mr. Stella stated that the
Department drafts objectives in the fall of each odd-numbered year and then finalizes these
objectives when the fiscal year budget is approved. Once final objectives are set, each division
begins implementation of the objectives for their respective areas.

CONSIDERATION OF ADMINISTRATIVE RULE
Rob Weber updated the Board on the progress of Administrative Rule 07-066, relating to
hearsay evidence in administrative appeal hearings. He reported that this rule has been sent to
the Legislature for review.
Mr. Weber discussed Clearinghouse Rule 07-068, regarding death and late reported
terminations, with the Board and asked for their approval of the final draft report. He provided
the final draft report on this rule and explained that it would redefine the determination of
employee termination date, which is currently done by employer report. This rule would set the
date of termination as the actual date of termination. Mr. Weber noted that the termination date
impacts how employee death benefits are paid.
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Motion: Mr. McCaffery moved approval of the final draft report on Clearinghouse
Rule 07-068. Mr. Niendorf seconded the motion, which passed without objection
on a voice vote.

PRIOR NON-COVERED SERVICE STATUTORY CHANGE
John Vincent referred the Board members to a memo regarding prior non-covered employment
statutory changes. Mr. Vincent defined prior non-covered employment as work done for the
state of Wisconsin that is not covered under the Wisconsin Retirement System (WRS). He
recommended that the previously approved scope statement be amended to allow employees
more flexibility in the purchase of prior non-covered employment.
Motion: Mr. Gale moved approval of the amendments to the scope statement
concerning purchase of prior non-covered service. Mr. Brown seconded the
motion, which passed without objection on a voice vote.

VARIABLE FUND ASSET ALLOCATION
Mr. Stella discussed the performance of the variable trust fund with the Board. He reported that
after a uniform audit, the Legislative Audit Bureau recommended that the State of Wisconsin
Investment Board (SWIB) reevaluate policies and procedures for making allocation and
investment decisions regarding the variable fund. This recommendation was due to continual
lower than expected performance returns of the variable fund and the investment limitations
included in the Wisconsin statutes. Mr. Stella asked the Board members to discuss concerns
and make suggestions on the issue. The Board members discussed the issue.
Mr. Stella noted that the variable fund topic will be discussed at future Board meetings.

PROPOSED SCOPE STATEMENT CONCERNING AMENDMENTS TO WISCONSIN
ADMINISTRATIVE CODE ETF 11.11, RELATING TO APPOINTMENT OF BOARD COUNSEL
A memo was provided to the Board, which outlined changes to ETF 11.11. Mr. Conlin
discussed the changes with the Board and asked for approval of the scope statement. He
reported that this scope statement relates to appointment of legal counsel for the Board.
Mr. Conlin advised that this rule change would allow the Board more flexibility in the process of
obtaining and utilizing legal counsel, but would still include the Department of Justice in the
process as needed.
Motion: Ms. Thompson moved approval of the Scope Statement concerning
amendments to Administrative Code ETF 11.11. Mr. McCaffery seconded the
motion, which passed without objection on a voice vote.
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APPOINTMENT TO THE STATE OF WISCONSIN INVESTMENT BOARD
Mr. Stella updated the Board on the topic of appointments to SWIB. He explained that statutory
changes in Senate Bill 351 might modify SWIB membership standards. Mr. Stella clarified that
the Teachers Retirement Board representative must be an active teacher member. He stated
that SWIB member standards would be discussed as an educational topic at a future meeting.

MISCELLANEOUS
Retirement Statistics Ms. King discussed the Department retirement annuity statistics report
for July-September 2007. She stated that during this quarter, 60% of the members that
requested retirement benefit estimates actually retired.

PROCUREMENT OF CONSULTANT SERVICES FOR GOVERNANCE STUDY
Mr. Kranz referred to his memo concerning the procurement of consultant services for a review
of Department administrative functions. He explained that SWIB awarded a contract to Ennis,
Knupp, and Associates, Inc. for a study to examine its statutory authority. The SWIB contract
included an option allowing the Department to arrange for a similar study. Mr. Kranz noted that
if approved, this study would assess the Department’s ability to administer the trust in the most
efficient and effective way and include associated recommendations.
Mr. Stella clarified that this study would examine the administrative function of the WRS
compared to other peer retirement systems and might also be used in the 2009-2011 budget
development process.
Motion: Ms. Kreul moved that the Department exercise the option included in the
SWIB contract with Ennis, Knupp, and Associates, Inc. to provide consultation
services for a governance study. Ms. Thompson seconded the motion, which
passed without objection on a voice vote.

MOTION TO CONVENE IN CLOSED SESSION
Ms. Wigdahl announced that the Board would convene in closed session pursuant to the
exemptions contained in Wis. Stat. § 19.85 (1) (a) for quasi-judicial deliberations on appeal
matters. Ms. Gibson, Ms. Walk and Ms. McCarthy were invited to remain during the closed
session.
Motion: Mr. Brown moved to convene in closed session, pursuant to the
exemptions contained in Wis. Stat. § 19.85 (1) (a) for quasi-judicial deliberations
on appeal matters. Ms. Thompson seconded the motion, which passed on the
following roll call vote.
Members voting aye: J. Brown, R. Finora, T. Fisher, R. Gale, K. Kreul, I. Macek,
W. McCaffery, R. Niendorf, P. Ostrowski, G. Sherman, N. Thompson, M. Wigdahl
Members voting nay: none
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The Board convened in closed session at 10:17 a.m. and reconvened in open session at
10:30 a.m.

ANNOUNCEMENT OF ACTION TAKEN ON BUSINESS DELIBERATED ON DURING
CLOSED SESSION
Ms. Wigdahl announced that the Board took the following actions during the closed session:
•

In the matter of Appeal 2006-068-ETF, the Employee Trust Funds Board adopted the
Hearing Examiner’s proposed decision with modifications. (By unanimous vote.)

•

In the matter of Appeal 2006-061-ETF, the Employee Trust Funds Board adopted the
Hearing Examiner’s proposed decision. (By unanimous vote.)

ADJOURNMENT
Motion: Mr. Fisher moved adjournment. Mr. McCaffery seconded the motion, which
passed without objection on a voice vote.

The meeting of the Employee Trust Funds Board adjourned at 10:31 a.m.
Date Approved: __________________________
Signed: ________________________________
Robert Niendorf, Secretary
Employee Trust Funds Board

State of Wisconsin
Department of Employee Trust Funds,
Employee Trust Funds Board, Teachers Retirement Board,
Wisconsin Retirement Board and Group Insurance Board.

FINAL DRAFT REPORT ON CLEARINGHOUSE RULE #07-062
FINAL RULE to repeal ETF 11.16 (2) (c), 20.14, 20.15, 20.16 and 20.18, amend ETF
10.01 (7), 20.19 (2) (a), (b) (d), and (dm), 20.35 (3) (d) 2. and 50.50 (2) (b),
repeal and recreate ETF 29.19 (2) (c) and create ETF 20.17 regarding the
purchase of credit for service.
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Agency Person to be Contacted for Questions
Please direct any questions about this rule-making to Robert Weber, Chief
Counsel, Department of Employee Trust Funds, P.O. Box 7931, Madison WI
53707. Telephone: (608) 266-5804. E-mail address: rob.weber@etf.state.wi.us.
Statement Explaining Need for Rule
This rule-making is needed to supplement and codify agency interpretations of the
statute governing the purchase of creditable service under the Wisconsin
Retirement System (WRS): Section 40.285, Stats., was created by 2003 Wis. Act
33 and subsequently amended by 2005 Wis. Act 154. The legislation revised and
combined the previously dispersed statutes concerning purchasing WRS service.
This rule-making is needed in order to delete language and administrative policies
incorporated in the existing pre-1997 rules that have been superseded by
subsequent legislation or which have otherwise become obsolete due to changes
in the applicable law. In their place, the rule-making consolidates all the
department’s rules on purchasing creditable service in the WRS into one new
administrative code provision. In addition, this rule-making is required in order to
meet the mandates of s. 40.285 (2) (b) 1. d. and (4) (c), Stats. Under these
provisions, the department is required to promulgate rules to establish how the
cost of purchasing credit for other governmental service will be affected by the
participant’s employment category and how to prorate a payment for purchasing
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credit less than all a participant’s forfeited service, when the participant previously
forfeited credit for service in different categories of employment.

Analysis Prepared by the Department of Employee Trust Funds
1. Statute interpreted:
Section 40.285, Stats.
2. Statutory authority:
Sections 40.03 (2) (i), 40.285 (2) (a) 3., and (b) 1. d. and 5., (4) (c) and (5) (c),
and 227.11 (2) (a), Stats.
3. Explanation of agency authority:
By statute, the DETF Secretary is expressly authorized, with Board approval, to
promulgate rules required for the efficient administration of any benefit plan
established in ch. 40 of the Wisconsin Statutes. Each state agency may
promulgate rules interpreting the provisions of any statute enforced or
administered by the agency, if the agency considers it necessary to effectuate the
purpose of the statute. The Legislature has expressly required the Department to
specify, by rule, how the purchase of service credit for previously forfeited service
will be prorated when more than one category of employment is involved and
credit for less than all the previously forfeited service is purchased. In addition,
the Legislature has mandated that the Department shall establish by rule different
rates for different categories of participants who purchase credit for other
governmental service, based upon factors recommended by the actuary.
4. Related statute or rule:
Section 40.285, Stats.
5. Plain language analysis:
A. Introduction.
This rule-making supplements and interprets the re-codification of the statutes
governing the purchase of creditable service under the Wisconsin Retirement
System (WRS). The law governing the WRS allows participating employees to
purchase credit under the WRS for six different kinds of service: previously
forfeited service, other governmental service, previous executive service not
credited because of over-62 age restrictions, a 6-month uncredited qualifying
period, teacher improvement leave and uncredited junior teaching service.
Existing Administrative Code provisions apply to service purchases generally
(s. ETF 20.14), the purchase of forfeited service (s. ETF 20.15), qualifying service
(s. ETF 20.16) and other governmental service (s. ETF 20.18). All of these
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existing administrative rules are repealed by this rule-making. A paragraph crossreferencing ETF 20.15, specifically ETF 11.16 (2) (c), is also being repealed,
In July 2003, 2003 Wis. Act 33 created a new s. 40.285, Stats., that revised and
combined all the former statutes concerning the purchase of service credits. In
the process, the former ss. 40.02 (17) (b), (e), (i), and (k) and 40.25 (5) and (6),
Stats., were eliminated, either by renumbering or repeal. Subsequently, in April
2006, 2005 Wis. Act 154 amended s. 40.285 (4) (d), Stats., regarding the role of
funds received for the purchase of other governmental service in calculating WRS
death benefits and money purchase retirement benefits.
Section ETF 20.14 was created effective January 1, 1997, and s. ETF 20.18 was
created effective July 1, 1995. Neither has been amended by the Department
since then. Sections ETF 20.15 and 20.16 were both created during 1982 and
were most recently amended effective January 1, 1997. This rulemaking deletes
language and policies incorporated in these rules that have been superseded by
subsequent legislation or which have otherwise become obsolete due to changes
in the applicable law. In their place, the rule-making creates a new s. ETF 20.17
uniting the rules covering all purchases of creditable service into one code
provision.
B. Service Credit Purchases; Generally.
Under s. 40.285, Stats., a participating employee may purchase credit in the WRS
for six different kinds of service. Such service credit purchases both increase the
creditable service used to calculate a formula annuity and also increase the
account balance in the employee’s required contribution account. Except for
amounts received to purchase other governmental service, these additional funds
increase the value of the participating employee’s money purchase pension
benefit.
(1) Defining terms.
In s. ETF 20.17 (2), this rule-making defines key terms. All definitions are based
on the present s. ETF 20.18 (2) (a), (b), (c), (d) and (e). The phrase “date of
application” is defined consistent with s. ETF 10.82 (1), to which reference is
added. The definitions of the remaining terms, “current earnings,” “military
service,” “money purchase balance,” and “other governmental service,” are
substantially similar to the current definitions, except for necessary crossreference corrections and some minor clarifications.
The rule-making also makes technical amendments to the existing definition of the
term “three continuous years of creditable service” in s. ETF 10.01 (7). This is a
statutory pre-requisite to eligibility for purchasing credit for either forfeited service
or other governmental service.
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(2) Estimates, applications and final calculations.
As provided by this rule, the Department will upon request prepare a combination
estimate and application form to be used to make the purchase. After the
completed application and actual payment is received, the DETF will audit the
transaction and, if necessary, recalculate the amount due. Such adjustments may
be necessary, for example, if an estimate was prepared during one year and the
employee submits the application later, after a change in the employee’s
compensation has occurred.
This rule-making eliminates the limits on how much may be paid into the
retirement system found in the current s. ETF 20.14 (1) and (2) (a) 1. The limits
were based on now obsolete provisions of s. 415(c) of the Internal Revenue Code
(IRC). The sources of permissible funds to use to make the service credit
purchase are also expanded from current rules, in accord with the latest federal
tax laws.
(3) Deadline for applying.
Because only a “participating employee” may buy credit for service under
s. 40.285, Stats., the completed application must be received at the DETF before
the employee terminates participating employment. A special provision
establishes the deadline for a retired employee who holds a second participating
position as a part-time elected official and “opts out” of WRS coverage with
respect to that part-time position as permitted under s. 40.23 (1) (am) 2., Stats.
The treatment under the rule is consistent with that statute and establishing when
the person ceases to be a participating employee.
(4) Rejection of ineligible,
unpaid and incomplete applications.
An application for service credits the applicant is not entitled to buy must be
rejected. Late applications must be rejected. Generally, applications not
accompanied by payment-in-full must also be rejected. However, there are some
exceptions. The applicant may use voluntary additional contributions already in
the participant’s WRS account as part of the payment, including funds held by the
WRS as part of an employer’s plan under s. 403(b) IRC. Alternatively, the
applicant may pay a required 10% down-payment and arrange to transfer the
remainder from another qualifying benefit plan, as permitted by federal tax laws,
within 90 days. An application that remains incomplete for more than 90 days
may be rejected, at the Department’s discretion. If the Department
underestimated the actual final cost of the service purchase, the applicant may
cancel the transaction, or pay the balance due. The Department allows
participants in this situation who have already begun to receive their WRS
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pensions to pay the balance due out of one of the next monthly annuity payments.
At present, that option exists only for purchases of credit for forfeited or other
governmental service. This rule will expand that option to all types of service
purchase and also allow the balance to be deducted from a lump sum paid in lieu
of a retirement annuity.
(5) Effects of buying service credit.
This rule-making clarifies the long-standing DETF policy that buying credit for
service simply adds the amount of service credit purchased to the person’s total
creditable service, going forward, for the sole purpose of calculating a formula
annuity benefit under s. 40.23 (2) (b) or (2m) (e), Stats., or making other formula
annuity calculations in that manner such as for disability annuity benefits or
special death benefits under s. 40.63 (8) or 40.73 (1) (c), Stats., respectively.
Buying creditable service has no retroactive effect and therefore does not do any
of the following:
•

Undo any effects of the requirement of s. 40.25 (3), Stats., that a person who
takes a separation benefit, then is later employed by a WRS participating
employer, must be treated as a new employee for all ch. 40 purposes.

•

Establish an earlier date of participation or restore an account as though it had
never been closed.

•

Restore or entitle the purchaser to any benefits or rights associated with being
a participant in the WRS or a member of any predecessor retirement system,
at the time the services for which credit is being purchased were actually
performed.

•

Establish any creditable service in, or for, any particular year or restore
earnings associated with a forfeited year for final average earnings purposes
or any other benefit computation.

•

Circumvent the statutory limit of 1.0 years of creditable service for any annual
earnings period.

Under s. 40.23 (2m) (e) 1. to 4., Stats., higher multipliers are used to calculate
formula annuity benefits based on pre-2000 creditable service. In s. ETF 20.17 (1)
(j), this rule-making cross-references the treatment of purchased service credits
for that purpose, as provided by s. ETF 20.19 (2). In addition, s. 40.23 (2m) (em)
1. a., Stats., provides that any service forfeited by taking a separation benefit prior
to January 1, 2000, will be treated as pre-2000 service if a service credit is
purchased under s. 40.285 (2) (a), Stats. This rule-making amends the existing
s. ETF 20.19 (2) (c) to clarify this treatment and expands the existing rule that
covers situations in which a participant purchases service credit for forfeited
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service, forfeits that and other creditable service by taking a separation benefit,
then again purchases credit for the forfeited service.
For added clarity and to remove unnecessary cross-references to the former
s. 40.25 (6), Stats., which was repealed by 2003 Wis. Act 33, this rule-making
also amends s. ETF 20.19 (2) (a) through (d), concerning the pre-2000 or post1999 treatment of purchased service credits for forfeited service. The existing
protection of the employee by applying partial payments to pre-2000 service credit
first is retained and expressly cross-referenced in the new s. ETF 20.17 (3) (d).
A new s. ETF 20.19 (2) (dm) is created to provide that the purchased service
credit for other governmental service will be treated as post-1999 or pre-2000
service for formula benefit purposes, depending on when the services were
actually rendered to the non-WRS governmental entity. This is in accord with the
provision of s. 40.23 (2m) (em) 1. b., Stats., that purchased service credit for other
governmental service will be treated as pre-2000 service for calculating a formula
annuity benefit under s. 40.23 (2m) (e), Stats., if the purchase was based on
services considered to have been performed before January 1, 2000.
Section ETF 20.19 (2) (e), (h), (i) and (f) already provide that purchased service
credit for a qualifying period, teacher improvement leave, and previously
uncredited service as a junior teacher or executive participating employee will be
treated as pre-2000 service in calculating formula benefits under s. 40.23 (2m)
(e), Stats. This rule-making does not affect those provisions.
(6) Treatment of payments.
Amounts received for the purchase of service credit will be effectively deposited
into the participant’s required contribution account, described in s. 40.04 (4) (a) 1.,
Stats. However, as provided in s. ETF 20.17 (4) (f), funds received for the
purchase of other governmental service will also be accounted for so that they are
not matched by funds from employer required contributions when calculating a
money purchase or a death benefit, as provided by ss. 40.23 (3) and 40.73 (1)
(am) and (c), Stats.
Generally, the purchase amount will be treated as amounts received during the
year in which the DETF actually receives the payment, meaning the funds will not
be credited with interest for that calendar year. Generally, if the participant
participates in the variable retirement investment trust, the amounts received will
be divided between the core and variable retirement investment trusts just like the
participant’s current contributions.
There are exceptions to those general rules, however. An employee may use
accumulated after-tax additional contributions, including those under s. 40.05 (1)
(a) 5., Stats., which are already in the Public Employee Trust Fund to make the
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service purchase. In order to protect the employee from losing year-end interest
crediting on such funds, the rule creates an exception in s. ETF 20.17 (1) (g) 3.
that treats such funds as being in the Trust Fund throughout the year, as they
were in fact. For similar reasons, the same exception also preserves the source
of such funds in the core retirement investment trust and variable retirement
investment trust.
(7) Refunds.
Section 40.285 (7), Stats., prohibits any refund of $25 or less. Above that
threshold, this rule provides in s. ETF 20.17 (1) (f) that excess amounts received
shall be refunded to the participant. An exception exists if the source of the
purchase funds was a plan-to-plan transfer from another qualifying benefit plan. In
those cases, in order to avoid tax liabilities for the employee, the refund must be
paid back to the appropriate plan, as determined by the DETF.
Regarding the payment of interest on a refund, this rule-making cross-references
the applicable statute. s. 40.08 (6) (e), Stats., prohibits the payment of interest on
a refund.
(8) Payment shortfalls.
By statute, the DETF will not undertake collection actions against the applicant if
the payment shortfall is under $25. In s. ETF 20.17 (1) (h), the rule anticipates
that payment shortfalls might occur in different ways, separately or in combination.
The applicant might include the full estimated amount with the application, but the
subsequent audit and final calculation determines that the actual amount due is
higher. Or, the applicant arranges for a plan-to-plan transfer to partly fund the
service purchase, and the amount transferred from the other plan is insufficient,
perhaps because the anticipated value of the account dropped in the interim.
When a plan-to-plan transfer is involved, the employee will be given 30 days to
pay the shortfall. If not timely paid in full, the DETF will generally prorate the
amount of service credit purchased to match the amount received in conformity
with s. 40.285 (5) (c), Stats. The purchase of credit for other governmental
service will be recalculated rather than prorated. This is the only circumstance in
which a person may purchase less than all of the available credit for a qualifying
period, teacher improvement leave, and previously uncredited service as a junior
teacher or executive participating employee.
If the shortfall is the result of a low estimate by the Department, and a plan-to-plan
transfer was involved, the DETF will proceed in the same manner as for an
insufficient transfer. Otherwise, the employee will be given 30 days to pay the
difference due or withdraw the application. If the balance due is not timely
received or the employee withdraws the application, the amounts received will be
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refunded. This is the only circumstance under which an applicant may withdraw
or cancel an application to purchase service after any payment has been received
by the DETF.
This rulemaking creates one other alternative payment option. It applies only
when the estimate was too low, and the applicant has a WRS retirement benefit
payable. In this case, the applicant may ask that the Department deduct the
balance due from a subsequent monthly annuity payment or from a lump sum
payable in lieu of an annuity. The current ss. ETF 20.15 (2) (em) and 20.16 (4m),
allow such a deduction in connection with shortfalls in payments for the purchase
of credit for forfeited service and qualifying service, respectively. This rule-making
will expand the option to all service purchases.
A shortfall might occur if the applicant deliberately pays less than the full amount
due. This is permissible only for a purchase connected with forfeited service or
other governmental service. In those cases, the applicant will be given notice of
the shortfall and an opportunity to pay the difference. If the difference is not
received within 30 days after notice is sent to the participant, the department shall
complete the purchase, reducing the amount of service credit purchased to the
credit that can be purchased by the payment actually received. This permits the
applicant to decide to buy less then the full amount of service credit available, but
only for service credit purchases under s. 40.285 (2) (a) and (b), Stats., and
accords with long-standing Department practice and policy.
(9) Effect of Qualified Domestic Relations Orders.
This rule-making clarifies the treatment of purchased credit for service when a
court orders a division of a WRS account by a qualified domestic relations order
(QDRO). By amending the existing s. ETF 20.25 (3) (d) 2., this rule-making
provides that credit for service purchased under s. 40.285, Stats., will be divided
by a qualified domestic relations like all other creditable service in the participant’s
account, provided the application for the purchase was actually received by the
department prior to the first day of the month in which the marriage was
terminated. This date is defined by s. 40.02 (18f), Stats., as the “decree date” and
is the effective date of a QDRO. If the application to purchase credit for service is
received after the decree date, then any service purchased under the application
will not be affected by the QDRO, regardless of the source of the funds for the
purchase or when the services in question were actually rendered. The
amendment also provides that the Department will send any bill for payment
shortfalls and any refund due in connection with the application to purchase
service only to the participant, regardless of whether there is a QDRO or when the
application was received. Nothing in this rule-making will prevent the parties to a
divorce, or the court, from making arrangements between the parties for the
participant to share refunds with the ex-spouse or for the ex-spouse to contribute,
through the participant, to the payment of a shortfall. But the Department will not
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be required to split bills or refunds or deal with the ex-spouse concerning the
participant’s application to purchase service credits.
(10) Number of service credit purchases per year.
Section 40.285 (2) (a) 3. and (b) 5., Stats., allow the Department the option to
allow, by rule, more than two service credit purchases of forfeited service or two
purchases of other governmental service per year. This proposed rule-making
does not expand the default limit of two such service purchases per year and
applies that limit across the board to all service credit purchases. This is
necessary because of a payment option created by s. 40.285 (5), Stats.
The purchase of the service for the qualifying period, teacher improvement leave,
and previously uncredited service as a junior teacher or executive participating
employee are all intended to be one-time purchases of the entire available credit
with payment-in-full accompanying the application. Applications without full
payment would generally be rejected. However, under s. 40.285 (5), Stats., a
plan-to-plan transfer is an available payment option for all forms of creditable
service purchase. The possibility exists that there will be a payment shortfall
resulting in prorating the service purchased as provided by s. 40.285 (5) (c), Stats.
To address that possibility, this rule-making permits an additional creditable
service purchase of the same type during the same calendar year, provided the
participating employee remains otherwise eligible. So, s. ETF 20.17 (1) (e) limits
all types of creditable service purchase to two per year, maximum.

C. Rule-making for particular kinds of service purchase.
(1) Rules specific to purchase
of credit for forfeited service.
This rule-making provides that the Department will prepare an estimate for
purchase of forfeited service based upon all the years and fractions of a year of
forfeited service for which credit may then be purchased, unless the employee
specifies a lesser amount. Purchases of credit for forfeited service are limited by
the accumulated creditable service of the employee at the time of the purchase,
no matter how much previous service was actually forfeited.
Unlike purchases of credit for service during a qualifying period, teacher
improvement leave, and previously uncredited service as a junior teacher or
executive participating employee, these rules allow an employee to decide (after
receiving the estimate and application form) to buy credit for less than the full
amount of service credit available for forfeited service.
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The rule-making also codifies in s. ETF 20.17 (3) (am) 2. and 3. a list of the pre1982 separation and withdrawal statutes governing the former Wisconsin
retirement fund, state teachers retirement system and Milwaukee teachers
retirement fund. Receipt of a lump sum benefit under those statutes is a
prerequisite for an otherwise qualified person to purchase credit for the previous
services rendered. The rule also codifies a list of pre-1982 statutes akin to the
present s. 40.25 (1) which allowed for payment of a lump sum in lieu of a
retirement annuity. Receipt of such benefits does not create any potential
eligibility to purchase service credit under s. 40.285 (2) (a).
Section 40.285 (4) (c) and (5) (c), Stats., require the Department to specify, by
rule, how a purchase of forfeited service, by a participant who forfeited service
under more than one category of employment, will be prorated in the event of
different kinds of payment shortfalls. In this rule-making, s. ETF 20.17 (3) (d)
provides that, unless the applicant specifies otherwise, the amount received will
be applied until exhausted to buy all the available creditable service under each of
the employee’s different employment categories listed in the order of the highest
to lowest multipliers in s. 40.23 (2m) (e) 1. through 4, Stats. In addition, credit for
service as a protective occupation participant with Social Security coverage is
listed ahead of service as an elected official or executive participating employee,
and service as a teacher credited separately and ahead of other service in the
general category under s. 40.23 (2m) (e) 1, Stats.

(2) Rules specific to purchase of
credit for other governmental service.
This rule-making provides that the actuary shall determine the method for
calculating the cost of purchasing credit for other governmental service and may
revise the calculation at any time if there are changes in the benefit laws,
valuation assumptions or other factors the actuary finds significant. The goal is
that the cost should reflect the actuarial value of the benefit.
This rule-making describes in s. ETF 20.17 (4) (b) 3. and (c) the proof necessary
to establish that service for which credit is sought was performed and meets the
definition of “other governmental service.” The specified proof is carried over from
the existing s. ETF 20.18 (4) with minimal changes for clarity.
A new rule requirement, based upon s. 40.285 (2) (b) 4., Stats., is for a
certification that the other governmental service is not being used to establish
entitlement to or the amount of other pension, retirement or similar federal, state
or local government benefits, except for Social Security, disability or benefits for
service in the national guard or reserves. The new rule clarifies that the statutory
prohibition bars buying credit only to service being used for other pension and
retirement benefits from federal, state or local governmental plans.
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A provision of the existing s. ETF 20.18 (4) (c) states that the department’s
determination as to the sufficiency of the evidence is conclusive. This is not
carried over to the new rule. Rather than being conclusive, this rule-making
specifies that the determination, like virtually all determinations made by the
Department, is subject to timely appeal to the Board.
The provision of the current s. ETF 20.18 (6) (a) limiting the amount of credit for
other governmental service that may be purchased is carried over to this new
rule-making, in part. The participating employee may not purchase more credit
than he or she has already earned under the WRS. However, the present
absolute cap on purchasing more than 10 years of other governmental service is
removed.
The current s. ETF 20.18 (3) (b) allowing a participant to submit an application 90
days after terminating all participating employment is not carried over. Instead,
the application must submit an application while still a participating employee, but
then has up to 90 days to submit the supporting documentation.
The current provision in s. ETF 20.18 (7) (f) allowing the Department to reject an
application for the purchase of other governmental service that is incomplete after
6 months is not carried over. Rather, any application for purchasing any type of
service credit may be rejected by the Department if still incomplete after 90 days.
These rules allow an employee to decide (after receiving the estimate and
application form) to buy credit for less than the full amount of service credit
available for other governmental service. This treatment is unlike purchases of
credit for service during a qualifying period, teacher improvement leave, and
previously uncredited service as a junior teacher or executive participating
employee,
As is currently provided in s. ETF 20.18 (6), the amount of service credit will be
determined by applying the 1,904 hour test applicable to full-time employment for
non-teachers, regardless of the nature of the services rendered for the other
government. Also, service credit purchased for other governmental service may
not be applied for purposes of satisfying any of the following:
• The vesting requirement of former s. 40.23 (1) (a) 3., 1995 Stats.
• The minimum recent service criteria for disability benefits
• The service requirements to be eligible to continue insurance after termination.
Neither may the service credit purchased for other governmental service be
considered as part of the participant’s accumulated creditable service for
determining the maximum amount of service credit that may be purchased for
forfeited service or other governmental service.
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One kind of other governmental service for which credit may be purchased is
employment by an employer that joined the WRS after the services in question
were rendered, and did not recognize 100% of the employee’s prior service for
WRS purposes. Since s. 40.21 (6) (b), Stats., allows a WRS participating n
employer to later recognize such prior service, this rule contains in s. ETF 20.17
(4) (e) 5. f. a protection for the employee who already bought service credits for
prior service, which is later recognized by the employer. The purchase payment
and associated interest will be transferred to the employee’s voluntary additional
contribution account and the service credit will be recognized as ordinary service,
not subject to the restrictions noted above for other governmental service credits.
Section 40.285 (2) (b) 1. d., Stats., provides that an applicant to buy creditable
service under the WRS for so-called other governmental service must pay the
cost of the purchase in a lump sum equal to the present value of the creditable
service. The actuary is to determine rates that will be actuarially sufficient to fund
the costs of the increased benefit resulting from the purchase of this service. The
department is required to establish, by rule, different rates for different categories
of participants, based on factors recommended by the actuary. This rule-making
attempts to satisfy that requirement by providing that the participant’s service in
different categories of employment must be considered by the actuary in devising
the method for calculating the cost.
The part of current s. ETF 20.18 (5) (c) requiring Department pre-approval of the
actuary’s calculation for setting the cost of purchasing credit for other
governmental service is not carried over. Neither is the portion of s. ETF 20.18
(5) (d) that allows the Department to prescribe when the actuary’s revised
calculation method will be applied. The rule requires that the actuary’s new
method of calculation be applied as of the effective date recommended by the
actuary. However, the new calculation method will not be applied to applications
received before the actuary’s effective date.
Factors to be considered by the actuary in setting the rate for purchasing other
governmental service currently stated in s. ETF 20.18 (5) (b) are carried over into
the new rule, with three exceptions. The obsolete reference to differing interest
crediting on participant accounts in s. ETF 20.18 (5) (b) 2. c. is eliminated as are
references to the participant’s so-called “money purchase” balance and
distinctions made by the actuary based on gender and occupation when making
assumptions about mortality and withdrawal. Two new factors have been added
in this rule-making. The participant’s accumulated required employee
contributions and, for voluntary participants in the variable retirement investment
trust, any variable excess or deficiency are also specified factors for the actuary to
consider.
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(3) Rules specific to purchase of
credit for qualifying period.
A pre-requisite for purchasing credit for a qualifying period is to first purchase
service credit for any subsequently forfeited service. This rule carries over into
s. ETF 20.17 (5) (c) this requirement, which is currently found in s. ETF 20.16 (1).
The applicant to purchase service credit for a qualifying period must first purchase
all service credit the applicant is currently eligible to buy for forfeited service.
An applicant must purchase all available qualifying period service credit, up to the
6-month statutory maximum. The sole exception is that prorating may occur due
to a shortfall in a plan-to-plan transfer to pay for the benefit, as required under
s. 40.285 (5) (c), Stats.
The cost of the service credit is based on the employee’s highest earnings in a
single annual earnings period. For an application received, for example, in March,
the annual earnings for the current period are unknown. The Department will look
back to the highest completed annual earnings period in its records. If the
applicant was part-time during that annual earnings period, then the earnings will
be extrapolated upwards to reflect a full-time amount to be used in calculating the
purchase price for the service credit.
The service credit purchased for qualifying service will be in the category of
employment in which it would have been granted if the services had been
creditable at the time they were performed.

(4) Rules specific to purchase of
credit for teacher improvement leave.
The only service credit available for teacher improvement leave under s. 40.285
(2) (e), Stats., is for a leave occurring between January 1, 1964 and August 21,
1967. The rule provides that an employee wishing to purchase service credit for
such leave must first obtain the certification from the University of Wisconsin
Board of Regents that is required by the statute. The Department will then
provide an estimate and application form based on the period of leave certified.
An applicant must purchase all available teacher improvement leave service
credit. The sole exception is that a prorating may occur due to a shortfall in a
plan-to-plan transfer to pay for the benefit, as required under s. 40.285 (5) (c),
Stats.
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(5) Rules specific to purchase of
credit for uncredited junior teaching service.
This rule clarifies that to be eligible to purchase service credit for “junior teacher”
service, the applicant must have been employed as a teacher in the public
schools covered by the former State Teacher Retirement System. This excludes
City of Milwaukee teachers. In addition, the teaching service in question must
have occurred prior to the 1957-58 school year, and during a school year when
the teacher had not attained age by the July 1 before the start of the school year.
The eligibility criteria in s. ETF 20.17 (7) (b) is based on the statutory definition of
“junior teacher” in former s. 42.20 (6), Stats. Junior teachers were effectively
excluded from coverage under the State Teachers Retirement System until former
s. 40.40, 1955 Stats., was amended by Chapter 12, s. 10, Laws of 1957, effective
July 1, 1957.
An applicant must purchase all available junior teacher service credit. The sole
exception is that prorating may occur due to a shortfall in a plan-to-plan transfer to
pay for the benefit, as required under s. 40.285 (5) (c), Stats.

(6) Rules specific to purchase of
credit for uncredited service as an executive official.
In s. ETF 20.17 (8) this rule-making describes the eligibility criteria for purchasing
credit under s. 40.285 (2) (c), Stats., which are not readily apparent from the
statutory references to uncredited service due to age restrictions. It is not
impossible that there are still participating employees eligible for this benefit, but it
is not likely. The rule clarifies that a participating employee who, on or after
May 3, 1988, held a position as an executive participating employee. In addition,
the person must have held a position between July 1, 1974 and May 3, 1988,
while the position was listed in one of the executive salary groups under s. 20.923
(4), Stats., or certain specified deputy and executive assistant positions under
s. 20.923 (8) or (9), Stats., respectively. The applicable restrictions on age
concerned barring creditable service after a person reached age 62. The effective
date of this bar was not the 62nd birthday. From mid-1974 through 1981, the
effective date of the bar was the end of the calendar quarter in which the person
reached age 62. From 1982 until the bar was eliminated in May 1988, the
effective date was the first day of the fourth month that began after the individual
reached 62. No person born after January 31, 1926 would have been affected by
these age restrictions, so an eligible participating employee would be at least 81
years old today.
The rule also interprets the statutory language of s. 40.285 (2) (c), Stats., based
on the history of that language, to mean that:
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•

All participating employees purchasing service under that paragraph, will pay
the same rate for such service regardless of whether the participating
employee is a present or former elected official or an appointee of such an
official;

•

No one who purchased service under former s. 40.02 (17) (e), Stats., which
was in effect from May 3, 1988 through August 14, 1991, is entitled to buy
credit under s. 40.285 (2) (c), Stats.; and,

•

No present or former elected official, or an appointee of such an official, who
purchased service under that former s. 40.02 (17) (e), Stats., is entitled to any
refund or additional benefit based upon the amendment of that statute by 1991
Wisconsin Act 39 or by the renumbering and subsequent amendment of that
statute by 2003 Wisconsin Act 33.

In the event that a person does qualify to purchase credit under s. 40.285 (2) (c),
Stats., then all such credit available must be purchased, unless a plan-to-plan
transfer method of payment is used, and there is a shortfall.

D. Other rule-making incorporated.
(1). Eligibility for long-term
disability insurance benefits.
This rule amends s. ETF 50.50 (2) concerning the minimum recent service
requirement to qualify for long-term disability insurance benefits. An applicant for
benefits must have at least one-third of a year of creditable service in at least 5
years out of the 7 years preceding the application and the year of the application
itself.
At present, “repurchased service” may be counted towards this requirement only if
the service itself was rendered during the calendar year in which the application
was received or one of the 7 preceding years. This rulemaking clarifies that in this
context, the only purchased service credits which may potentially be counted are
those under s. 40.286 (2) (a), Stats., pertaining to purchased credit for forfeited
service.

(2) Non-substantive, technical rule-making.
A technical, non-substantive, clarification is also added to s. ETF 50.50 (2) by this
rulemaking to identify another type of service that counts towards the minimum
service requirement. Veterans who left WRS covered employment to go into the
armed forces, then returned to their previous employment afterwards, may qualify
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for “creditable military service” under s. 40.02 (15) (a), Stats. Similarly, returning
members of the uniformed services may also qualify for WRS creditable service
under the federal Uniformed Services Employment and Reemployment Rights Act
which supercedes state law. This rule-making clarifies that such creditable
service will be counted towards satisfying the minimum prior service requirement
for long-term disability insurance eligibility, in accord with federal requirements.
The rulemaking preserves the present exclusion of creditable military service
under s. 40.15 (c), Stats., which is awarded to employees based on longevity.
The rule amends s. ETF 10.01 (7) to make the cross-reference changes
necessary because of the repeal of s. 40.25 (6) and (7), Stats., by 2003 Wis. Act
33, effective July 26, 2003.
This rule reflects the terminology changes resulting from changing the name of
the “fixed” retirement investment trust to the “core” retirement investment trust in
2005 Wis. Act 153, effective April 5, 2006.
Section ETF 20.15 includes provisions related to the interest due when service
was purchased on a 5-year installment basis. Because of the repeal of s. ETF
20.15 by this rule-making, the legislative clearinghouse staff recommended
revising the existing cross-reference to s. ETF 20.15 (2) (c) that appears in s. ETF
11.16 (2) (c). The department has determined that s. ETF 11.16 (2) (c) has
become obsolete since payment by installments was only available with respect to
service purchases initiated before October 1992. This rule-making therefore
repeals s. ETF 11.16 (2) (c), too.

6. Summary of, and comparison with, existing or proposed federal regulations:
Federal regulations do not require that a governmental retirement plan allow the
purchase of permissive service credit. However, 26 U.S.C. 415(n), a provision of
the tax code, provides special rules relating to the purchase of permissive service
credits, if allowed by a pension plan. Also, 26 U.S.C. 457(e)(17) concerns
trustee-to-trustee transfers from governmental deferred compensation plans to
purchase permissive service credit and 26 C.F.R. 1.457-10 (b) provides U.S.
Treasury regulations pertaining to such plan-to-plan transfers. An exclusion from
gross income for plan-to-plan transfer to purchase permissive service credits
using another tax sheltered annuity funds is found in 26 U.S.C. 403(b)(13)(A).
This rule-making is in accord with the federal tax code and regulations in order to
preserve both the qualified status of the Wisconsin Retirement System and the tax
benefits for employees as required by s. 40.015, Stats.
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7. Comparison with rules in adjacent states:
Although there are a number of governmental retirement plans in Illinois, Iowa,
Minnesota and Michigan, their administrative rules are not directly relevant to
interpreting the Wisconsin statutes governing the Wisconsin Retirement System
because the governmental retirement plans in the different states are designed
differently. All of the following are plan design issues reflected in the differing laws
governing the different plans:
• Whether the plan is a defined benefit plan in which creditable service affects
the calculation of benefits.
• If so, whether the plan allows any purchase of service credits.
• If so, exactly what service credits may be purchased and how the cost of the
purchase is determined.
Also, governmental plans differ in the degree to which the terms of the plan are
established by enabling legislation or left to subsequent administrative
rulemaking. Consequently, the administrative rules, if any, for purchasing service
credit will necessarily vary between each retirement plan, making a meaningful
comparison difficult or impossible.
Illinois
The eligibility to purchase service under the Illinois State Employees’ Retirement
System is discussed in 80 Illinois Administrative Code s. 1540.50 a) 1). As in the
Wisconsin Retirement System, purchasing service does not change the effective
date of coverage under the plan. See 80 IL ADC s. 1540.210 a). After-tax and
payroll deduction methods to pay for forfeited service and purchases of
permissive service credits are covered in 80 IL ADC s. 1540.255. The ISERS
defines "permissive service" in 80 IL ADC s. 1540.350 a) 8) as including credit
purchased by the member for military service, leaves of absence, early retirement
incentives, contractual service, federal or out-of-state service, visually
handicapped service, legislative staff intern service and unused sick and vacation
time.
Under 80 IL ADC s. 1600.50, participants in the Illinois State Universities
Retirement System may pay contributions for periods of employment predating
their being certified as a plan participant. Estimated annuity payments from
SURS do not, pursuant to 80 IL ADC s. 1600.140 c), include additional service
credits purchased after the retirement annuity application was received.
For the Teachers Retirement System of the State of Illinois, 80 IL ADC s.
1650.310 c) pertains to calculating cost of buying credit for military service and
private school teaching. Eligibility for purchase of credit for leaves of absence is
established in 80 IL ADC 1650.3 h). The minimum payment amount for purchase
of optional service is covered by 80 IL ADC s. 1650.3. Refunds for purchasing
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duplicate service or for service in excess of what was needed to reach the
maximum formula pension benefit are provided for by 80 IL ADC s. 1650.410.
Amount rolled-over into the TRS may be used to buy service credits, as
authorized by 80 IL ADC 1650.480. The rule 80 IL ADC s. 1650.1202 d) concerns
extending payroll deduction agreements to complete a purchase of service. By 80
IL ADC s. 1650.1205, a limit of payment per year is set on employer payments
towards an employee’s purchase of optional service.
The State of Illinois Employees’ Deferred Compensation Plan allows transfers
from the plan to a defined benefit plan for the purpose of purchasing permissive
service credits. See 80 IL ADC 2700.750.
Iowa
The Iowa Public Employee Retirement System describes the service that may be
purchased in s. 495-8.1 of the Iowa Administrative Code, including the purchase
of “prior service” associated with having taken a refund of contributions, credit for
other public employment, credit for active service in the U.S. armed forces,
service in the state legislature, post-7/1/1998 leaves of absence, credit for
employment where coverage under the retirement system could have been
elected, but was not, credit for employment for which optional coverage under the
retirement system was not available, such as substitute teaching or temporary
employment, credit for federal Peace Corps service, and purchase of credit for
employment by certain Canadian governmental entities. Revocations of service
purchase applications and refunds are covered by IA-ADC s. 495.8.2 Issues of
service purchase and compliance with Internal Revenue Code 415(c) and (n)
limitations on defined contributions are addressed in IA-ADC s. 495-8.3. A
requirement for four calendar quarters of wages as a pre-requisite to make
service purchases is waived for seasonal or limited term employees by IA-ADC s.
495-8.4. The information required in order to quote a cost for a service purchase
is listed in IA-ADC s. 495-8.5. Limitations on service credit purchases are found
in IA-ADC s. 495-8.5(3). Terminated employees who take a refund and are later
reinstated as the remedy for an employment dispute may buy back their service
credit under IA-ADC s. 495-9.5. Under IA-ADC 495-11.7(4), a member of the
retirement system who takes a refund, but violates the required severance period,
and who fails to pay back the refund within 30 days, may buy service credit for the
period covered by the refund, but only at its actuarial cost. Service purchases
completed after the first month of retirement benefit entitlement do not count
towards determining a pre-7/1/1990 retiree’s minimum benefit under IA-ADC s.
495-12.3(2). The waiver of rules concerning service purchase costs is prohibited
by IA-ADC s. 495-33.10.
An active member of the Iowa Peace Officer’s Retirement, Accident and Disability
System may, under IA-ADC s. 661-402.300, for a one year period ending July 2,
2007, make contributions to purchase up to the maximum amount of permissive
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service credit to be counted towards eligible qualified service. See also IA-ADC s.
661-402.301(2) on permissive service credit and adopting section 415(n) of the
Internal Revenue Code as well as IA-ADC s. 661-402.302 on determining the cost
to the member and providing a cost quote. The application process is covered in
IA-ADC s. 661-402.303. An exception allowing refunds of service credit purchase
amounts in order to comply with the Internal Revenue Code is authorized by IAADC s. 661-402.304. Provision for review and appeal of a rejected service
purchase application is found in IA-ADC s. 661-402.305(2). Finally, IA-ADC s.
661-402.306(1) contains a reporting requirement intended to prevent a member
from receiving credit under more than one retirement plan for the same period of
service.
Michigan
The State Employee Retirement System does not yet have administrative rules.
Michigan Administrative Code R. 38.112 gives the Public School Employees’
Retirement Board authority to set the rate of interest to be applied to repay a
refund, purchase out-of-system educational service and other creditable service.
Eligibility criteria and application procedure for purchasing out-of-system
educational service are found in MN-ADC R. 38.1120 and 38.1122.

Minnesota
The Minnesota Teachers Retirement Association has no formal administrative
rules.
Under MN-ADC s. 7905.2560, the deferred compensation plan of the Minnesota
State Retirement System allows amounts to be transferred to purchase service
credits in an eligible plan, in accord with section 457 of the Internal Revenue
Code.

8. Summary of factual data and analytical methodologies:
The proposed rule is based on logical analysis of the situations that can arise
under the plan-to-plan transfers newly permitted by s. 40.285, Stats., as well as
many years of experience in administering purchases of service credits. The rule
generally carries over the policies and practices codified in prior administrative
rules on the subject of purchasing credit for a qualifying period or other
governmental service, except when those policies or practices have become
obsolete due to applicable changes in state or federal law. With respect to
establishing the cost for purchasing credit for other governmental service the
Department has weighted the practical limitations on the information known to the
Department at the time of the purchase and specified relevant factors identified by
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the actuary in order to approximate, insofar as reasonably possible, the actuarial
cost of the increased benefit resulting from the purchase, which the employee
must pay. In regard to prorating service, when the employee is able to purchase
credit for more than one category of employment, the rule provides that payment
will first be applied to purchase credit for the category of employment which is of
the most benefit to the employee in calculating a formula annuity, and within each
category, pre-2000 service will be credited ahead of post-1999 service for the
same reason.
9. Analysis and supporting documents used to determine effect on small business or in
preparation of economic impact report:
The rule cannot affect small businesses because it pertains to the purchase of
service credit under the Wisconsin Retirement System created by s. 40.20, Stats.
The WRS is a governmental pension plan open only to state agencies, counties,
cities, towns, school districts, and other governmental units and their qualifying
employees. See ss. 40.02 (28), 40.21 and 40.22, Stats. No small businesses
participate in the Wisconsin Retirement System. Indeed, any participation by any
private, non-governmental employer would potentially jeopardize the qualified
plan status of the WRS, in violation of s. 40.015 (1), Stats.
10. Anticipated costs incurred by private sector:
None.
11. Effect on small business:
No effect.

Regulatory Flexibility Analysis:
This rule-making has no significant effect on small businesses because only
governmental employers and their employees may participate in the benefit
programs under ch. 40 of the statutes administered by the Department of
Employee Trust Funds.
Fiscal Estimate:
The rule has no fiscal effect upon the fiscal liabilities or revenues of any county,
city, village, town, school district, technical college district or sewerage district,
with one possible exception. Certain school districts and educational institutions
may incur minor additional administrative costs to authorize the transfer of funds
that are part of their section 403(b) IRC plans. Although these funds, to be used
for the employee’s purchase of service credits under the Wisconsin Retirement
System, are already deposited in the Public Employee Trust Fund, the transfer
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must nevertheless be authorized by the employer operating the 403(b) plan. See
s. ETF 20.17 (1) (c) 3. a. in this rule-making. The Department of Employee Trust
Funds does not itself operate a plan under 403(b) of the Internal Revenue Code,
but accepts deposits from qualifying school districts or other educational
institutions that operate such plans as additional contributions under s. 40.05 (1)
(a) 5, Stats.

Text of Rule
SECTION 1. ETF 10.01 (7) is amended to read:
ETF 10.01 (7) “Three continuous years of creditable service” for purposes of
s. 40.25 (6) (a) and (7) (a) 2. ss. 40.26 (3) (bm) and 40.285, Stats., and s. ETF 20.17
means an uninterrupted period of at least 3 complete, non-overlapping annual earnings
periods during each of which the participant earned some creditable current service. A
period of continuous creditable service is considered interrupted if the participating
employee is terminated from employment covered by the Wisconsin retirement system
for a period of more than 90 calendar days. Service associated with contributions which
have been debited to fund a benefit may not be applied toward continuous creditable
service.

SECTION 2. ETF 11.16 (2) (c), 20.14, 20.15 and 20.16 are repealed.

SECTION 3. ETF 20.17 is created to read:
ETF 20.17 Service purchases (1) GENERAL PROVISIONS. (a) Scope. This section
applies to service purchases under s. 40.285, Stats.
(b) Preparation of estimates; Deadline for application. 1. Upon request, the
department shall prepare a written estimate of the cost of purchasing service under
s. 40.285 (2), Stats., on an application form to be used for the purpose and send the
application form to the participating employee. Anytime after the department receives a
completed application and at least the minimum payment or authorization to transfer
additional contributions required to accompany that application, the department may
update and correct the calculation of the amount due as necessary, before finalizing the
purchase of service credit.
2. Except as provided in subd. 3. the application to purchase creditable service,
on the form approved by the department, must be actually received at the department
before the date the applicant terminated all participating employment covered by the
Wisconsin retirement system.
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3. The deadline for a part-time elected official whose date of separation from the
last participating employer is determined under s. 40.23 (1) (am) 2., Stats., is the date
the applicant terminated participating employment other than as a part-time elected
official, or the date on which the applicant elected to waive further Wisconsin retirement
system participation under s. 40.23 (1) (am) 2., Stats., whichever date is later.
Note: The “Waiver of Part-Time Elected Service,” form ET-4303, becomes
effective on the day after its receipt by the department or, if more than one ET-4303 is
being submitted, on the first day after the first waiver is received by the department.
(c) Rejection of application. 1. An application received after the deadline in par. (b)
shall be rejected.
2. If the department determines that the participant is ineligible to purchase
service for which the participant has applied, the application shall be rejected and any
payment previously received by the department shall be refunded as provided in par. (f).
3. The department shall reject an application which is not accompanied by a
payment in one of the following forms:
a. Payment in full of the department’s estimated cost of the service credit if the
purchase is for a qualifying period, teacher improvement leave or previously uncredited
service as a junior teacher or executive official under s. 40.285 (2) (c) to (f), Stats. Such
payment may include authority to transfer 403(b) funds or additional contributions under
s. 40.05 (1) (a) 5., Stats., already held by the department in order to make the purchase.
A transfer of 403(b) funds must be authorized by the school district or other educational
institution employer operating the plan under s. 403(b) of the internal revenue code.
b. In lieu of payment in full, the applicant may include at least 10% of the
department’s estimated cost of the creditable service with the application and arrange for
the balance to be paid by a plan-to-plan transfer under s. 40.285 (5), Stats. Such
transfer funds must be received within 90 days after receipt of the application or the
application or the purchase will be treated under the payment shortfall provisions of
s. 40.285 (5) (c), Stats., and par. (h).
c. Partial payment of the department’s estimated cost of the service credit, but
only if the purchase is for forfeited service or other governmental service, under s.
40.285 (2) (a) or (b), Stats.
4. The department may reject any application which 90 days after the date of
application remains incomplete in any respect other than receipt of payment. If an
application is rejected under this subdivision then the department shall refund any
associated payment as provided by par. (f).
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5. An application to purchase creditable service for forfeited service or other
governmental service under s. 40.285 (2) (a) or (b), Stats., shall be rejected if the
applicant does not have at least three continuous years of creditable service immediately
preceding the date the completed application form is received by the department, with no
break in service between the three continuous years and the application date.
(d) Effect of purchasing service. Buying creditable service under this section adds
the amount of service purchased to the person’s total creditable service for the purpose
of calculating a formula annuity benefit under s. 40.23 (2) (b) or (2m) (e), Stats., or
making a formula annuity calculation in the same manner, including under s. 40.25 (1),
40.63 (8) or 40.73 (1) (c) Stats. Buying creditable service has no retroactive effect,
including but not limited to the following:
1. Buying creditable service does not undo any effects of the requirement that a
person who takes a separation benefit must thereafter be treated as a new employee
upon subsequent employment by a participating employer.
Note: See s. 40.25 (3), Stats.
2. Buying creditable service does not establish an earlier date of participation nor
restore an account as thought it had never been closed.
3. Buying creditable service does not restore or entitle the purchaser to any
benefits or rights associated with being a participant in the Wisconsin retirement system,
or a member of any predecessor retirement system, at the time the services for which
credit is being purchased were actually performed.
4. Except as provided in s. ETF 50.50 (2), buying creditable service does not
establish creditable service in or for any particular annual earnings period or calendar
year, or prior to any past date, or for purposes of measuring continuous years of
creditable service.
Note 1: As a consequence of purchased service credits not establishing
creditable service in or for any particular annual earnings period or calendar year,
purchased service does not affect the denominator for the calculation of final average
earnings in s. 40.02 (33) (a) 2., Stats., nor the amount of a person’s creditable service in
a particular annual earnings period for purposes of s. 40.23 (2m) (fm) or 40.63 (1) (a),
Stats., for example.
Note 2: Purchased service credit is included in the “creditable service” used to
determine the normal retirement age and the maximum formula benefit for a protective
occupation participant under ss. 40.02 (42) (a) and 40.23 (2m) (b), Stats., respectively,
as well as months of creditable service for reducing the actuarial adjustment under s.
40.23 (2m) (f) 2., Stats., and the reduction of duty disability benefits for service over 25
years under s. 40.65 (5) (a), Stats. Credit purchased under s. 40.285, Stats., except
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under s. 40.285 (2) (b), Stats., also applies to the “creditable service” used to determine
eligibility for creditable military service, group health, and post-retirement life insurance,
under ss. 40.02 (15) (c), 40.02 (25) (b) 6. a., 6e., 6m. b. and 6r. and 40.72 (4) (b) , Stats.
Limitations on the use of purchased credit for other governmental service in particular
are listed in sub. (4) (e) 5.
Note 3: Service purchased under s. 40.285, Stats., shall be included with all other
creditable service in the participant’s account divided by a qualified domestic relations
order pursuant to s. 40.08 (1m) (b), Stats., provided the application for the purchase was
actually received by the department prior to the decree date, as that term is defined by
s. 40.02 (18f), Stats. See s. ETF 20.35 (3) (d) 2.
Example 1: A person became a participating employee covered by the Wisconsin
retirement system in 1995. The participant terminated employment in 1999 and took a
separation benefit in 2000 thereby closing her Wisconsin retirement system account.
She again became a participating employee on January 1, 2002, and later purchased all
the service forfeited by taking the separation benefit in 2000. The years of service
purchased are added to the participant’s current service balance and are included in the
creditable service used to calculate a formula annuity benefit under s. 40.23 (2) (e),
Stats. However, for all Wisconsin retirement system purposes she is treated as a new
participant as of January 1, 2002. Her account and benefit rights are not restored as
though her account had never been closed.
Example 2. A former member of the state teacher retirement system took a
separation benefit in 1971. Subsequently buying creditable service for teaching services
rendered in 1970 does not confer any present right to the minimum retirement age of 50
for teachers that was in effect in 1970.
Example 3: A former member of either the state or Milwaukee teacher retirement
system before 1964 whose account was later closed by withdrawing member
contributions as a member of either the combined or formula group, or by withdrawing
both member and state deposits as a member of the separate group, does not
reestablish that account by subsequently purchasing credit for the forfeited service. The
former teacher is treated for all WRS purposes as a new employee upon returning to
participating employment. Consequently, any benefits now paid to the participant are not
being paid on the account of a December 31, 1963, member. However, nothing in this
section shall be construed to prevent the Wisconsin department of revenue from
interpreting s. 71.05 (1) (a), Stats., as it sees fit for its purposes.
5. Buying credit for service does not affect or restore earnings for any annual
earnings period or for purposes of calculating a benefit or final average earnings.
(e) Limitation on creditable service purchases. 1. A maximum of two purchases
per calendar year may be made under each of subs. (3) through (8).
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Note: The purchase of the service for the qualifying period, teacher improvement
leave, and previously uncredited service as a junior teacher or executive participating
employee are all intended to be one-time purchases of the entire available credit with
payment-in-full accompanying the application. Applications without full payment would
generally be rejected. However, because a plan-to-plan transfer under s. 40.285 (5),
Stats., is now an available payment option for all forms of creditable service purchase,
the possibility exists that there will be a payment shortfall resulting in proration of the
service purchased as provided by s. 40.285 (5) (c), Stats. This paragraph permits an
additional creditable service purchase of the same type during the same calendar year,
provided the participating employee remains otherwise eligible.
2. A person may not purchase credit for service to the extent that the effect would
be to exceed the 1.0 year limit on creditable service for any annual earnings period. For
purposes of this subdivision, notwithstanding par. (d) 4., the service for which the person
wishes to purchase credit and all the person’s other purchased service credits shall be
treated as if credited under the Wisconsin retirement system or a predecessor retirement
system in the annual earnings periods when the services were actually rendered. The
person’s current creditable service for an annual earnings period together with all
previously granted service credits associated with that annual earnings period, including
but not limited to purchased service credits as provided in this subdivision, shall first be
subtracted from 1.0 year to determine the balance remaining, if any, for each annual
earnings period that may be purchased under this section and s. 40.285, Stats.
Example 1. A participant earned 0.40 years of creditable service working for a
participating employer during the 2004 annual earnings period. During the same annual
earnings period, the participant worked 1,905 hours, the equivalent of one full year of
creditable service, for another governmental employer not covered by the Wisconsin
retirement system. Even if the participant is otherwise eligible to purchase credit for the
other governmental service, no more than 0.60 years of service for the 2004 annual
earnings period may be purchased.
Example 2. A participant whose annual earnings periods are calendar years,
earned 0.60 years of creditable service between January and May 2005 by working
overtime. The participant then terminated and took a separation benefit, forfeiting the
service. The participant then returned to participating employment in July and earned
0.58 years of creditable service for the remainder of 2005. Some years later, the
participant meets the qualifications to purchase the forfeited service. The participant
may not purchase credit for more than 0.42 years of the forfeited service.
(f) Refunds. Refunds may not be made for amounts under the threshold
established by s. 40.285 (7), Stats. Refunds shall be made in the manner provided by
s. 40.285 (6), Stats. Interest on refunds is subject to the provisions of s. 40.08 (6), Stats.
No excess funds transferred to the department by a plan-to-plan transfer may be
refunded directly to the participant. If the department refunds any payment taken from
additional contributions under subd. 2. or 3., it shall restore the refunded amount to the
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additional account as if the transfer had not occurred. The following order of priority shall
determine the sources of any refund due:
1. The participant’s lump sum payment to the department. The refunded amount
shall be paid directly to the participant.
2. Additional contributions transferred from the participant’s after-tax additional
contribution account. The amount refunded shall be transferred back to the participant's
after-tax additional account.
3. Additional contributions transferred from the participant’s tax sheltered
additional contribution account. The amount refunded shall be transferred back to the
participant's tax-sheltered additional account.
4. Funds transferred from another qualified retirement plan under s. 40.285 (5),
Stats. When more than one qualified retirement plan was the source of transferred
funds, the department shall determine the refunded amount to be returned to each
qualified retirement plan.
(g) Treatment of payments. 1. Payments retained by the department shall be
deposited in the participant’s required contribution account under s. 40.04 (4) (a) 1.,
Stats. Except as otherwise provided in subd. 3., if the participant participates in the
variable trust the payment shall be divided between the core and variable accounts in the
same proportion as the participant’s current contributions are so divided at the time that
payment is received.
2. For interest crediting purposes, except as otherwise provided in subd. 3., all
payments received to purchase creditable service including plan-to-plan transfer funds
shall be treated as amounts received during the year in which the department actually
receives the payment or transferred funds.
3. Notwithstanding subd. 2., for interest crediting purposes, funds transferred
from the participant's voluntary employee additional contributions that were in the prior
year’s closing balance of the additional contribution account, including interest credited,
when the transfer occurs shall retain that status so that the participant will not forfeit
interest to be credited on the prior year’s closing balance. Notwithstanding subd. 1.,
amounts transferred from a participant’s additional contributions in the core investment
fund to buy service shall remain in the core investment fund, and additional contributions
transferred from the participant’s variable additional contributions to buy service shall
remain in the variable fund. Nothing in this subdivision shall be construed to affect an
individual's variable cancellation rights under s. ETF 10.30 (5).
(h) Payment shortfalls. 1. For any type of creditable service purchased under
s. 40.285 (2), Stats., if the purchase includes a plan-to-plan transfer and the total amount
received by the department is less that amount required for the purchase of the service,
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and the difference exceeds the threshold for corrections under s. 40.285 (7), Stats., then
the department shall proceed under s. 40.285 (5) (c), Stats., and allow the participant 30
days to pay the difference. If the difference is not received within 30 days after notice is
sent to the participant, the department shall complete the purchase, reducing the amount
of service credit purchased to the credit that can be purchased by the payment actually
received.
Note: See s. ETF 20.17 (3) (d) for the required rules concerning how a forfeited
service purchase is prorated when the participant forfeited service under more than one
category of employment.
2. If the department determines that the actual cost of purchasing service under
s. 40.285 (2), Stats., is greater than the amount estimated by the department for the
participant, and the participant paid the estimated amount in full, then the participant
shall be notified and allowed 30 days to either pay the balance due or withdraw the
application, without prejudice. If the balance due or is not received prior to the deadline,
then the department shall proceed under subdivision paragraph a., b., c. or d., as
appropriate.
a. When a plan-to-plan transfer made up part of the payment, the department
shall proceed under the payment shortfall provisions of s. 40.285 (5) (c), Stats., except
as otherwise provided by subd. par. c. or d.
b. When no plan-to-plan transfer is involved and subdivision paragraphs c. or d.
do not apply, or the participant made a timely request to withdraw the application, the
department shall refund all amounts received as provided in par. (f).
c. If a Wisconsin retirement system annuity or lump sum in lieu of an annuity
under s. 40.25 (1), Stats., is to be paid to the applicant, and the applicant so requests,
the balance due shall be deducted from the lump sum or a subsequent monthly annuity
payment payable. This subdivision paragraph does not apply if the balance due
exceeds the amount of the benefit under s. 40.25 (1), Stats., or if the Department
determines that the amount of the monthly annuity available for this deduction is
insufficient.
d. If the application was for the purchase of credit for forfeited service or other
governmental service, and subdivision paragraph c. does not apply, the department may
complete a partial purchase as provided in sub. (3) (d) or (4) (g), respectively.
(i) No participant withdrawal or cancellation of application; Exception. The
participant may not cancel or withdraw an application to purchase service credits once
any payment has been received by the department, except under the circumstances
specified in par. (h) 2. b.
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(j) Treatment of purchased service credit as pre-2000 or post-1999 service. For
purposes of computing formula annuity benefits under s. 40.23 (2m) (e), Stats., and the
differing multipliers applicable to creditable service that was performed before January 1,
2000, and on and after that date, purchased service credits will be treated as provided in
s. ETF 20.19 (2).
(2) DEFINITIONS. Words, phrases and terms used in this section shall have the
same meanings as set forth in s. 40.02, Stats., and s. ETF 10.01. In addition, in this
section:
(b) “Current earnings” means the participant’s earnings in the most recent
complete annual earnings period, provided the participant was a participating employee
for the full annual earnings period. If the participant was not a participating employee
throughout the most recently ended annual earnings period, “current earnings” means
the product of the participant’s hourly pay rate on the date of application, multiplied by
the number of hours the participant would reasonably be expected to be employed as a
participating employee during the current annual earnings period, assuming that the
participant would continue to be employed for the remainder of the current annual
earnings period.
(c) “Date of application” means the date the signed application on the form
approved by the department for the purchase of the type of service in question is
received by the department, as determined under s. ETF 10.82 (1).
Note: The forms approved by the department for the purchase of service credits
are “Application to Purchase Other Governmental Service,” form ET-2205, “Qualifying
Service Purchase Estimate/Application,” form ET-4314, “Forfeited Service Purchase
Estimate/Application” form ET-4315, “Uncredited Teaching Service Purchase
Estimate/Application,” form ET-4323. These are individually customized forms that
reflect the department’s estimate of the amount required from the participant for that
particular purchase. In addition, where no standard form exists for the type of service
purchase, customized estimates will be prepared by the department upon request. All
forms and estimates are available free upon request to the department at 801 W.
Badger Road, P.O. Box 7931, Madison, WI 53707-7931, or by calling the ETF Call
Center at (608) 266-3285 or toll free at (877) 533-5020. Forms should be requested at
least four (4) weeks before the date the participating employee intends to apply, and
well in advance of any anticipated termination of employment, to allow sufficient time for
the department to calculate the personalized estimates of the cost.
(d) “Military service” means active military service and active service as defined in
s. ETF 10.01 (1g), active duty for training, service as a cadet or student at a U.S. military
service academy, and service in the national guard and the reserves.
(e) “Money purchase balance” means the sum of the participant’s employee
required contributions and accrued interest, including accumulations resulting from
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purchases under this section, plus an amount from the employer reserve equal to the
employee required accumulation less any amount resulting from purchases under s.
40.285 (2) (b), Stats., and interest accumulated on those amounts.
(f) “Other governmental service” means one of the following:
1. Service, other than military service, performed as an employee of any of the
following:
a. The federal government.
b. The government of a U.S. state other than Wisconsin or a political subdivision,
department or agency of such state.
c. An employer as defined by s. 40.02 (28), Stats., that does not participate in the
Wisconsin retirement system with respect to the employee’s employment category.
2. Service as an employee for a participating employer in the Wisconsin
retirement system that was performed before the employer began to participate with
respect to the employee’s employment category, and that has not been recognized by
the employer as creditable prior service.
Note: Under s. 40.21 (6), Stats., an employer may choose to recognize none,
25%, 50%, 75% or 100% of the previous service of existing employees when the
employer first joins the Wisconsin retirement system, and may subsequently increase the
recognized percentage for those who are still participating employees at the time. Any
percentage of an employee’s previous service remaining unrecognized is “other
governmental service” within the meaning of subd. 2.
(3) PURCHASING CREDITABLE SERVICE FORFEITED BY A SEPARATION BENEFIT OR
WITHDRAWAL OF EMPLOYEE OR MEMBER CONTRIBUTIONS. (a) Scope. This subsection applies
to purchases of service under s. 40.285 (2) (a), Stats.
(am) Eligibility criteria. 1. An applicant is eligible to purchase service under this
subsection if, on the date of application, the applicant is a participating employee with at
least 3 continuous years of creditable service, as defined by s. ETF 10.01 (7) and no
break in service between the three continuous years and the application date.
2. For purposes of s. 40.285 (2) (a) 2. b., unless barred because of receipt of a
benefit as provided in subd. 2. or as otherwise provided in this section or s. 40.285,
Stats., a person may purchase credit for rendering services that were then covered by
the state teacher retirement system, Milwaukee teacher retirement fund or Wisconsin
retirement fund, if the person subsequently received a lump sum payment under one of
the separation or withdrawal laws in effect before January 1, 1982, including ss. 41.16,
1969-79 Stats., 42.242 (5), 243 (7) (e), 1957-79 Stats., 42.245 (4), 1965-79 Stats.,
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42.49 (1) (a), 1945-79 Stats., 42.49 (14), 1955-79 Stats., 42.49 (16), 1965-79 Stats.,
42.75 (1), 42.76 (10), 42.78 (6), 1971-75 Stats., 42.86 (1) and (2) and 42.91, 1969-79
Stats., 66.90 (15), 1945 Stats., 66.91, 1947-67 Stats.
3. Conversely, a person who received an annuity, or a lump sum payment in lieu
of an annuity under s. 40.25 (1), is not eligible to purchase credit under s. 40.285 (2) (a)
for any services rendered to a participating employer as a participating employee prior to
payment of the benefit. Correspondingly, no person may purchase credit under s.
40.285 (2) (a) for services rendered prior to receiving a lump sum benefit under the
similar laws in effect for the Wisconsin retirement fund, state teacher retirement system
or Milwaukee teacher retirement fund prior to January 1, 1982, including ss. 41.11, (11),
1969 Stats., 41.11 (8) or (10), 1971-79 Stats., 42.242 (7), 1957-79 Stats., 42.245 (6),
1965-79 Stats., 42.49 (15), 1955-79 Stats., 42.73 (1) and 42.76 (12) (c), 1971-79 Stats.,
42.78 (2) (k) 1. or 2., 1975-79 Stats., and 66.906 (3d), 1967 Stats. Those are not
separation or withdrawal benefit laws within the meaning of s. 40.285 (2) (a) 2. b, Stats.
(b) Service in different categories of employment; Calculation of cost. In cases
where the service to be reestablished was earned in more than one employment
category, separate calculations shall be done for each period of service using the
applicable statutory contribution rate under s. 40.05 (1) (a), Stats. as affected by s. 40.05
(2n) (b), Stats., for each employment category. The department’s estimate to purchase
service shall be calculated based on all the years and fractions of a year of forfeited
service that are then available for purchase under s. 40.285 (2) (a), Stats., and this
subsection, including the limits of s. 40.285 (2) (a) 1. a. and b., Stats., unless the
applicant specifies a lesser amount. If the applicant so requests on the application
received by the department, the final calculation of cost made after the application is
received may include all years and fractions of a year of forfeited service eligible for
purchase under s. 40.285 (2) (a), Stats., as of the date of application.
(d) Proration of multiple category service for payment shortfall. If the participant’s
payment to purchase service forfeited by a separation benefit or withdrawal of employee
or member contributions is less than the amount needed to purchase all of the forfeited
service that the participant is eligible to buy, the department shall complete the purchase
by reducing the service credit purchased to the prorated credit that can be purchased by
the payment actually received. Within each category of employment, the payment
received shall be applied first to purchase service credit eligible to be treated as pre2000 service, as provided in s. ETF 20.19 (2) (d). If the participant has forfeited service
based on employment in more than one category under s. 40.23 (2) (b), Stats., and the
participant does not specify the service category or categories to which the payment is to
be applied, the department shall use the following order of priority in determining to
which category of service to apply the payment, until the amount paid is exhausted:
1. Service as a protective occupation participant not subject to the federal Social
Security Act, as described in s. 40.23 (2m) (e) 4, Stats.
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2. Service as a protective occupation participant subject to the federal Social
Security Act as described in s. 40.23 (2m) (e) 3., Stats.
3. Service as an elected official, as described in s. 40.23 (2m) (e) 2., Stats.
Service as an executive participating employee, as described in s. 40.23 (2m) (e)
2., Stats.
5. Service described in s. 40.23 (2m) (e) 1, Stats., as a teacher, as that term is as
defined in s. 40.02 (55), Stats.
6. Service as a general category employee as described in s. 40.23 (2m) (e) 1,
Stats., excluding service as a teacher.
(4) PURCHASE AND CREDITING OF OTHER GOVERNMENTAL SERVICE. (a) Scope. This
subsection applies to creditable service purchases under s. 40.285 (2) (b), Stats.
(b) Eligibility criteria. The department shall grant creditable service for other
governmental service to participants who meet all of the following requirements:
1. On the date of application, the applicant is a participating employee with at
least 3 continuous years of creditable service, as defined by s. ETF 10.01 (7), with no
break in service between the three continuous years and the application date.
2. With respect to the other governmental service for which credit is to be
purchased, the participant was the employee of a federal, state or local governmental
entity. In this paragraph, notwithstanding s. 40.02 (26) and (28), Stats., the terms
“employee” and “employer” have their common meanings. The term “employee” does
not include an unpaid volunteer, an independent contractor, a person contracted to
furnish more than his or her personal services, a patient or inmate of a hospital, home or
institution who performs services therein, or anyone who did not receive salary, wages or
other compensation for his or her services. Employment by a private or non–profit entity
which received government moneys or which was under contract to provide services to
or on behalf of a governmental entity does not constitute employment with a
governmental entity.
3. The participant submits an application to the department with payment, on a
form approved by the department. The applicant shall then have 90 days to complete
the application process by submitting all of the following:
a. Evidence that the service was other governmental service and which meets the
requirements of par. (c). The department’s determination as to the sufficiency of the
documentation shall be subject to timely appeal to the employee trust funds board under
ch. ETF 11.
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b. A written certification by the employer for which the service was rendered that
the service will not be used to establish entitlement to, or the amount of, any other
pension or retirement benefit from a plan for federal, state or local government
employees which is subject to s. 401 or 403 of the internal revenue code, except for a
disability or OASDHI benefit or a benefit paid for service in the national guard and the
reserves. If the participant is unable to obtain the employer’s certification through
reasonable efforts, the department may accept the employee’s affidavit in lieu of the
employer's certification, or contact the employer directly.
Note: If the federal, state or local governmental retirement or pension plan, like
the Wisconsin retirement system, provides a benefit defined in part by service but also
includes an alternative money-purchase benefit, then service under that plan is used to
establish entitlement even if the particular individual received a benefit calculated without
reference to years of service. The same is true for any plan with a vesting requirement.
(c) Required evidence of service. A participant who proposes to purchase other
governmental service shall provide to the department all of the following:
1. The correct name and current or latest address, and telephone number, if any,
of the employer for which the service was rendered.
2. The dates of service for the other governmental employer, including the
beginning and ending dates of each period of employment.
3. Evidence of whether the employment was considered full-time or part-time, and
of the number of hours worked in each calendar year, sufficient to establish the amount
of service which the participant is eligible to purchase. Full-time employment will be
assumed to be 8 hours per day and 40 hours per week, absent a showing that the
employer established a different standard. Years of service shall be calculated from
hours of service rendered in the manner provided in s. ETF 10.03 (3).
4. Evidence that the employer was a federal, state, or local governmental entity in
the United States. The department may rely on the determination of the social security
administration as to whether an employer is a governmental entity.
5. Evidence that the participant was an employee of the governmental entity.
6. Evidence that the service required, or was expected to require, at least 600
hours of employment per calendar year, regardless of whether the employment involved
teaching in any form.
7. The employee’s sworn certification that all of the following are true:
a. The service was not performed as an independent contractor or subject to a
contract under which the employee furnishing more than his or her personal services.
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b. That the services were not performed as a student assistant, or as an
employee-in-training or for a school or other educational institution where the employee
was a student attending classes and performing services incidental to the course of
study.
c. The services were not performed on or after April 23, 1992, while the person
was a full-time student who had not attained age 20.
d. The services were not performed after the person had already become an
annuitant, excluding annuities received in the capacity of another person’s beneficiary,
named survivor or alternate payee.
e. The services performed for a hospital, home or institution while the person was
a patient or inmate.
f. The employer was not a private or non-profit entity under a contract to provide
services to or on behalf of a governmental entity.
(d) Cost to purchase other governmental service. 1. The cost to purchase other
governmental service is intended to fully fund the anticipated benefit increase provided
by the purchased service credit, based on the laws then in effect.
2. The actuary shall devise the method for calculating the cost to purchase other
governmental service. The actuary’s calculation shall use the same economic and
actuarial assumptions used in the actuary’s valuations of the Wisconsin retirement
system. The actuary shall establish the factors necessary to determine the actuarial
value to each applicant of the purchased service credit. Those factors shall include,
without limitation:
a. The participant’s current employment category as determined under s. 40.23
(2m) (e), Stats. If the participant is employed in 2 or more categories on the date of
application, the computation shall be based on the current employment category in which
the participant has accrued the most creditable service.
b. The participant’s earnings for the last completed annual earnings period, as of
January 1 preceding the date of application..
c. The number of years, in hundredths of a year, of service credit the participant
requests to purchase.

d. The participant’s date of birth.
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e. The participant’s accumulated employee required contributions, including
interest, as of the January 1 preceding the date of application.
f. Twelve times the participant’s final average earnings determined as of January
1 preceding the date of application.
g. The participant’s years of creditable , including all previously purchased service
credit, by employment category and by pre-2000 and post-1999 service.
h. The participant’s variable excess or deficiency balance under s. 40.23 (2m) (c),
Stats., as of January 1 preceding the date of application.
3. The actuary may, at any time, change the method of calculating the cost of
other governmental service credits if warranted by changes in the benefit laws or
valuation assumptions of the Wisconsin retirement system or by other factors the actuary
determines to be actuarially significant. The actuary’s new method of calculation shall be
applied as soon as possible unless a delayed effective date is recommended by the
actuary. The department may complete pending transactions and honor cost estimates
produced before the new method of calculation went into effect.
(e) Creditable service based on purchase of other governmental service;
Limitations. 1. The amount of other governmental service purchased through all
purchases made under this section may not exceed the amount of the participant’s
creditable service earned under the Wisconsin retirement system and credited as of the
date of the last application to purchase other governmental service, excluding any
service previously purchased by the participant.
2. Other governmental service shall be credited in the general employment
category regardless of the employee’s current employment category or the nature of the
service, and benefits based on the purchased service shall be calculated under s. 40.23
(2m) (e) 1., Stats.
3. Service, including teaching service, shall be granted in hundredths of a year, at
the rate of one year for 1,904 hours or more worked in one calendar year. If the
participant worked less than 1,904 hours in a calendar year, the partial year of other
governmental service shall be calculated by dividing the number of hours worked by
1,904.
4. A participant’s total creditable service in any annual earnings period from all
sources may not exceed one year.
5. Creditable service purchased under this section shall be used solely to
calculate a formula annuity benefit amount based upon years of creditable service, as
under ss. 40.23 (2) (b) or (2m) (e), 40.25 (1), 40.63 (8), and 40.73 (1) (c), Stats. The
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department may not consider purchased other governmental service for any other
purpose, including but not limited to determining:
b. Whether the participant has met the service requirements for disability benefits
under s. 40.63 (1) (a) or (4), Stats., or s. ETF 50.50 (2) (b).
c. Whether the participant has met the service requirements to continue insurance
after termination of employment under s. 40.02 (25) (b) 6. a., 6e. 6m. b., 6r., or 40.72 (4)
(b), Stats.
d. The amount of creditable service which the participant is eligible to reestablish
under s. 40.285 (2) (a), Stats., or to purchase under this subsection.
e. The amount of creditable military service for which the participant is eligible
under s. 40.02 (15) (c), Stats.
f. Notwithstanding sub. (1) (g) 1., if any service for a Wisconsin employer which
has been credited under this section is subsequently recognized as creditable prior
service under s. 40.21 (6), Stats., the participant’s creditable service for other
governmental service shall be reduced accordingly and the associated contributions plus
the interest credited to those contributions shall be transferred to the employee’s
additional account and shall be available to the employee in the same manner as other
contributions under s. 40.05 (1) (a) 5., Stats. No other refund to the employee may be
made.
(f) Payments received to purchase other governmental service; Limitations on
benefits. The department shall account for amounts received to purchase other
governmental service, and the interest credited to such in a manner that permits
identifying and subtracting such funds from amounts to be increased by a matching
amount from the employer reserve when computing a money purchase annuity or a
death benefit, as provided by ss. 40.23 (3) and 40.73 (1) (am), Stats., and for purposes
of calculating the hypothetical annuity under s. 40.73 (1) (c), Stats.
(g) Payment shortfall. If the participant does not withdraw the application or pay
the balance due on a payment shortfall within 30 days after notice is sent to the
participant, the department shall complete the purchase, either by deducting the amount
due from the participant’s annuity, if any, as provided in sub. (1) (h) or by reducing the
amount of service credit purchased to the credit that can be purchased by the payment
actually received.
(5) CREDIT FOR SERVICE DURING QUALIFYING PERIOD. (a) Scope. This subsection
applies to purchases of service under s. 40.285 (2) (d), Stats.
(b) Calculation of amount due. The department’s estimate to purchase service
shall be calculated based on the fraction of a year of qualifying service that is available
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for purchase under s. 40.285 (2) (d), Stats., and this subsection. The payment to
purchase qualifying service as provided in s. 40.285 (2) (d), Stats., shall be based on the
applicant’s highest earnings in a single annual earnings period as of the date of
application. The earnings shall be annualized prior to calculating the amount due from an
applicant who earned less than a full year of service in the highest annual earnings
period as defined in s. 40.02 (3), Stats.
Example 1. Calendar year 2005 was the applicant’s highest annual earnings
period on the date her application to purchase service is received. During 2005, the
applicant had 0.75 years of creditable service and $27,000 in earnings. The earnings
will be “annualized” to $36,000 (i.e., $27,000 divided by 0.75) and that amount will be
used for purposes of calculating the payment due.
Example 2. An applicant whose annual earnings periods are calendar years had
$34,000 in earnings and 1.0 years of creditable service in 2004, the highest earnings
reported for any calendar year as of the date of application. The applicant also had
$27,000 in earnings but only 0.75 years of creditable service in 2005. For purposes of
calculating the payment due, the actual earnings for 2004 will be used because that is
the highest earnings year, and the department will not annualize the lower 2005 earnings
to $36,000.
(c) Requirement to first purchase forfeited service. If a participating employee has
previously received a separation benefit or withdrawal of member contributions after
serving a qualifying period, the participant may purchase credit for a qualifying period
only if the participant has first reestablished the maximum possible years of forfeited
creditable service under s. 40.285 (2), Stats. that the participant is eligible to buy as of
the date that the department receives the application to buy qualifying service.
(d) Employment category to be credited. The qualifying period of service shall be
credited to the employment category in which the service would be credited if the
qualifying service had been creditable at the time it was performed.
(6) PURCHASE OF SERVICE FOR TEACHER IMPROVEMENT LEAVE. (a) Scope. This
subsection applies to purchase of creditable service under s. 40.285 (2) (e), Stats.
(b) Eligibility; Board of regents certification. In addition to the other requirements
of sub. (1) for applying, the applicant is responsible for first applying to the board of
regents as required by s. 40.285 (2) (e) 1., Stats., and obtaining the certification of the
period of compensated teacher improvement leave occurring between January 1, 1964,
and August 31, 1967. The board of regents certification must be submitted to the
department in order to obtain the application form to apply to purchase credit for the
service.
Note: “Uncredited Teaching Service Purchase Estimate/Application,” form
ET-4323.
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(c) Calculation of amount due. The department’s estimate to purchase service
shall be calculated based on all the years and fractions of a year of teacher improvement
leave that are identified in the board of regents’ certification and are available for
purchase under s. 40.285 (2) (e), Stats., and this subsection.
(7) PURCHASE OF PREVIOUSLY UNCREDITED SERVICE AS A JUNIOR TEACHER. (a)
Scope. This subsection applies to purchase of creditable service under s. 40.285 (2) (f),
Stats.
(b) Eligibility. Purchase of service under this subsection is available only to
participating employees who were both:
1. Engaged as a principal occupation in teaching in the public schools, state
colleges or university of the state or any political subdivision of the state, excluding the
city of Milwaukee.
2. So employed during any part of a school year prior to the 1957-58 school year,
when the teacher’s 25th birthday had not occurred by the July 1 immediately preceding
the beginning of the school year.
(c) Calculation of amount due. The department’s estimate to purchase service
shall be calculated based on all the years and fractions of a year of junior teaching
service that are available for purchase under s. 40.285 (2) (f), Stats., and this subsection.
(8) PURCHASE OF PREVIOUSLY UNCREDITED SERVICE AS AN EXECUTIVE OFFICIAL.
(a) Scope. This subsection applies to purchases of previously uncredited service as an
executive official under 40.285 (2) (c), Stats.
(b) Eligibility. Except as provided in par. (c), any current participating employee
who, on or after May 3, 1988, was an executive participating employee as defined by
s. 40.02 (30), Stats., may purchase credit under s. 40.285 (2) (c), Stats., for service
previously uncredited due to any statutory age restriction for persons over age 62,
provided the participating employee also meets the criteria of subd. 1. or 2. or both.
1. Was born before January 1, 1920, and who at any time from July 1, 1974
through September 30, 1981, held a position listed in s. 20.923 (4), (8) or (9), Stats.,
during the time of employment.
Note: Section 20.926 (1) (a), Stats., as in effect from July 1, 1974, through
December 31, 1981, excluded credit for service in such position rendered after the end
of the calendar quarter in which the person attained age 62.
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2. Was born before February 1, 1926, and who at any time from October 1, 1981,
through January 31, 1988, held a position listed in s. 20.923 (4), (8) or (9), Stats., during
the time of employment.
Note 1: Section 40.02 (17) (c), Stats., as in effect from January 1, 1982, until May
3, 1988, barred creditable service for persons in such positions after the first day of the
fourth month commencing after attaining the age of 62.
Note 2: The referenced positions listed in s. 20.923 (4), (8) and (9), Stats.,
include the president of the university of Wisconsin system, which was so listed in s.
20.923 (4) (j) 1., Stats., effective from August 4, 1973, and at all times material to
s. 40.285 (2) (c), Stats.
(c) Exclusion from eligibility. No person who purchased creditable service under
s. 40.02 (17) (e), Stats., as in effect from May 3, 1988, until July 26, 2003, is eligible to
purchase creditable service under s. 40.285 (2) (c), Stats.
(d) Calculation of amount due. The department’s estimate shall be calculated
based on all the years and fractions of a year of previously uncredited service that are
available for purchase under s. 40.285 (2) (c), Stats., and this subsection. All
participating employees purchasing service under s. 40.285 (2) (c), Stats., shall pay the
same rate for such service, as prescribed by that statute, regardless of whether the
participating employee is a present or former elected official or an appointee of such an
official.
(e) No retroactive effect on prior payment. No present or former elected official,
or an appointee of such an official, who purchased service under former s. 40.02 (17)
(e), Stats., as in effect from May 3, 1988 through August 14, 1991, shall be entitled to
any refund or additional benefit based upon the amendment of s. 40.02 (17) (e), 1989
Stats., by 1991 Wisconsin act 39 or the renumbering and subsequent amendment of
s. 40.02 (17) (e), Stats., by 2003 Wisconsin act 33.

SECTION 4. ETF 20.18 is repealed.
SECTION 5. ETF 20.19 (2) (b) is amended to read:
ETF 20.19 (2) (b) Purchased creditable service credit under s. 40.285 (2) (a),
Stats., for service forfeited after January 1, 2000 shall be considered to be performed on
or after January 1, 2000 treated as post-1999 service, regardless of when the services
were actually rendered. This same treatment applies to purchased service credit for
service that was originally forfeited before January 1, 2000, then purchased under s.
40.285 (2) (a), Stats., or s. 40.25 (6), 1981-2001 Stats., was subsequently forfeited after
January 1, 2000, through a separation benefit paid under s. 40.25 (2), Stats., then later
purchased under s. 40.285 (2) (a), Stats., or s. 40.25 (6) 1999-2001 Stats.
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SECTION 6. A Note following ETF 20.19 (2) (b) is created to read:
ETF 20.19 (2) (b) Note: Section 40.25 (6), Stats., was repealed by 2003 Wis. Act
33.
SECTION 7. ETF 20.19 (2) (c) and the Note following are repealed and ETF 20.19 (2)
(c) is recreated to read:
ETF 20.19 (2) (c) Purchased service credit under s. 40.285 (2) (a), Stats., for
creditable service forfeited before January 1, 2000, will be treated as pre-2000 service if
the creditable service in question was forfeited before January 1, 2000, regardless of
when the service credit is purchased.
SECTION 8. ETF 20.19 (2) (d) is amended to read:
(d) A If for any reason a participant who applies to purchase forfeited service
under s. 40.25 (6), Stats., and is eligible to purchase service credit for both service that
was forfeited before January 1, 2000 and service that was forfeited after January 1,
2000, purchases less than all of the available service credit, then the payment received
shall first be applied to purchase credit for service treated as pre-2000 service but is not
eligible to purchase all of the forfeited service due to the restrictions in s. 40.25 (6) (a) 2.,
Stats., shall first receive credit for the maximum possible amount of purchased service
that would be considered to be performed before January 1, 2000.
Note: Section 40.25 (6), Stats., was repealed by 2003 Wis. Act 33.

SECTION 9. ETF 20.19 (2) (dm) is created to read:
ETF 20.19 (2) (dm) Purchased service credits under s. 40.285 (2) (b), Stats., for
other governmental service will be treated as pre-2000 or post-1999 service depending
on when the actual services for which credit is purchased were rendered to the
governmental entity described in ETF 20.17 (1) (f).

SECTION 10. ETF 20.35 (3) (d) 2. is amended to read:
ETF 20.25 (3) (d) 2. 'Purchased service credits.' If the department has received
the participant's application and payment to purchase creditable service before the
decree date, the purchased Previously purchased service shall be divided in the same
proportion as the other portions of the participant's account and creditable service. If an
application to purchase creditable service is received prior to the decree date, as defined
by s. 40.02 (18f), Stats., then service for which payment is made shall be included in the
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division. The department shall pay any refund due only to the participant and shall bill
only the participant for Any refunds any or billing for supplemental payment due for such
purchased service shall be divided between the participant and alternate payee in the
same proportion as the service was divided. No refund shall be due to the participant
from the department for the portion of any excess payment withdrawn from the public
employee trust fund by the alternate payee. Credit for service purchased by an
application received after the decree date shall not be divided by the qualified domestic
relations order regardless of the source of the funds for the purchase or when the
services were actually rendered.

SECTION 11. ETF 50.50 (2) (b) is amended to read:
ETF 50.50 (2) (b) Minimum creditable service. Except as provided in par. (c), the
claimant must have earned at least 0.33 years of creditable current service or prior
service, or both, in each of at least 5 calendar years not including any calendar year
preceding by more than 7 calendar years the year in which the claim for LTDI benefits is
received by the department. Repurchased service Service credit purchased under s.
40.285 (2) (a), Stats., may be counted towards this requirement only if the service itself
was rendered during the calendar year of the application or the preceding 7 calendar
years. For this purpose, the service credit purchased under s. 40.285 (a) (a), Stats., shall
be allocated to the specific year or years as the forfeited service was originally credited.
Purchase of forfeited service may not qualify a person under this paragraph if the person
would not have qualified had no service been forfeited. Creditable military service
granted under s. 40.02 (15) (a), Stats., or the federal uniformed services employment
and reemployment rights act is counted towards this requirement as if the employee had
been employed by a participating employer during the period of service. Creditable
military service granted under s. 40.02 (15) (c), Stats., does not satisfy this requirement.
Note: The use of purchased service credit to meet this requirement for creditable
service in certain annual earnings periods is an express exception to the general rule of
s. ETF 20.17 (1) (d) 4.

(end of rule text)
Effective Date
This rule shall become effective upon the first day of the month following
publication as provided by s. 227.22 (2) (intro.).
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RNS:WF
LEGISLATIVE COUNCIL RULES CLEARINGHOUSE REPORT
This rule has been reviewed by the Rules Clearinghouse. Based on that review,
comments are reported as noted below:
1.

STATUTORY AUTHORITY [s. 227.15 (2) (a)]
Comment Attached

2.

NO

YES

9

NO

YES

9

NO

YES

9

NO

POTENTIAL CONFLICTS WITH, AND COMPARABILITY TO, RELATED FEDERAL
REGULATIONS [s. 227.15 (2) (g)]
Comment Attached

7.

9

CLARITY, GRAMMAR, PUNCTUATION AND USE OF PLAIN LANGUAGE [s. 227.15 (2)

Comment Attached
6.

YES

ADEQUACY OF REFERENCES TO RELATED STATUTES, RULES AND FORMS
[s. 227.15 (2) (e)]
Comment Attached

5.
(f)]

9

CONFLICT WITH OR DUPLICATION OF EXISTING RULES [s. 227.15 (2) (d)]
Comment Attached

4.

NO

FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE CODE [s. 227.15 (2) (c)]
Comment Attached

3.

YES

YES

NO

9

COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS [s. 227.15 (2) (h)]
Comment Attached

YES

NO
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Ronald Sklansky
Clearinghouse Director

Terry C. Anderson
Legislative Council Director

Richard Sweet
Clearinghouse Assistant Director

Laura D. Rose
Legislative Council Deputy Director

CLEARINGHOUSE RULE 07-062
Comments
[NOTE: All citations to “Manual” in the comments below are to the
Administrative Rules Procedures Manual, prepared by the Revisor of
Statutes Bureau and the Legislative Council Staff, dated January 2005.]

2. Form, Style and Placement in Administrative Code
a. In many instances, references to the statutes in Clearinghouse Rule 07062 lack the required reference to “Stats.” It is suggested that the entire
rule be reviewed to remedy this deficiency.
b. It is suggested that “expressly” and “to the contrary” be deleted from s.
ETF 20.17 (1) (d) 4.
c. In s. ETF 20.17 (1) (g) 3., the citation at the end should be preceded by
“s.”
d. Section ETF 20.17 (2) (a) defines “at the time of application” to mean “on
the date of application.” “Date of application” is defined in s. ETF 20.17
(2) (c). Would it be possible to simplify Clearinghouse Rule 07-062 by
using only one of the defined terms?
e. The note following s. ETF 20.17 (2) (c) should indicate where the forms
may be obtained. Are they available on the Internet?
f. In s. ETF 20.17 (4) (b) 3. a., “as defined by sub. (2) (f)” is unnecessary
and should be deleted.
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g. Section ETF 20.17 (8) (c) refers to a person who purchases creditable
service under “former” s. 40.02 (17) (e), Stats. A more specific reference
to the period when the statute was in effect, similar to the reference in s.
ETF 20.17 (7) (e), is necessary.
3. Conflict With or Duplication of Existing Rules
The rule repeals s. 20.15. Since current s. ETF 11.16 (2) (c) refers to s. ETF
20.15 (2) (c), this cross-reference will need to be corrected.
4. Adequacy of References to Related Statutes, Rules and Forms
a. The reference to s. 40.23 (2) (fm), Stats., in note 1 to s. ETF 20.17 (1) (d)
should be to s. 40.23 (2m) (fm), Stats.
b. The reference to s. 20.23 (2m) (f) 2., Stats., in note 2 to s. ETF 20.17 (1)
(d) should be to s. 40.23 (2m) (f) 2., Stats.
5. Clarity, Grammar, Punctuation and Use of Plain Language
a. In the third sentence under “Explanation of agency authority,” “less than”
should replace “less that.”
b. In the first sentence describing Iowa’s rules, “post-7/1/19898” appears to
be a typographical error.
c. Section ETF 20.17 (1) (b) 1. states that the Department of Employee
Trust Funds (ETF) shall update and correct the calculation of the amount
due to purchase creditable service after a completed application and
“initial payment is actually received,”. This statement is ambiguous,
because s. 40.285 (4) (b), Stats., authorizes ETF to accept an application
if at least 10% of the estimated cost of creditable service is included with
the application and the remainder of the estimated cost is received no
later than 90 days after receipt of the application in the form of a plan-toplan transfer. The requirement that the initial payment be “actually
received” is not clear concerning whether payment of the estimated 10%
cost satisfies the requirement in s. ETF 20.17 (1) (b).
d. It is suggested that the phrase “going forward” be deleted from s. ETF
20.17 (1) (d). This phrase is ambiguous. If the phrase is meant to
convey that the purchase of creditable service has no retroactive effect,
this is more clearly stated in the remainder of par. (d).
e. The last sentence of s. ETF 20.17 (1) (e) 2. is ambiguous. This
subdivision limits the purchase of creditable service so that no more than
one year of service can be credited for any annual earnings period. It is
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not clear how a person’s current creditable service for the annual
earnings periods in question will be considered for purposes of this
subdivision. It is suggested that the department clarify this matter.
f. Should the reference to a participant’s “fixed” additional contributions in
s. ETF 20.17 (1) (g) 3. be a reference to a participant’s “core” additional
contributions?
g. Under certain circumstances, s. ETF 20.17 (1) (h) 2. c. allows an
applicant for the purchase of creditable service to request any amounts
owed to ETF for the purchase of creditable service be deducted from his
or her retirement system benefit. The rule subdivision paragraph allows
this “notwithstanding” s. 40.08 (1), Stats. Because the purpose of
administrative rules are to interpret statutes, it is not proper to state that
the rule applies notwithstanding the statute. If the department believes
there is statutory authority for the administrative rule even though a
statute appears to conflict with it, the department should, perhaps in a
note to the rule, explain why it believes there is statutory authority. This
comment also applies to s. ETF 20.17 (3) (f).
Section 40.08(1), Stats., prohibits the assignment of benefits
payable by ETF. Because this statutory restriction can easily be
interpreted to prohibit the assignment of ETF benefits to third parties and
not to prohibit a beneficiary from using some of his or her retirement
benefits to pay for the purchase of creditable service, it does not appear
necessary to state that s. ETF 20.17(1) (h) 2. c. applies “notwithstanding”
the statute.
h. The second occurrence of the word “or” in s. ETF 20.17(1) (h) 2. c.
should be “of.”
i.

It is suggested that the term “at least” be deleted from s. ETF 20.17 (2) (f)
1. c.

j. Section 40.285 (2) (a), Stats., requires that a participating employee must
have at least three continuous years of creditable service at the time of
application to purchase forfeited service. However, s. ETF 20.17 (3),
which relates to the purchase of forfeited service, does not contain this
requirement. The lack of reference to this requirement appears more
significant because it is included in s. ETF 20.17 (4), relating to the
purchase of other governmental service. It is suggested that the
language of s. ETF 20.17 (4) (b) 1. be inserted in s. ETF 20.17 (3).
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Response to Legislative Council Staff Recommendations
The DETF implemented all the Legislative Council Staff recommendations, with
two exceptions.
Comment 3 suggested amending s. ETF 11.16 (2) (c) because it includes a crossreference to s. ETF 20.15, a provision repealed by this rule-making. The
department has concluded that s. ETF 11.16 (2) (c) is obsolete and therefore
added its repeal to this rule-making.
The Legislative Council Staff comments 5.g. and 5.j. concern eligibility to
purchase forfeited service. The department addressed these suggestions by
adding s. ETF 20.17 (3) (am), titled “Eligibility criteria,” to the rule text. This first
subdivision of this new provision repeats the three continuous years of creditable
service prerequisite from s. 40.285 (2) (a) 1. a., Stats., as recommended. The
second subdivision of the new paragraph lists the pre-1982 separation and
withdrawal statutes of the former Wisconsin retirement fund, state teacher
retirement system and Milwaukee teacher retirement fund that do give rise to
eligibility to purchase service. This listing of specific statutes replaces the attempt
to broadly describe pre-1982 laws by their effect as originally proposed in s. ETF
20.17 (3) (f). That paragraph is now deleted from this rule-making.
In addition to modifying the text of the rule accordingly, the original analysis of the
proposed rule has now been revised to conform with the new rule text.
List of Persons Appearing or Registering For or Against the Rules.
No persons registered either for or against the rule at the public hearing on
July 12, 2007.
Summary of Comments Received at Public Hearing.
No person wished to testify concerning the rule. The record was held open for
written comments until 4:30 p.m. on July 13, 2007, but no comments were
received.
Modifications to Rule as Originally Proposed.
No changes were made from the original proposal as a result of public comments.
However, because of the removal during the legislative process of the provisions
originally in 2007 Senate Bill 40 pertaining to educational support personal and
affecting ss. 40.02 (17) (intro.) and (33), 40.22 (2) (a), (2m) (intro.), (a) and (3) (b),
Stats., the proposed creation of s. ETF 20.17 (3) (d) 4m. has been removed from
this rule-making.
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The Department has made a number of changes to the proposed rule text upon
further consideration. The description of the cost of purchasing credit for other
governmental service was originally carried over with minor changes from the
present WIS. ADMIN. CODE § ETF 20.18 (5) to proposed s. ETF 20.17 (4) (d).
However, s. ETF 20.17 (4) (d) has now been revised to simplify the provision and
to better describe the data the Department will input into the actuary’s method of
calculation. The actuary is in the process of revising the method of calculating
cost. Proposed s. ETF 20.17 (4) (d) 3. intro., e. and f. are deleted, but the factors
listed have been combined with the list in subdivision 2. A new factor, concerning
the participant’s variable excess or deficiency, applicable to participants in the
variable retirement investment trust has been added. The requirement from the
proposed rule that the actuary assume that any participating employee who has
reached eligibility for an unreduced formula annuity benefit will retire after
completing the transaction, has been removed. While it is not possible to precisely
calculate the actuarial value of purchasing credit for other governmental service
except at the time of retirement, the revised list of factors to be taken into account
by the actuary, and the actuary’s new cost methodology, are intended to achieve
more accurate results.
The Department made several technical and editorial changes to the rule text for
added clarity. A Note was added following s. 20.17 (1) (b) 3. to further explain the
deadline for applying to purchase credit for forfeited service when the applicant is
both a part-time elected official and a participant because of other service.
The text of s. ETF 20.17 (1) (c) 5., (3) (am) 1. and (4) (b) 1., describing the
eligibility criteria for purchasing service, generally, and forfeited service and other
governmental service in particular, were modified to clarify that there may be no
break in service between the requisite three continuous years of service and the
purchase of service credit.
Subdivision ETF 20.17 (1) (d) 5. was added to state that buying credit for service
does affect the earnings amounts that will be used for calculating benefits, since
the service purchase does not affect or restore any earnings amounts.
The word “prorated” was deleted from the provisions on payment shortfalls in s.
ETF 20.17 (1) (h) 1., 2. d. and (4) (g) because the cost of part of the credits for
other governmental service for which the estimate was prepared may not be
proportional to the whole.
The description of how retiree may pay a shortfall by asking the Department to
withhold the balance due from an upcoming annuity payment has been revised
slightly to give the Department discretion to determine whether the amount that
may be withheld is sufficient to allow use of this payment option.
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A purely editorial change was made by deleting the word “then” in s. ETF 20.17
(1) (h) 2. a. A typographical error in s. ETF 20.17 (1) (I) was corrected by
substituting “service credits” for the word “creditable” to describe the purchase.
The words “as affected by s. 40.05 (2n) (b), Stats.” were inserted into s. ETF
20.17 (3) (b) to modify the reference to the statutory contribution rates used to
calculate the cost of purchasing credit for forfeited service. The actual
contribution rate applicable to a period of service will be used, even if that rate
was reduced below the statutory figure through operation of the benefit
adjustment contribution rate and s. 40.05 (2n) (b), Stats.
A sentence was added to s. ETF 20.17 (4) (c) 7. d. This clarifies that a
participating employee who has received an annuity from the Wisconsin
Retirement System as the beneficiary, alternate payee or named survivor of
another participant may still purchase service credit for other governmental
services rendered after receiving those particular annuities.
Subdivision paragraph s. ETF 20.17 (4) (e) 5. a. was deleted because no one
eligible to purchase credit for other governmental service is now subject to the
referenced vesting provision.
In Section 5, the reference to amending s. ETF 20.19 (2) (a) is deleted as both the
proposed and final rule amend only s. ETF 20.19 (2) (b).
Modifications to the Analysis Accompanying the Proposed Rule.
References in the analysis to “the proposed rule” were changed to “this rulemaking” as appropriate to differentiate the final draft report. The original analysis
has been slightly revised in accord with suggestions by the Legislative Council
Staff and to conform with the modifications to the rule text recommended in their
Clearinghouse Report as well as the changes in the proposed rule text described
above.
Modifications to the Initial Fiscal Estimate
None.
Board Authorization for Promulgation
This final draft report on Clearinghouse Rule #07-062 has been duly approved for
submission to the Legislature, and for promulgation, by the Department of
Employee Trust Funds and by:
The Employee Trust Funds Board at its meeting on ______.
The Group Insurance Board at its meeting on August 28, 2007.
The Teacher’s Retirement Board at its meeting on ______.
The Wisconsin Retirement Board at its meeting on ______.

49

Respectfully submitted,
DEPARTMENT OF EMPLOYEE TRUST FUNDS

________________________________
David A. Stella
DETF Secretary

Date: _______________
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STATE OF WISCONSIN
Department of Employee Trust Funds
David A. Stella
SECRETARY

801 W Badger Road
PO Box 7931
Madison WI 53707-7931
1-877-533-5020 (toll free)
Fax (608) 267-4549
http://etf.wi.gov

CORRESPONDENCE MEMORANDUM
DATE:

February 29, 2008

TO:

Teacher Retirement Board
Wisconsin Retirement Board
Employee Trust Funds Board

FROM:

Robert Weber, Chief Counsel

SUBJECT:

Administrative Rule for Purchase of Service Credit (CR#07-062)

Each Board is asked to adopt a motion to approve the Final Draft Report on
Clearinghouse Rule 07-062 for submission to the Legislature and promulgation.
The Group Insurance Board has already approved this report. If approved by the retirement
boards, the next step in the promulgation process is to send the Final Draft Report to the
Legislature for committee review.
The rule making covers purchases of service credit under the Wisconsin Retirement System
(WRS) in general and specific to provisions on each of the six types of service purchase
available. The most significant of these are: credit for service forfeited by taking a separation
benefit (or similar pre-1982 withdrawal) and credit for “other governmental service” (OGS),
which are services rendered to a federal, state or local governmental employer that does not
participate in the WRS. Military service is excluded from OGS. But OGS does include services
*
rendered to a current WRS employer before the employer participated in the WRS. This rule
making interprets WIS. STAT. § 40.285.
The proposed rulemaking brings together the ETF regulations on purchased service into a
single section of the Administrative Code. The rule retains the codification of some key past
policies, revises current rule language to reflect legislative and policy changes, corrects
outdated statutory and rule cross-references and deletes provisions in the current rules that
have become obsolete since the last revisions in 1997.
The Department has made a number of changes to the proposed rule text since it was last
discussed with the Boards. Those changes are described below:
•

Changes were made to the provisions relating to the purchase of credit for OGS. Purchases
of OGS are complicated because of the requirement that the cost be equal to the actuarial

Reviewed and approved by Robert J. Conlin, Deputy Secretary.
___________________________________________
Signature

____________
Date
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value of the credit purchased. Various aspects of a person’s unique WRS coverage history
can affect the value of this kind of purchase. Unless the purchase is made at retirement, the
value can only be estimated based upon a number of assumptions. The text of the
proposed rule largely carried over provisions of the existing administrative rule on this topic.
However, the Department has discovered anomalies in the existing method of calculating
the value of an OGS purchase. The Department has shared these odd and inconsistent
results with the actuary and asked the actuary to develop a more reliable method of
calculating the cost of OGS service. The text of the rule was revised to list some of the
factors now considered significant to making more accurate calculations and to facilitate
making other adjustments in the methodology that the actuary deems appropriate.
•

*

Technical, grammatical, and other editorial changes were made in response to comments
raised as part of the Legislative Council Clearinghouse process and internal staff review.
Issues raised by the Legislative Council are listed beginning on page 42 of the attached.
The Department’s response and a listing of staff-initiated changes begin on page 47 of the
attached.

The other four kinds of credit that may be purchased relate to services rendered decades ago
and are therefore becoming archaic. They are: (1) credit for the 6-month qualifying period required for
Wisconsin Retirement Fund employees until January 1, 1973; (2) credit for a pre-08/31/1967 teacher
improvement leave certified by the UW Board of Regents; (3) previously uncredited pre-1988 service in
certain executive positions that was excluded from credit under the Wisconsin Retirement Fund because
the employee was over 62; and, (4) previously uncredited service before the 1957-58 school year as a
“junior” teacher.

STATE OF WISCONSIN
Department of Employee Trust Funds
David A. Stella
SECRETARY

801 W Badger Road
PO Box 7931
Madison WI 53707-7931
1-877-533-5020 (toll free)
Fax (608) 267-4549
http://etf.wi.gov

CORRESPONDENCE MEMORANDUM
DATE:

February 28, 2008

TO:

Employee Trust Funds Board

FROM:

David Stella, Secretary

SUBJECT:

Variable Fund

At the December 2007 joint informational meeting, the State of Wisconsin Investment Board (SWIB)
Executive Director, Keith Bozarth, and I presented information and discussed policy concerns related
to the Variable Fund. All of the retirement boards subsequently discussed various issues related to
the risks and relative performance of the Variable Fund over time.
While there was no consensus among the boards about whether or not the Variable Fund should be
retained, it was agreed that the Department should increase its efforts to educate members about the
significantly higher risks of the Variable Fund and its historical performance. In that regard, the
Department has created a media site video on the Variable Fund and plans to continue articles that
have appeared in the Trust Fund News for the past eight years on the issues and concerns about this
Fund.
The comments of the retirement boards were shared with the SWIB trustees at their meeting on
January 9, 2008. At that meeting, SWIB adopted new strategic asset allocation targets for the Core
and Variable Funds. Based on substantial analysis and input from Strategic Investment Solutions,
SWIB’s investment consultant, the Core and Variable Fund strategic asset allocation targets were
changed as follows:
Core Fund
Total Equities
• U.S. Equities
• International Equities
Fixed Income
Private Equity
Real Estate
Multi-Asset

Variable Fund
U.S. Equities
International Equities
Multi-Asset

Current Allocation
58%
36%
22%
30%
5%
5%
2%

Current Allocation
79%
20%
1%

New Allocation
58%
32%
26%
30%
5%
5%
2%

New Allocation
69%
30%
1%

Board
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The allocation to international equities was increased by 4% in the Core Fund and by 10% in the
Variable Fund. The reallocation of assets will require asset transfers from U.S. equities to
international equities and will be completed by the end of 2008.
In adopting the strategic allocation targets for the Variable Fund, SWIB noted that the new allocations
are expected to generate slightly higher returns, create only slightly higher risk and result in the
highest Sharpe Ratio. The Sharpe Ratio is a measure of the excess return per unit of risk in a
portfolio. It is used to characterize how well the return of a portfolio compensates the investor for the
risk taken. A higher Sharpe Ratio gives more return for the same level of risk taken on.
SWIB staff also recommended that discussions with the Department and the ETF Board continue
about the future of the Variable Fund. SWIB trustees agreed with the SWIB staff’s recommendation
and expressed continued concern about the Variable Fund’s structure. SWIB trustees are concerned
that the portfolio cannot be structured to optimize return within acceptable risk measures.
In changing the strategic asset allocation for the Variable Fund, SWIB has done what it can to
optimize the return within acceptable risk parameters. However, discussion needs to continue about
whether the Variable Fund should exist at all given the fundamental changes in the Core Fund asset
allocation over the past 25 years. For example, in 1982, 70% of the Core Fund assets were allocated
to fixed income and real estate investments and 30% to equities. By 1995 only 40% of the Core Fund
was invested fixed income and real estate and steadily declined since then to 35% in 2007.
The changes in Core Fund asset allocation have resulted in a diversified portfolio of fixed income and
equity investments at the efficient frontier of risk and return. The efficient frontier is a time tested
concept that plots risk (volatility) as measured by standard deviation and the expected return of a
diversified portfolio in order to identify the point on a risk/return curve that produce optimum risk/return
balance.
The annualized Core and Variable Fund returns over the past twenty years illustrate the advantages
of a diversified portfolio of investments. The Core Fund outperformed the Variable Funds over oneyear, three-year, and ten-year periods. Over twenty years, there is relatively little difference in the
return for the significantly higher risk a member takes when participating in the Variable Fund,
(Variable return 11.0% vs. Core return 10.6%).
Recommendation
The Department recommends that discussion of various policy alternatives be considered by the ETF
Board at the June 2008 meeting. ETF will work with SWIB staff to identify appropriate policy
alternatives ranging from retaining a restructured Variable Fund to various alternatives that ultimately
result in its elimination.

STATE OF WISCONSIN
Department of Employee Trust Funds
David A. Stella
SECRETARY
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PO Box 7931
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CORRESPONDENCE MEMORANDUM
DATE:

February 29, 2008

TO:

Employee Trust Funds Board

FROM:

Jean Gilding, Deputy Administrator
Lynn Jarzombeck, Policy Advisor
Division of Retirement Services

SUBJECT:

2007 Annual Retirement Annuity Statistics

This memo is for the Board’s information only. No action is required.
Please find attached the 2007 annual Wisconsin Retirement System (WRS) annuity statistics,
which reflect a portion of the retirement benefit activities completed by the Department of
Employee Trust Funds. The annuity statistics consist of (1) 2007 WRS Retirement Annuity Data
tables and (2) WRS statistical report graphs.
The data tables show the total number of retirement estimates requested and completed, and
the number of new retirement annuities started in 2007 with a breakdown by option type
selected and calculation method (money purchase versus formula). The tables also show the
number of retirement annuities finalized by fund type, employer type and gender. Finally, the
tables show terminated annuities by type, gross annuity payments, and beneficiary annuities
started and terminated.
The statistical report graphs compare the volume of activity by quarter from January 2005
through December 2007. The graphs denote the following for the 2005-2007 three-year period:
•

Retirement Estimates Requested - Estimate requests follow a consistent pattern with
requests gradually declining in the last two quarters of the year. With the beginning of a
new year, many participants begin to plan for a possible retirement during the year and
request a retirement estimate. Many also desire a new estimate when the new year interest
rate information becomes available.

•

Retirement Estimates Completed - Other than two spikes in 2006, the processing of
retirement estimate requests remains fairly consistent throughout the year. The Department
strives to maintain a timely response to participants’ requests for retirement estimates. This
is accomplished by shifting workload priorities when necessary.

Reviewed and approved by Sari King, Administrator, Division of
Retirement Services.
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•

Estimated Annuities Started - April, June and July are peak months for starting new
estimated retirement annuities. The late spring and early summer months are marked with a
surge of participants collecting their first annuity payments. Participants receive “estimated”
annuities calculated as close as possible to their final eligible benefits. Estimating benefits
allows the Department to quickly process retirement applications to meet participants’
retirement needs in a timely manner.

•

Annuities Finalized - During the year, the number of annuities finalized gradually climbs
each quarter with an occasional spike of increased processing activity. The Department
must address increased workloads when an increase occurs. An annuity benefit can be
finalized when all applicable information for that participant is received and processed by the
Department, such as final employer termination and earnings information, military and
service purchase information. When an annuity benefit is finalized, the Department
recalculates the benefit with the participant’s final account information. This process
ensures the participant will receive the benefit to which he/she is entitled, and the
Department is correctly and accurately paying benefits.

2007 WRS Retirement Annuity Highlights
•

Although the number of retirement estimates requested remained relatively constant during
2006 and 2007, the ratio of “annuities started” to “estimates requested” changed
significantly. In 2006, 8,233 new annuities were started and 17,716 estimates were
requested, for a ratio of 2.15 (for every annuity started 2.15 estimates were requested). In
2007, 9,003 new annuities were started and 16,957 estimates were requested, for a ratio of
1.88.

•

During 2007, continued emphasis was placed on both starting and finalizing new annuities.
In 2006, the number of new estimated annuities increased by 13.6%, while 2007
experienced a 9.4% increase.

•

The most often selected annuity benefit has remained unchanged for several years, with
25.8% of new annuitants choosing the 100% Continued to Named Survivor (Joint Survivor)
with 180 Payments Guaranteed option. The second most frequently selected option, at
17.3%, was the Life Annuity with 180 Payments Guaranteed. Together, these two options
account for 43.1% of the options selected in 2007 compared to 36.9% in 2006.

•

More annuity calculations end up being higher under the money purchase (defined
contribution) calculation method than the formula (defined benefit) calculation method. For
2007, 54.4% were higher under the money purchase calculation method compared to 52.1%
in 2006 and 58.0% in 2005. Correspondingly, 45.6% were higher under the formula
calculation method in 2007, compared to 47.9% in 2006 and 42.0% in 2005.

•

Of the retirement annuities finalized in 2007, 58.4% were for women and 41.6% were for
men. In 2006, these percentages were 55.3% women and 44.7% men. The WRS
population eligible to retire is comprised of 61.9% women and 38.1% men (based on data in
the 26th Annual Actuarial Valuation dated December 31, 2006).

Retirement Statistics
February 29, 2008
Page 3
•

Gross annuity payments exceeded $3.45 billion for 2007, an increase of 7.5% over 2006
($3.21 billion). The core dividend (3.0 percent) and the variable adjustment (10.0 percent),
along with increased new annuities were responsible for this significant increase in benefit
dollars paid.

Staff will be available at the Board meeting to discuss this report further or answer related
questions.
Please forward your questions or comments regarding the information in this memo, including
the tables and charts, to Jean Gilding at (608)266-1210 (e-mail jean.gilding@etf.state.wi.us) or
Lynn Jarzombeck at (608)261-8081 (e-mail lynn.jarzombeck@etf.state.wi.us).
attachments
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2004 Retirement Annuities Started By Option Type
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This section provides a graphic comparison of 2004 and 2003 monthly data for key retirement figures
As 2005 continues, the data for each remaining month will be added to the charts.
Highlights
(add quarterly highlights here)
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Retirement Estimates Requested
Retirement Estimates Completed

2007 WRS RETIREMENT ANNUITY DATA
RETIREMENT BENEFIT APPLICATIONS
Jan-07 Feb-07
Mar-07 Apr-07 May-07 Jun-07
1,550 1,446
1,593 1,374 1,693
1,615
1,517 1,469
1,115 1,194
1,357 1,668

Jul-07 Aug-07 Sep-07 Oct-07
1,341 1,564 1,267 1,441
1,095 1,671 1,233 1,128

Nov-07 Dec-07
Total
1,324
749 16,957
1,385
1,180 16,012

Estimated Annutities Started
Annuitites Finalized

Jan-07 Feb-07
918
941
795
459

Mar-07 Apr-07 May-07 Jun-07
380
453
490 2,624
642
811
1,184 1,091

Jul-07 Aug-07 Sep-07 Oct-07
1,150
670
494
389
450
683
861
853

Nov-07 Dec-07
249
245
737
798

Total
9,003
9,364

01 For Annuitant's Life Only
02 Life Annuity with 60 Payments Guaranteed
04 Life Annuity with 180 Payments Guaranteed
07 75% Continued to Named Survivor (Jt. Survivor)
09 Reduced 25% on Death of Annuitant/Named Survivor
11 100% Continued to Named Survivor (Jt. Survivor)
12 100% Cont'd to Named Survivor w/180 Paym'ts Guar.
21 Annuity Certain (Specified 24-180 Months)
29 Annuity Certain -- 24 Months**
30 Annuity Certain -- 60 Months**
31 Annuity Certain -- 120 Months**
40 Life with 180 Payments Guaranteed (Mandatory)
41 Life with Optional Length Guaranteed (Mandatory)
42 Life with Optional Length Guaranteed
50 Retirement Lump Sum

Jan-07 Feb-07
104
102
78
96
157
175
71
139
45
55
68
70
258
303
2
1
0
2
0
0
0
0
12
1
1
0
0
0
65
74

Mar-07 Apr-07 May-07 Jun-07
70
120
168
161
68
83
133
107
133
141
253
246
76
113
104
94
31
50
65
66
46
75
105
111
218
229
351
297
0
0
3
5
1
0
1
0
0
0
0
1
1
3
1
1
0
0
1
0
0
0
0
0
0
0
0
0
111
214
69
56

Jul-07 Aug-07 Sep-07 Oct-07
57
65
116
126
60
69
98
111
92
143
197
170
37
84
65
73
17
45
43
42
48
53
91
76
137
223
239
246
1
0
2
0
0
0
2
1
1
1
0
1
0
0
2
0
0
1
5
8
0
0
0
0
0
0
0
0
138
225
164
289

Nov-07 Dec-07
98
97
84
78
152
159
68
90
31
46
47
65
257
263
1
0
0
0
2
0
0
2
0
0
0
0
0
0
210
216

Total
1,284
1,065
2,018
1,014
536
855
3,021
15
7
6
10
28
1
0
1,831

Finalized - Calculation Type
2007 Formula
2007 Money Purchase

Jan-07 Feb-07
324
383
472
547

Mar-07 Apr-07 May-07 Jun-07
285
391
590
500
363
424
572
574

Jul-07 Aug-07 Sep-07 Oct-07
235
348
388
382
212
336
467
477

Nov-07 Dec-07
308
343
437
457

Total
4,477
5,338

Nov-07

Dec-07
2

Total
50

Core Fund
Variable Fund

RETIREMENT ANNUITIES FINALIZED BY FUND TYPE
Jan-07 Feb-07
Mar-07 Apr-07 May-07 Jun-07
Jul-07 Aug-07 Sep-07 Oct-07
550
253
507
651
971
895
331
468
654
598
261
701
140
164
228
219
128
216
232
277

Nov-07 Dec-07
519
530
234
279

Total
6,927
3,079

Local Employers
State Government

RETIREMENT ANNUITIES FINALIZED BY EMPLOYER TYPE
Jan-07 Feb-07
Mar-07 Apr-07 May-07 Jun-07
Jul-07 Aug-07 Sep-07 Oct-07
570
812
603
705
739
786
119
426
251
526
226
133
40
112
449
310
337
262
613
334

Nov-07 Dec-07
520
697
218
102

Total
6,754
3,136

Finalized - Options

Jan-07 Feb-07
Mar-07 Apr-07 May-07 Jun-07
Jul-07 Aug-07 Sep-07 Oct-07
6
6
1
0
5
11
2
4
5
6
Finalized at Maximum
*Note: Because participants with additional contributions may select different additional annuity options for their regular and additional
retirement benefits, the total by option selected will not match the total number of retirement annuities started on a month-to-month basis.
** = Annuities Based on Additional Contributions

2

RETIREMENT ANNUITIES FINALIZED BY GENDER
Jan-07 Feb-07
Mar-07 Apr-07 May-07 Jun-07
Jul-07 Aug-07 Sep-07 Oct-07
469
565
444
536
644
622
234
347
502
455
326
376
198
275
540
469
216
336
359
398

Females
Males

RETIREMENT BENEFIT ANNUITY TERMINATIONS
Termination Type
Jan-07 Feb-07
Mar-07 Apr-07 May-07 Jun-07
Jul-07 Aug-07 Sep-07 Oct-07
Returned to Work
7
4
3
8
2
1
3
6
4
7
Medical (s. 40.63)
0
0
0
0
0
0
0
0
0
0
Put on Regular Additional in Error
0
0
0
0
0
0
0
0
0
0
Cancelled Application
0
0
1
1
3
1
0
6
0
0
Didn't Meet 30 Day Break in Service Requirement
0
0
0
0
0
0
0
0
0
0
Recover Overpayment
0
0
0
0
0
0
0
0
0
0
Other
0
0
1
2
0
2
0
0
0
1
Total
7
4
5
11
5
4
3
12
4
8

2007 PAYROLL
Jan
Feb
Mar
Apr
May
Jun
July
Aug
Sept
Oct
Nov
Dec

Beneficiary Annuities Started
Beneficiary Annuities Terminated
Converted Continuation to Lump Sum
File set up in error (spouse living)
Other

GROSS ANNUITY PAYMENTS IN DOLLARS ($)
Core
Variable
Subtotal
General (GPR)
241,107,641.42
32,734,003.25
273,841,644.67
128,744.83
241,491,601.96
32,762,885.70
274,254,487.66
127,182.99
32,820,628.13
274,642,973.19
125,960.25
241,822,345.06
249,539,978.87
35,417,527.98
284,957,506.85
123,655.63
249,734,843.09
35,417,832.81
285,152,675.90
119,634.43
254,537,314.49
35,799,487.90
290,336,802.39
119,196.82
258,486,990.92
36,136,144.61
294,623,135.53
117,995.33
259,872,209.71
36,498,358.53
296,070,568.24
114,817.14
259,655,538.13
36,120,894.66
295,776,432.79
113,379.40
259,890,900.86
36,150,594.28
296,041,494.93
112,362.90
259,292,223.77
36,167,186.34
295,459,410.11
111,220.01
107,966.35
259,102,342.47
36,086,415.68
295,188,758.15
Total 3,034,533,930.75 422,111,959.87 3,456,345,890.41
1,422,116.08

Nov-07 Dec-07
450
485
287
313

Total
5,753
4,093

Nov-07

Dec-07
1
0
0
0
0
0
0
1

Total
55
0
0
12
0
0
6
73

2

Dec-07
2

Total
61

0
0
0
0

Dec-07
0
0
0
0

Total
0
0
2
2

9
0
0
0
0
0
0
9

Total
273,970,389.50
274,381,670.65
274,768,933.44
285,081,162.48
285,272,310.33
290,455,999.21
294,741,130.86
296,185,385.38
295,889,812.19
296,153,857.83
295,570,630.12
295,296,724.50
3,457,768,006.49

Jan-07 Feb-07
3
6

WRS BENEFICIARY DATA
Mar-07 Apr-07 May-07 Jun-07
10
3
2
3

Jul-07 Aug-07 Sep-07 Oct-07
12
12
3
3

Nov-07

Jan-07 Feb-07
0
0
0
0
2
0
Total
2
0

Mar-07 Apr-07 May-07 Jun-07
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Jul-07 Aug-07 Sep-07 Oct-07
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Nov-07

STATE OF WISCONSIN
Department of Employee Trust Funds
David A. Stella
SECRETARY

801 W Badger Road
PO Box 7931
Madison WI 53707-7931
1-877-533-5020 (toll free)
Fax (608) 267-4549
http://etf.wi.gov

CORRESPONDENCE MEMORANDUM
DATE:

February 29, 2008

TO:

Employee Trust Funds Board

FROM:

Marcia Blumer, Program Manager
Employee Reimbursement Accounts Program

SUBJECT:

Fringe Benefits Management Company

The Board is asked to approve the following recommendation.
Recommendation
The current contract with Fringe Benefits Management Company (FBMC) for administration of the
Employee Reimbursement Accounts (ERA) Program and the Commuter Benefits Program runs from
January 1, 2006, through December 31, 2008. The contract allows for two one-year extensions.
Staff recommends that the Board authorize a one-year extension of the current contract.
Fringe Benefits Management Company
FBMC has been the administrator of the ERA Program since its inception in 1989. The current
contract with FBMC provides for no administrative fee increase through 2010. The ERA Program
administration fee includes a monthly base rate of $16,625 plus $1.65/participant/month for the first
8,000 participants and $1.38/participant/month for each participant over 8,000. In addition to the
monthly administrative fees, the contract requires that FBMC provide enrollment services for each
plan year. Costs for enrollment services will also remain level at $180,719 for the annual enrollment
periods through the fall of 2010.
The Commuter Benefits Program was first offered to state employees in October 2002, following a
statutory change allowing the Department to administer such a program. The contract with FBMC
was amended at that time to provide program administration and is included in the current contract
with FBMC. The cost of administering this program is $6,133.08/month plus $1.30/participant/month
for the first 2,000 participants and $1.00/participant/month for each participant over 2,000. Under the
current contract, these costs will remain level through 2010.
The Department’s experience with FBMC as program administrator has been positive. FBMC has
demonstrated a willingness to adapt procedures to meet the needs of the Wisconsin program. A year
ago, FBMC failed to meet the five-day claims processing turnaround time due to an unexpected and
continuing increase in claims activity. FBMC implemented several initiatives to alleviate the backlog.
These initiatives succeeded and have contributed to improved service through 2007.

Reviewed and approved by Tom Korpady, Administrator, Division of
Insurance Services.
___________________________________________
Signature

____________
Date

Board

Mtg Date

Item #

ETF

3/13/08
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Fringe Benefits Management Company
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Plan Experience
In 2008, 12,694 employees enrolled in the ERA program, 10,947 employees have medical expense
accounts and 2,202 have dependent care accounts. Contributions will total over $14.5 million for
medical reimbursement accounts and over $8.8 million for dependent care accounts in 2008, resulting
in a FICA savings of approximately to $1.8 million to the State. As of January 2008, there are 1,339
Commuter Benefits participants.
The medical expense account forfeitures for the 2006 plan year were $254,643 or about 1.8% of
contributions. This is a slight increase from 2005 when forfeitures amounted to 1.3% of contributions.
Dependent care expense account forfeitures totaled $70,879.99 or about 0.8% of contributions. This
compares with 0.6% experienced in 2005. Forfeiture amounts for the 2007 plan year will not be
finalized until June 30, 2008.

