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Correspondence Memorandum

Date: February 15, 2017
To: Deferred Compensation Board
From: Shelly Schueller, Director

Wisconsin Deferred Compensation Program
Subject: Optional Alternate Plan and Wisconsin Select
This memo is for informational purposes only. No Board action is required.

Wisconsin Administrative Code Chapter ETF 70 (attached) permits the Board, at its discretion,
to contract with another administrator to offer an optional alternate s. 457 plan to Wisconsin
Deferred Compensation Program (WDC) participants. Although this provision has been in
place since 1992, the Board has not previously sought to offer a second plan.

The Appleton Group, an independent Registered Investment Advisor firm based in Appleton,
Wisconsin, has launched a new s. 457 supplemental retirement savings plan called Wisconsin
Select. Wisconsin Select seeks to utilize only investment managers, administrators, advisors and
plan fiduciaries located in Wisconsin.

The Appleton Group approached the Department of Employee Trust Funds with a request to
present to the Board an overview of its Wisconsin Select plan and potential advantages an
optional alternate plan could provide for WDC participants. This Board will hear from the Appleton
Group at the March 9, 2017, Board meeting. If the Board determines the concept of an alternate
plan is of interest, additional discussion could occur at a future meeting.

Staff from the Department of Employee Trust Funds and the Appleton Group will be available at
the meeting to answer questions.

Attachments

A) Wisconsin Admin. Code ETF 70

B) Appleton Group materials

1. Wisconsin Deferred Compensation Board — Adding an Alternate Administrator

(presentation)
Wisconsin Select/Economic Development (1 page flyer)
Wisconsin Select (brochure)
Wisconsin Admin. Code ETF 70 with Appleton Group’s highlights
Appleton Group’s proposed administrative code changes, November 28, 2016
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ETF 70.04

Chapter ETF 70
DEFERRED COMPENSATION PLANS

Subchapter I — General Provisions

ETF 70.01 Statement of purpose.

ETF 70.02 Definitions.

ETF 70.03 Board responsibilities.

ETF 70.04 Department responsibilities.

ETF 70.05 Primary plan administration.

ETF 70.06 Alternate plan administration.

ETF 70.07 Primary and alternate plan administration.

ETF 70.08 Investment providers.
ETF 70.09 Member responsibilities.
ETF 70.10 Emergency withdrawals.

Subchapter II — State Deferred Compensation Plan for Local Employees

ETF 70.11 Participation in the deferred compensation plan.
ETF 70.12 Effective date.
ETF 70.15 Terminating participation in the deferred compensation plan.

Subchapter I — General Provisions

ETF 70.01 Statement of purpose. The purpose of this
chapter is to establish a procedure for administration of a deferred
compensation program as provided by s. 40.80, Stats. The proce-
dure includes requirements and regulations for the primary
deferred compensation plan and any alternate deferred compensa-
tion plan. All plans shall be monitored, evaluated and approved
by the deferred compensation board. However, only the primary
plan shall be supported by the board as the official state of Wiscon-
sin deferred compensation plan.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92.

ETF 70.02 Definitions. In this chapter, words and phrases
shall have the following meanings:

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

(2) “Alternate administrator” means any company with which
the board contracts to provide administrative services for an alter-
nate deferred compensation plan authorized under s. 40.80 (2m),
Stats.

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

(4) “Beneficiary” has the meaning given in s. 40.02 (8), Stats.

(5) The “board” means the deferred compensation board.

(6) The “department” means the department of employee trust
funds.

(7) “Employee” means any person who receives earnings as
payment for personal services rendered for the benefit of any
employer including officers of the employer and is eligible to par-
ticipate in the deferred compensation program.

(8) “Investment product” means any insurance or annuity
contract, bank or credit union account, mutual or money market
fund or other type of investment vehicle.

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

(10) “Member” means any employee electing to participate in
the deferred compensation program.

(11) “Plan and trust document” means the document devel-
oped by the department and approved by the board to describe in
detail the regulations of the program and ensure program com-
pliance with section 457 of the internal revenue code which
requires the availability of this document to members.

(12) “Primary administrator” means the company contracted
to provide administrative services for the primary deferred com-
pensation plan authorized under s. 40.80 (1), Stats.

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

(14) “Program” includes the primary plan and any alternate
plan authorized under s. 40.80, Stats., and approved by the board
for offering to eligible employees.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; CR 08-016: cr. (4m) Reg-
ister August 2008 No. 632, eff. 9—1-08; CR 11-040: renum. (1) to (4m) to be (intro.)
to (4) Register July 2012 No. 679, eff. 8—1-12; CR 14—055: am. (11) Register May
2015 No. 713, eff. 6—1-15.

ETF 70.03 Board responsibilities. The board shall have
the following responsibilities in regard to the program:

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

(2) Determine and implement the most efficient and cost
effective method for administration of the program consistent
with high quality services to members.

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

(4) Evaluate the performance of the primary administrator,
annually, to determine contractual compliance and compliance
with standards as established under sub. (3).

(5) Declare the board’s official support of the primary plan to
participating employers and members in the publication prepared
by the department as required in s. ETF 70.04 (5) (c).

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

(7) Evaluate alternate administrators, annually, based on cri-
teria established in s. ETF 70.06 to determine their continued eli-
gibility.

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

(9) Establish criteria by which specific investment products
shall be evaluated for initial and continued participation in the pri-
mary plan or any alternate plan.

(10) Evaluate investment products offered by the administra-
tor, annually, based on criteria established in sub. (9) to determine
if the investment product continues to be acceptable for offering
by the primary plan or alternate plan.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; CR 11-040: renum. (1)
to (11) to be (intro.) to (10), correction in (4), (5), (10), as renumbered, made under
s. 13.92 (4) (b) 7., Stats., Register July 2012 No. 679, eff. 8—1-12.

ETF 70.04 Department responsibilities. The depart-
ment shall be responsible for the following:

(1) Negotiate and implement contracts with administrators
and investment companies.

(2) Monitor plan administration and ensure contract com-
pliance.

(3) Develop and maintain a plan document that defines rules
and requirements of the program regarding member enrollment in
the program, member deferral amounts, distribution of account
balances, and administration of the program that will be distrib-
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uted, by the administrator, to new and current members by
request.

(4) Provide information and recommendations to the board
and its committees that shall be necessary to complete the evalua-
tion of the primary and alternate administrator as required in s.
ETF 70.03 (4) and (7) and the investment products as required in
s. ETF 70.03 (10).

(5) Prepare and distribute to members an annual publication
that presents a balanced and impartial overview of the primary
plan and any alternate plan that includes the following:

(a) Description of investment products and corresponding
investment risks.

(b) Full disclosure of all direct and indirect costs to members.

(c) Announcement of the board’s official support of the pri-
mary plan as required in s. ETF 70.03 (5).

(d) General information about deferred compensation plans
including the maximum deferral amount allowed under internal
revenue code section 457.

(6) Review and approve all material prepared by the primary
administrator and alternate administrator to describe the primary
plan and alternate plan and investment products to eligible
employers, employees and members.

(7) Review and issue a determination on all requests for emer-
gency withdrawals as defined in s. ETF 70.10.

(8) Provide reports to the board at each board meeting that
detail emergency withdrawals, enrollment statistics, plan assets
and any other information that may be requested by the board.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; CR 11-040: renum. (1)

to (9) to be (intro.) to (8), correction in (5), (6) (¢) made under s. 13.92 (4) (b) 7., Stats.,
Register July 2012 No. 679, eff. 8—-1-12.

ETF 70.05 Primary plan administration. (1) Based
upon a request for proposal process, the board shall contract with
one primary administrator to offer the primary plan that is
approved and officially supported by the board. The administra-
tor awarded the contract for the primary plan shall have:

(a) Atleast 5 years experience administering other section 457
deferred compensation programs. The administrator’s experi-
ence shall include administering at least one program that meets
each of the following:

1. Participation level of 30,000 members or more.

2. Program involves multiple payroll reporting agencies.

3. Record keeping includes consolidated record keeping for
all investment products that are offered.

(b) Marketing and enrollment services that include the follow-
ing:

1. A staffed office located in Madison and field representa-
tives to provide services to all areas of the state.

2. Contacts to each eligible employee at least annually to
describe the plan being offered by this administrator.

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

4. Presentations to employees that include full disclosure of
all direct and indirect costs to members as well as advantages and
disadvantages of participating in the plan offered by this adminis-
trator.

5. Literature and forms regarding the plan to be distributed to
employees and payroll personnel that are in a form approved by
the department.

(c) Member services that include the following:

1. Unlimited opportunities to increase or decrease deferral
amounts.

2. Unlimited opportunities to redirect deferral amounts to any
other investment product offered by the administrator.

(d) Accounting procedures and consolidated record keeping
for member account transactions that maintains all individual
member records and submits deferrals, transfers and withdrawals
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to the investment companies offering investment products to the
primary plan.

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

(3) The potential administrator shall provide the necessary
financial disclosure for assurance of its financial soundness.

(4) The investment products offered by the primary adminis-
trator shall meet the criteria in s. ETF 70.03 (9) and be approved
by the board.

(5) The primary administrator shall provide an annual report
to the board illustrating the investment performance of all invest-
ment products offered by the primary plan, as measured by criteria
established under s. ETF 70.03 (8).

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; correction in (4), (5) made

under s. 13.92 (4) (b) 7., Stats., Register July 2012 No. 679, eff. 8—1-12; CR 14-055:
am. (1) (a) 1. Register May 2015 No. 713, eff. 6—1-15.

ETF 70.06 Alternate plan administration. (1) At its
discretion, the board may contract with an alternate administrator
to offer an alternate plan. An alternate plan shall not be officially
supported by the board. Any administrator that meets the criteria
set forth in s. ETF 70.05 (1), (2) and (3) may be allowed to offer
an alternate plan. The board shall not contract with more than one
alternate administrator at any one time.

(2) Investment products offered by an alternate administrator
shall meet the criteria as established in s. ETF 70.03 (9) and be
approved by the board and shall not duplicate any of the specific
investment products offered by the primary administrator.

(3) The alternate administrator shall provide an annual report
to the board that describes the investment performance of all
investment products offered by the alternate plan, as measured by
the criteria in s. ETF 70.03 (9).

(4) Potential alternate administrators who meet the minimum
requirements as defined in subs. (1), (2) and (3) may petition the
board for approval to participate in the program within a 30 day
period beginning the day after publication of these rules in the
Wisconsin Administrative Code and then from May 1 through
May 31 of every other year starting in 1994 for approval to partici-
pate in the program as of the next calendar year. The board shall
limit the number of alternate administrators to one through a
request for proposal process should there ever be a second, or
more, potential administrator that petitions the board.

(5) If the evaluation of an alternate administrator as required
in s. ETF 70.03 (7) results in the termination of the alternate
administrator’s participation in the program or if their contract is
not renewed, members shall be instructed to redirect deferrals and
transfer existing balances from investment products offered by
the terminated administrator to other investment products offered
by the primary administrator or any other alternate administrator
within a six—month period or other time period designated by the
board. At the end of the six—month period or the date designated
by the board, the board shall instruct the terminated administrator
to redirect any deferrals and transfer any remaining account bal-
ances with investment products offered by the terminated admin-
istrator to board designated alternative investment products
offered by the primary administrator. Surrender charges that are
normally assessed against funds transferred from investment
products offered by one administrator to another, shall not be
assessed for transactions under this subsection.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; correction in(2), (3) 5)
made under s. 13.92 (4) (b) 7., Stats., Register July 2012 No. 679, eff. 8—1—

ETF 70.07 Primary and alternate plan administra-
tion. (1) All contracts with administrators shall be approved by
the board and signed by the board chair or designee. Any adminis-
trator who participates in the program shall sign a contract in
which the administrator agrees to:

(a) Follow all requirements and regulations of the program as
defined in the plan and trust document.
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(b) Share information, such as member’s annual deferral
amounts, with the department and any other administrator con-
tracted by the board to ensure compliance with internal revenue
code section 457.

(c) Provide full disclosure of all revenues received by the
administrator from members and investment providers of their
plan to the department at least annually.

(d) Provide quarterly reports to the department to allow ade-
quate monitoring of program administration and compliance with
internal revenue code section 457 regulations.

(e) Provide an annual independently audited financial state-
ment of the administrator to the department within 120 days from
the end of the calendar year.

(f) Submit to the department an acceptable contingency plan
to address both data processing systems failures and administra-
tive services interruptions.

(g) Provide to members, upon enrollment, full disclosure of all
fees and charges that are assessed, either directly or indirectly as
an offset of earnings, by the administrator or the investment pro-
viders. A memorandum of understanding detailing key aspects
and restrictions of the primary plan or any alternate plan shall be
presented to and signed by employees enrolling in either the pri-
mary plan or any alternate plan.

(h) Provide to members, when requested, a copy of the fund
prospectus and annual report for each investment product offered
by the administrator and the ability to transfer account balances
from investment products offered by one administrator to those
offered by another.

(i) Provide statements to members, at least quarterly, detailing
member’s year to date annual deferral amounts, account balance
information and disclosure of all fees and charges affecting mem-
ber’s interest earnings or account balances.

(j) Provide information and counseling to members at termina-
tion of employment or retirement, regarding the options offered
by the administrator for distribution of their account and timely
processing of payouts. The type of distribution options offered
shall include lump sum and partial lump sum payments, install-
ment payment options and annuity options.

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

(3) The administrator, their agents and the investment prod-
ucts they offer shall meet all applicable state and federal regula-
tions including section 457 of the internal revenue code, security
and exchange commission regulations, and state and federal
insurance laws and regulations.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; CR 14—055: am. (1) (a),
(d), (e), (i) Register May 2015 No. 713, eff. 6—-1-15.

ETF 70.08 Investment providers. (1) Investment pro-
viders offering an investment product through the primary plan or
an alternate plan shall be selected by the board based on the invest-
ment product categories and criteria established under s. ETF
70.03 (8) and (9). All contracts with investment providers of the
primary plan or an alternate plan shall be approved by the board
and signed by the board chair or designee.

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

(3) Based on the board’s review required under s. ETF 70.03
(10), the board may determine that an investment product offered
by the primary plan or an alternate plan is no longer acceptable for
inclusion in the program. If the board decides to remove an invest-
ment product from the plan as a result of the product’s failure to
meet the criteria as established under s. ETF 70.03 (9), the product
shall be phased out of the primary or alternate plan in a 2—step pro-
cess over a 12 month period that shall commence on the first busi-
ness day of the sixth month following the board’s decision, as fol-
lows:

ETF 70.10

(a) Phase 1 of the investment product termination process shall
last for 6 months during which time current members and employ-
ees newly enrolling in the primary or alternate plan shall be
informed in writing that the terminating investment product does
not meet board’s evaluation criteria and that this investment prod-
uct is not open to new enrollments.

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

2. At the end of the 6—month period, the board shall instruct
the administrator to automatically redirect any member’s defer-
rals that have not been redirected to an alternative investment
product from the terminated product into a board designated alter-
native investment product offered by the primary or alternate
plan.

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

(b) Phase 2 of the investment product termination process
immediately follows the first 6—month period and provides an
additional 6-—month period during which time members shall
transfer existing balances from the terminating product to another
investment product offered by the primary or alternate plan.

1. If at the end of the 6—month period, any member has failed
to move a remaining account balance from the terminated fund,
the board shall instruct the administrator to automatically move
that member’s account balance into a board designated alternative
investment product offered by the primary or alternate plan.

2. During the phase out process and at any time prior to the
end of the second phase, the board may re—examine the perfor-
mance of the terminating investment product to determine if con-
tinued plan participation is justified.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; CR 08-016: am. (3)
(intro.) Register August 2008 No. 632, eff. 9—1-08; correction in (1), (3), made under
s. 13.92 (4) (b) 7., Stats., Register July 2012 No. 679, eff. 8—1-12.

ETF 70.09 Member responsibilities. (1) Employees
electing to become a member of the primary or an alternate plan
shall sign a memorandum of understanding prior to enrolling to
certify that all program requirements and regulations have been
clearly explained.

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

(3) Each member shall review information provided by the
administrator and the department about the investment type and
performance of the investment products offered to determine
which investment products best meet the member’s individual
needs and financial objectives.

(4) Each member shall monitor his or her own annual deferral
amounts to ensure the amount does not exceed the maximum
deferral amount allowed under internal revenue code section 457.

History: Cr. Register, June, 1992, No. 438, eff. 7-1-92; CR 14-055: r. (5) Regis-
ter May 2015 No. 713, eff. 6—1-15.

ETF 70.10 Emergency withdrawals. (1) A participant
or beneficiary may make emergency withdrawals in the event of
an unforeseeable emergency under the following conditions and
limitations:

(a) Asdefined in 26 USC 457 (b) (5) and 26 CFR 1.457-2 (h)
(4), an unforeseeable emergency is one which causes severe
financial hardship to the participant or beneficiary as a result of a
sudden and unexpected illness or accident of the participant or
beneficiary or of a dependent of the participant or beneficiary, loss
of the participant’s or beneficiary’s property due to casualty, or
other similar extraordinary and unforeseeable circumstances aris-
ing as a result of events beyond the control of the participant or
beneficiary.
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Note: “A dependent of the participant” as used here is defined by the secretary of
the treasury as one specified in 26 USC 152 (a).

(b) The need to send a participant’s or beneficiary’s child to
college or the desire to purchase a home are examples of what are
not unforeseeable emergencies.

(c) The facts of each case shall be ascertained to determine if
the circumstances constitute an unforeseeable emergency.

(d) Withdrawal payment may not be made to the extent that the
hardship is or may be relieved:

1. Through reimbursement or compensation by insurance or
otherwise,

2. By liquidation of the participant’s or beneficiary’s assets
to the extent the liquidation of these assets would not itself cause
severe financial hardship, or

3. By cessation of deferrals under the plan.

(e) The withdrawal, because of an unforeseeable emergency,
shall be limited to an amount reasonably needed to satisty the
emergency need.

(2) The administrator shall:

(a) Receive requests from participants or beneficiaries for
unforeseeable emergency withdrawals,

(b) Investigate and document the facts on a form prescribed by
the department, and

(d) Within 5 working days after the receipt of the information
requested from the employer or other parties, either render a deci-
sion or make a recommendation to the department on a form pre-
scribed by the department.

(6) The department shall prepare a report on unforeseeable
emergency withdrawal activity since the last meeting of the board
for presentation at the following meeting of the board.

History: Cr. Register, June, 1985, No. 354, eff. 7-1-85; renum. from ETF 10.01,
Register, June, 1992, No. 438, eff. 7-1-92; CR 08-016: am. (intro.), (1) (a), (b), (d)
2. and (2) (a) Register August 2008 No. 632, eff. 9-1-08; CR 14-055: am. (2)
(intro.), r. (2) (¢), am. (2) (d), . (3) to (5) Register May 2015 No. 713, eff. 6—-1-15;
correction in (2) (b) made under s. 35.17, Stats., Register May 2015 No. 713.

Subchapter IT — State Deferred Compensation Plan
for Local Employees

ETF 70.11 Participation in the deferred compensa-

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each page
is the date the chapter was last published. Report errors (608) 266-3151.

Register May 2015 No. 713

WISCONSIN ADMINISTRATIVE CODE 60

tion plan. The governing body of any employer as defined under
s. 40.02 (28), Stats., other than the state, may provide the state’s
deferred compensation plan for its employees by the adoption of
a resolution in the form approved by the department. The
employer shall forward a certified copy of the resolution to the
department and the then current administrative plan provider as
defined in s. 40.02 (18s), Stats.

History: Cr. Register, June, 1985, No. 354, eff. 7-1-85; renum. from ETF 70.10,
Register, June, 1992, no. 438, eff. 7-1-92.

ETF 70.12 Effective date. Local implementation of the
deferred compensation plan and enrollment of eligible employees
may begin immediately upon acceptance, by the department, of
the resolution under s. ETF 70.11

History: Cr. Register, June, 1985, No. 354, eff. 7-1-85; CR 14-055: am. Regis-
ter May 2015 No. 713, eff. 6-1-15.

ETF 70.15 Terminating participation in the deferred
compensation plan. The governing body of an employer,
other than the state, may terminate participation in the state
deferred compensation plan after a minimum of one year from the
date the certified copy of the resolution required under s. ETF
70.11 was accepted by the department, by adopting a resolution
in the form approved by the department and forwarding a copy of
the resolution to the department and the then current administra-
tive plan provider as defined in s. 40.02 (18s), Stats. Enrollment
and payroll deferral activities shall cease 90 days after receipt by
the department of the certified copy of a resolution to terminate
participation in the state’s deferred compensation plan. Treatment
of previous individual deferral investment specifications,
accounts and benefits shall continue to be governed by the plan
and investment plan provider contracts, unless the employer exer-
cises its right of ownership under 26 CFR 1.457-2 (j) to provide
for different treatment.

Note: Chapter ETF 70 requires several forms which are available at no charge by
contacting either the department of employee trust funds or the current administrative
plan provider. The forms may be obtained at no charge by writing to: department
of employee trust funds, P.O. Box 7931, Madison, WI 53707-7931, or by calling:
(608) 266—3285 or toll free at (877) 533—5020. The forms also are available on the
department’s website: etf.wi.gov or on the Wisconsin deferred compensation pro-
gram’s website: www.wdc457.org.

History: Cr. Register, June, 1985, No. 354, eff. 7-1-85; CR 14—055: am. Regis-
ter May 2015 No. 713, eff. 6—1-15.
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» Not asking you to alter your relationship with
Empower in any way

» Don’t change any aspect of existing relationship or structure

» Keep all existing funds, keep fiduciary controls, keep current advisor
structure, keep everything exactly as-is



Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 1) A second administrator spurs innovation
» Plandesign
» Investment offerings
» Fiduciary controls
» Participant engagement
» Communication

» Risk-management

Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 2) Asecond vendor can increase municipal adoption rates

» Numerous Wisconsin municipalities currently choose other out-of-
state providers like ICMA, Nationwide, Principal, et. al.

» WDC's current c. 60% adoption rate could dramatically increase

» Offers municipalities two fundamentally different choices



Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 3) A second vendor reduces concentration risks

» Reduces risk of systematic vendor disruptions
» Reduces risk of utilizing only one delivery model
» Reduces risk of key employee turnover

» Reduces administrative burden of changing platforms/administrators
in the event of an unexpected interruption (Lehman, AlG, etc.)

Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 4) A second vendor fosters reasonable competition
> Better service
» Innovation
» Better participant engagement

» Better pricing



Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 5) A second vendor increases accountability
» Fiduciary controls
» Increased compliance resources

» Educational fiduciaries (Series 65 licensed)
vs. salespeople (Series 7 licensed)

» Opportunities for better fund oversight (example: annual on-site
manager due diligence)

Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 6) A second vendor addresses scale risk

» “Right-sized” vendors offer:
» Smaller funds with greater flexibility
» Better risk-management features
» Fewer layers of management

» Better participant engagement
(current advisor-to-participant ratio is 8,000:1)



Alternate Administrator Concept

7 Advantages to Participants, Sponsors and to our State

» 7) A second vendor offers the opportunity to support the
Wisconsin economy

Sustaining the Wisconsin Economy...

10



Wisconsin Select is One of the Largest
Economic Development Initiatives
in Our State

» Wisconsin Deferred Compensation program could
simultaneously provide an exceptional participant
and sponsor experience, while also serving as a
cornerstone of the Wisconsin economy

wxscqyﬂl
» Est. $20 million of direct annual revenue il s ‘

$10.76 Billion $251 Million

» As much as $80 million of lost annual economic activity
» Asmuch as $5.6 million of lost annual WI tax revenue

*Estimates based on average fund expense ratio, disclosed annual administration cost, and assumed index embedded trading revenue (Vanguard &
Blackrock). Lost economic activity assumes 3x multiplier effect. Lost WI tax revenue assumes a 7.0% effective tax rate on lost economic activity.

Wisconsin Select helps fund...

O

00

Public Schools Early Childhood Infrastructure Universities

Development

Programs
Roads Bridges Airports State Parks
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Many advantages to having an
alternate administrator...

...and advantages in having Wisconsin-
domiciled vendors eligible to serve

12



Proposed Timeline

Board Supports Modifications to ETF 70.05, Supports Alternate Administrator Concept April 15,2017
Legislature Adopts Recommended ETF 70.05 Modifications: + 60 Days June 15,2017
Window Opens for Board to Accept Petition(s): +30 Days July 15,2017

Board Selects Alternate Administrator: +30 - 60 Days Sept 15,2017

Alternate Administrator Coordinates Pre-launch with ETF Staff

Go-Live Date Jan 1, 2018

0

WISCONSIN
SELECT

Wisconsin Select Program
c/o/ Appleton Group LLC
100 W. Lawrence St.
Suite 306
Appleton, WI 54911

www.wiselect401k.com
920.993.7727
Toll-Free 866.993.7727
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Wisconsin Select is One of the Largest
Economic Development Initiatives

in Our State

Total Assets in Wisconsin
Employer-Sponsored
Retirement Plans:

$300 Billion

Average Plan Cost:
1.22%

Total Direct Annual Revenue:

$3.66 Billion

Total Annual Economic
Activity Generated:
$10.98 Billion

Percentage of Assets
Managed/Administered
Out-of-State:

98%

WISCONSIN

SELECT

Annual Economic
Activity Lost:
$10.76 Billion

Annual Direct
Income Tax Lost:
$251 Million




WISCONSIN

—  SELECT——

Wisconsin Select
c/o Appleton Group LLC
100 W. Lawrence St. Suite 306
Appleton, WI 54911

www.wiselect401k.com
(920) 993-7727
(866) 993-7727 (toll free)

WISCONSIN STRENGTH ¢« WISCONSIN VALUES ¢ WISCONSIN SELECT

Sources: Larkspur Data, 401(k) Averages Book, Data as of 12/31/2015. Economic activity estimate based on a 3x multiplier effect. State income
tax assumptions based on a composite rate of 7.0%.
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OUR SHARED
FUTURE...

Retirement - it's something we all look
forward to, and getting there should be as
easy as possible.

But today’s economy is challenging, and you
need a retirement savings plan that’s built
with Wisconsin residents in mind. After all, it's
a future that we're all invested in.

So discover the Wisconsin Select program.
It's an employer-sponsored retirement plan
built and run primarily by Wisconsin residents
like you. From plan administration and
investment management to fiduciary support
and objective investment advice, Wisconsin
Select offers it all.




We believe that a prosperous future for all of
us is best achieved by using the experience
and dedication of Wisconsin professionals

who share in our love of this great state. From

the earliest settlers to our most recent new
residents, there's something special about the W I S C O N S I N
Wisconsin values of integrity, community and —SELECT ———
shared purpose. We all prosper when we put

these values into action, and that’s exactly
what Wisconsin Select is about.

For our more than 20,000 in-state businesses,
we offer the Wisconsin Select 401(k), but
we're also built for non-profit employers in the 401(k) 45 7(b)
form of a 403(b) and for government and UW ORI FOR GOVERNMENT
employees as a 457(b). Together, these three
structures offer a comprehensive retirement
plan experience available to nearly three
million in-state workers.

Discover Wisconsin strength, Wisconsin values, 403(b)

Wisconsin Select.
FOR NON-PROFITS




FIDUCIARY PROTECTION

Every successful retirement savings plan requires a great structure, and it starts with an experienced
plan fiduciary, the “quarterback” who can bring together all of the various members of the winning team.
Wisconsin Select utilizes the strength and experience of Appleton Group LLC, an independent, fee-only
Registered Investment Advisor located in the heart of the Fox Valley.



Founded in 2002, Appleton Group has extensive experience in plan design, investment management and
selection, as well as objective market research. Serving as an ERISA 3(38) Plan Fiduciary, this firm:

o Creates and oversees easy-to-use investment fund lineups

» Manages flexible, risk-adjusted target-date investment models

e Coordinates comprehensive sponsor and participant education programs

o Communicates the many features and benefits of Wisconsin Select to a state-wide audience

» Monitors the program for any regulatory changes and manages changes and opportunities for
future enhancements

e Coordinates ongoing due diligence on all service providers

r APPLETON GROUP, LLC
\ IMVESTMENT SOLUTIONS - WEALTH MAMNAGEMENT
EMPLOYER-SPONSORED PLANGS

Fiduciary Protection
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PARTICIPANT AND SPONSOR SUPPORT

A good experience for plan sponsors and participants requires the objective expertise of a qualified
financial advisor.



The Wisconsin Select program has you covered, allowing you to choose from hundreds of in-state
retirement plan advisors ready to serve both sponsor and participant needs.

Values of integrity and objectivity are the hallmarks of the advisors of Wisconsin Select. With a wide
variety of backgrounds, work experiences and professional certifications, each advisor is uniquely
qualified to give your plan the attention it deserves. Each advisor must be properly licensed and
must agree to serve as a co-fiduciary, ensuring investment advice and guidance that is always in your
participants’ best interest.

And we know that because your needs may sometimes change, each employer has the freedom to select
the plan advisor of their choice at any time.

Objective, unbiased investment advice is priceless. That's why we believe our advisors should be fairly
compensated for the services they provide to your plan.

Honest pay for honest work - another hallmark of Wisconsin life!

Participant and Sponsor Support



ADMINISTRATION AND RECORD KEEPING

Retirement plans need to run smoothly. We get it, and from the start, Wisconsin select was built with
ease-of-use in mind.



That's why we've partnered with the credentialed team at CUNA Mutual Retirement Solutions who has
been in the retirement business for over 50 years, has over 6,700 employer-sponsored plans in-force,
260,000 participants served and $16.2 billion in assets under administration.

It is the mission of CUNA Mutual Retirement Solutions to recognize the powerful human story of the
service and accomplishments of hardworking Americans and partner with financial advisors to help them
meet their challenge in achieving a secure retirement. To do this, CUNA Mutual Retirement Solutions
provides an array of practical retirement solutions to help real people save for the future and live

retirement on their terms.
(@)

CUNA MUTUAL

RETIREMENT SOLUTIONS

CUNA Mutual Retirement Solutions is a division of CUNA Mutual Group and the marketing name for CPI Qualified Plan Consultants, Inc., a CUNA Mutual
Group member company. CUNA Mutual Group is the marketing name for CUNA Mutual Holding Company, a mutual insurance holding company, its
subsidiaries and affiliates. Annuity insurance products are issued by CMFG Life Insurance Company, located in Madison, Wisconsin. Each insurer is solely
responsible for the financial obligations under the policies and contracts it issues. Securities distributed by CUNA Brokerage Services, Inc. (CBSI), member
FINRA/SIPC, a registered broker/dealer, 2000 Heritage Way, Waverly, lowa 50677, toll-free 866.512.6109. Non-deposit investment and insurance products
are not federally insured, involve investment risk, may lose value, and are not obligations of or guaranteed by the financial institution. Representatives offer
retirement and investment education but do not provide investment, legal or tax advice. Participants are encouraged to consult their own advisors.

Administration and Record Keeping




INVESTMENT MANAGEMENT

Named a “Mutual Fund Mecca” by Bloomberg News in 2012, Wisconsin boasts a deep roster of
successful, top-ranked investment managers. Who knew?

Wisconsin Select’s lineup of both experienced managers and up-and-coming young talent says it all.




(.DiSectnrs'.m A ARTISAN PARTNERS @3 ETF

SOLUTIONS
Convergence w

Investment Partners
Baird Funds

W Ginkgo @DANAIHE??;“E“‘

BROADVIEW

[ AMP H5e -

Capital Innovations

N HosnoFoos @ &
B TIMPANI @ Corrina Funps

% NICHOLAS I‘?» " WM

Plumb Funds

Building a Solid Foundation

FuNDS THOMPSON

Reinhart Partners, Inc. INVESTMENT MANAGIMENT. NG INVESTMENTS

Investing Involves Risk « Not FDIC Insured e No Bank or Credit Union Guarantee « May Lose Value

Investment Management



SUSTAINING A ROBUST
WISCONSIN ECONOMY

Retirement readiness and a positive participant experience are top
priorities, but there’s a deeper advantage to the Wisconsin Select
program that you'll love.

Consider that retirement plan assets sponsored by Wisconsin
employers currently total more than $294 billion. As a whole these
assets already generate as much as $3.57 billion of annual revenue
to service providers. So what's the problem?

Currently, as much as 98 percent of investment management,
fiduciary support and plan administration revenue leaves our state. In
addition, as much as 60 percent of advisor and plan fiduciary revenue
is also sent to providers out of Wisconsin.

By keeping a majority of important financial services roles right
here in Wisconsin, we have an opportunity to support sustainable,
living-wage careers for tens of thousands of state residents while

Currently...

2%

. Investment management, fiduciary
support and plan administration
revenue leaving Wis.

. Investment management, fiduciary
support and plan administration
revenue staying in Wis.

Advisor revenue leaving Wis.

. Advisor revenue staying in Wis.




simultaneously working to provide a positive retirement plan
experience.

With an ongoing focus on economic development in our state,
the opportunity is clear: the more wages and income tax revenue
we choose to direct to qualified financial service professionals in
Wisconsin, the greater the long-term benefit to all state residents.

The Wisconsin Select program helps fund our public schools, early
childhood development programs, roads, bridges, infrastructure,
universities, state parks, airports and more. Increased wages

and income tax revenue also go to support retail businesses,
manufacturers, restaurants, shopping centers, arts organizations,
hospitals, sustainable agriculture, sports franchises, conservation
efforts and historic preservation - all of the things that make
Wisconsin life worthwhile.

It also works to create a bright future for our state. Wisconsin
Select is more than just an employer-sponsored retirement plan; it's
a cornerstone to a better economy for generations yet to come.

It all starts with the decision to move your plan to Wisconsin Select.

Sources: Larkspur Data, 401(k) Averages Book, Appleton Group Research. Data as of 12/31/2014.

Wisconsin Select helps fund...

Public Schools Early Childhood
Development
Programs

O ¢

Bridges

Infrastructure Universities

Airports State Parks
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c/o Appleton Group LLC
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Chapter ETF 70
DEFERRED COMPENSATION PLANS

Subchapter| — General Provisions ETF 70.08 Investment providers.

ETF 70.01  Statement of purpose. ETF 70.09  Member responsibilities.

ETF 70.02  Definitions. ETF 70.10 Emegency withdrawals.

ETF 70.03  Board responsibilities.

ETF 70.04 Department responsibilities. Subchapter Il — State Defered Compensation Plan for Local Employees

ETF 70.05 Primary plan administration. ETF 70.1 Participation in the deferred compensation plan.

ETF 70.06  Alternate plan administration. ETF 70.12  Effective date.

ETF 70.07  Primary and alternate plan administration. ETF 70.15 Terminating participation in the deferred compensation plan.
Subchapter| — General Provisions (14) “Program”includes the primary plan and aaiternate

planauthorized under 40.8Q Stats., and approvéyy the board
ETF 70.01 Statement of purpose.  The purpose ahis for offering to eligible employees.

i i ini i History: Cr.RegisterJune, 1992, No. 438f. 7-1-92;CR 08-016cr. (4m)Reg-
chaptens tO_ establisia procedu':je Lorbaggng"sgatlon .?.La dEferregsterAugust 2008 No. 632f. 9-1-08;CR 11-040 renum. (1) to (4mjo be (intro.)
compensatiorprogram as provided by40.8Q Stats. The proee i 4)Rregister July 2012 No. 676f. 8-1-12;CR 14-055 am. (11) Register May
dure includes requirements and regulations for fivénary 2015No. 713 eff. 6-1-15.
deferredcompensation plan and any alternate deferred compensa o
tion plan. All plans shall be monitoredyaluated and approved ETF 70.03 Board responsibilities.  Theboard shall have

by the deferred compensation board. Howgesly the primary thefollowing responsibilities in regard to the program:

planshall be supported by the board as tfiieiaf state of Viscon- (1) Act, at all times, in a manner consistent with that of a
sin deferred compensation plan. trusteewith a fiduciary duty to the program and members.
History: Cr. Registey June, 1992, No. 438f. 7-1-92. (2) Determineand implement the mostfeient and cost

. . effective method for administration of the program consistent

ETF 70.02 Definitions. In this chaptewords and phrases it high quality services to members. prog

shallhfive the_follom?g meanings. . . (3) Establishstandarddy which the primary administrator
(1) “Administrator” means any company with whidne sh|ihe evaluated for initial and continued participation in the pri

board contracts to provide administrative services for deferrerﬁary plan.

compensatioplans authorized under40.8q Stats. (4) Evaluatethe performance of the primary administrator

(2) “Alternate administrator” means any company withich  annyally,to determine contractual compliance and compliance
theboard contracts to provide administrative services f@lt@R \yjth standards as established under £8)p.

g?;ttegeferred compensation plan authorized undéd $0(2m), (5) Declarethe boards oficial supportof the primary plan to
- ., i participatingemployers andnembers in the publication prepared

(3) "Alternate plan” means any deferred compensation plagy; the department as required ifESF 70.04 (5) (c)

ggtmh%ri'sztergtjgrder $40.80 (2m) Stats., and &éred by aralternate  ~ g peterminethe initial eligibility of any potential alternate
) o . . . administratorthat petitions the board tofef an alternatelan

(4) “Beneficiary” has the meaning given in40.02 (8) Stats. hasedon criteria established in ETF 70.06

(5) The“board” means the deferred compensation board.  (7) Evaluate alternate administratoasnually based on ci

(6) The“department” means the departmehemployee trust teriaestablished in £TF 70.06to determine their continued €li
funds. gibility.

(7) “Employee” means any person wiieceives earnings as  (8) Define general categories of investment products to be
paymentfor personal services rendered for the benefit of amfferedunder the primary plan and any alternate plan.
employerincluding oficers of the employer and is eligible topar  (9) Establishcriteria by which specific investment products
ticipatein the deferred compensation program. shallbe evaluated for initial and continued participation in the pri

(8) “Investment product” means anynsurance or annuity maryplan or any alternate plan.
contract,bank or credit union account, mutual or money market (10) Evaluateinvestment products fefred by theadministra

fund or other type of investment vehicle. tor, annually based on criteria established in §9bto determine
(9) “Investmentprovider” means any company that manages the investment product continues to be acceptableffiening
andoffers investments products. by the primary plan or alternate plan.

(10) “Member” means any employee elect|ng to part|c|pate in History: Cr Register June, 1992, NO 438f. 7-1-92;CR 11-040 renum. (1)
the deferred compensation prograrn. s 7 SRS oo h i gy moere, e e
(11) “Plan and trust document” means the document devel -
opedby the department and approved by the board to describe ifETF 70.04  Department responsibilities. ~ The depart
detail the regulations of the program and ensure program cofentshall be responsible for the following:
pliance with section457 of the internal revenue code which (1) Negotiateand implementontracts with administrators
requiresthe availability of this document to members. andinvestment companies.
(12) “Primary administrator” means the company contracted (2) Monitor plan administration anénsure contract com
to provide administrative services for the primary deferred-comliance.
pensation plan authorized unden8.80 (1) Stats. (3) Developandmaintain a plan document that defines rules
(13) “Primary plan” means the deferred compensatitem andrequirements of the program regardingmber enrollment in
authorizedunder s40.80 (1) Stats., and éfred by the primary the program, member deferral amounts, distributiomofount
administrator. balancesand administration of the program that will be distrib

Published under s. 35.93, Stats. Updated on the first day of each month. Entire code is always current. The Register date on each page
is the date the chapter was last published. Report errors (608) 266-3151. RegisterMay 2015 No. 713
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ETF 70.04 WISCONSINADMINISTRATIVE CODE 58

uted, by the administratar to new and current members byto the investment companiedarfing investment products to the
request. primary plan.

(4) Provideinformation and recommendatiots the board (2) The potentialadministrator shall agree to return all interest
andits committees that shall be necessary to complete the evalearnedon idle funds of the plan that are held by the administrator
tion of the primary and alternate administrator as required ints.the department to fset plan costs.

ETF 70.03 (4)and(7) and the investment products as required in (3) The potential administrator shall provide thecessary
s.ETF 70.03 (10) financial disclosure for assurance of its financial soundness.

(5) Prepareand distribute to members an annual publication (4) Theinvestment products fafred by the primaradminis
that presents a balanced and impartial overview of the primagator shall meet the criteria it ETF 70.03 (9)and be approved

planand any alternate plan that includes the following: by the board.
~ (a) Description of investment products and corresponding (5) The primary administrator shall provide an annual report
investmentrisks. to the board illustrating the investment performance dha#st

(b) Full disclosure of all direct and indirect costs to membenmsientproducts dered by the primary plan, as measuredtiteria

(c) Announcement of the boasdofiicial support of the pri  establishedinder sETF 70.03 (8)

i i History: Cr.RegisterJune, 1992, No. 438f. 7-1-92; correction in (4), (5) made
mary plan as reqwred In_ETF 70.03 (5') . unders.13.92 (4) (b) 7.Stats.Register July 2012 No. 676f. 8-1-12;CR 14-055
(d) General information about deferred compensation plaas. (1) (a) 1.Register May 2015 No. 713ff. 6-1-15.

including the maximum deferral amount allowed uniernal . . .
revenuecode section 457. ETF 70.06 Alternate plan administration. (1) Atits

; ; ; i tionthe board may contract with an alternatieninistrator
(6) Reviewand approve all material prepared by the primarg/S¢retion ISt
administrator and alternate administrator to describe the primi,Pffér an alternate plan. An alternate plan shall naifeally
plan and alternate plan and investment products to eligib pported by the board. Any administrator that meets the criteria
employersemployees and members. setforth in s.ETF 70.05 (1)(2) and(3) may be allowed to &ér
(7) Reviewand issue a determination on all requests for-em gidiisiisiEllen. The board shall not contract withe than one
. ’ - q Giternateadministrator at any one time.
gencywithdrawals as defined in ETF 70.10 -
8) Providereports to the board at each board meeti (2) Investmentproducts dered by an alternate administrator
( P etiray qZhall meet the criteria as established ifE$F 70.03(9) and be

degail em?ﬁenpyf Withcti_r awa}ls,t enroILment SIatiSt(ijCE' ?rI]anbasse %prove(by the board and shall not duplicate any of the specific
andany other information that may be requested by the boar : .
History: Cr. Register June, 1992, No. 438f. 7-1-02:CR 1040 renum. (1) TveStmeniproducts diered by the primary administrator

to (9) to be (intro.}o (8), correction in (5), (6) (c) made undet3.92 (4) (b) 7.Stats., (3) Thealternate administrator shall provide an annual report
RegisterJuly 2012 No. 67%f. 8-1-12. to the board that describes the investment performance of all
ETF 7005 Primary plan administaton. (1) Based. {ESTENBIOqes Sy e altmate plan, as measure b
upona_requesté‘or_p_roposal proggss,hthe board Sh?” corkl‘traqt w ﬁ(4) Potentialalternate administrators who meet the minimum
one primary administrator to tr the primary plan that Is requirementss defined in sub$l), (2) and(3) may petition the

approvedand oficially supported by the board. The administra L ; L
toprpawarded the con)t/ractp ?or the p%mary plan shall have: boardfor approval to participate in the program within a 30 day

(a) Atleast 5 years experience administering other section W'Od A S k| e

deferredcompensation programs. The administra@xper sconsinAdministrative Code and then from May 1 through
enceshall include administering &ast one program that meet (AERy L (U EE GlinfEy T SEUIL 1] L8t oy ot 19 oyl

R S‘patein theprogram as of the next calendar ye@he board shall
each of the following: limit the number of alternate administrators to one through a
1. Participation level of 30,000 members or more. requestfor proposal process should there ever be a second, or
2. Program involves multiple payroll reporting agencies. more,potential administrator that petitions the board.
3. Record keepinincludes consolidated record keeping for (5) If the evaluation of an alternaselministrator as required
all investment products that ardeyed. in s. ETF 70.03 (7)results in the termination of the alternate
(b) Marketing and enroliment services that include the fellowadministrator'sparticipation in the program or if their contract is
ing: not renewed, members shall be instructed to redirect deferrals and
1. A stafed ofice located in Madison and field representatransferexisting balances from investment producteretd by
tivesto provide services to all areas of the state. theterminated administrator to other investment produéésest
2. Contacts to each eligible employeeleist annually to PY the primary administrator or any other alternate administrator
describethe plan being déred by this administrator within a six-month period or othéme period designated by the
3. Frequent enroliment opportunitiesintervals established board. At the end of the six-month period ordatedesignated
by the board by the board, the board shall instruct the terminated administrator
o . ) fo redirect anydeferrals and transfer any remaining account bal
4. Presentation® employees that include full disclosure ofyncegyith investment products fefed bythe terminated admin
all direct and indirect coste members as well as advantages angirator to board designated alternative investment products
disadvantagesf participating in the plan fefred by this adminis  gffereq by the primary administratorSurrender chges thatare
trator. normally assessed against funtrsnsferred from investment
5. Literature and forms regarding the plan to be distributedgoductsoffered by one administratdo another shall not be
employeesand payroll personnéhat are in a form approved by assessetbr transactions under this subsection.
the department. History: Cr. RegisterJune, 1992, No. 43&f. 7-1-92; correction in(2), (3), (5)
(c) Member services that include the following: madeunder s13.92 (4) (b) 7.Stats.Register July 2012 No. 676f. 8-1-12.

1. Unlimited opportunities to increase or decrease deferral ETF 70.07 Primary and alternate plan administra -

amounts. tion. (1) All contracts with administrators shall be approved by
2. Unlimited opportunities to redirect defereahounts to any theboard and signed by the board chair or designee.admjnis
otherinvestment product tdred by the administrator trator who participates irthe program shall sign a contract in

(d) Accounting procedures and consolidated record keepingjich the administrator agrees to:
for member account transactions that maintains all individual (a) Follow all requirements and regulations of the program as
memberrecords and submits deferrals, transfers and withdrawadlsfinedin the plan and trust document.
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Publishedunder s35.93 Wis. Stats., by the Legislative Reference Bureau.
59 EMPLOYEETRUSTFUNDS ETF 70.10

(b) Share informationsuch as member annual deferral (a) Phase bdf the investment product termination process shall
amountswith the department and any other administrator cofast for 6 months during which time current members and employ
tractedby the board to ensure compliance with internal revenees newly enrolling in the primary or alternate plan shall be
codesection 457. informedin writing that the terminatingnvestment product does

(c) Provide full disclosure of all revenues receivedtiny Notmeet board evaluation criteria and that thisvestment wd-
administratorfrom members and investment providers of thekiCtis not open to new esifments.
planto the department at least annually 1. Any members already deferring to the terminating irvest

(d) Provide quarterly reports to the department to allow ad@entproduct shall be informed in writing that they needetd:
quatemonitoring of program administration and compliance witfectfuture deferrals from this product to an alternative investment
internalrevenue code section 457 regulations. productoffered by the primary or alternate plan by notifying the

(€) Provide an annual independently audited financial-sta@iMministrator of their new investment choice. _
mentof the administrator to the department within 120 days from 2. At the end of the 6-month period, the board shall instruct
the end of the calendar year the administrator tcautomatically redirect any membeidefer

(f) Submit to the department an acceptable contingency p@lls that have not been redirected to an alternative investment

to address both data processing systems failures and adminidtfgductfrom the terminated product intcbaard designated alter
tive services interruptions. native investment product tdred by the primary oalternate

(g) Provide to members, upon enroliment, full disclosure of eﬁ'an' -
feesand chages that are assessed, either directly or indirectly as 3: EXisting member account balances shall be allowed to
anoffset of earnings, by the administrator or the investment pf&mainin the terminatingnvestment product during this period.
viders. A memorandum of understanding detailing key aspects (b) Phase 2 of the investmeptoduct termination process
andrestrictions of the primary plan or any alternate plan shall fgmediatelyfollows the first 6-month period and providas
presented to and signed by employees enraitirmgther the pi additional 6-month period during which time members shall

mary plan or any alternate plan. transferexisting balances from the terminating product to another
(h) Provide to members, when requested, a copy of the fufifestmentproduct ofered by the primary or altemate plan.
prospectusand annual report for each investment prodieref 1. If at the end of the 6-month period, any memberfdiéesi

by the administratoand the ability to transfer account balancet® move a remaining account balance from the terminfaied,
from investment products fefred by one administrator to thosethe board shall instruct the administrator to automaticaityve
offeredby another thatmembets account balance into a board designattstnative

(i) Provide statements toembers, at least quartertietailing investmentproduct ofered by the primary or alternate plan.
member’syear to dat@nnual deferral amounts, account balance 2. Duringthe phase out process and at any time prior to the
informationand disclosure of all fees and s afecting mem  endof the second phase, the board may re-examine the-perfor
ber’sinterest earnings or account balances. r_nanceof the terminating investment productdetermine if con

() Provide information and counseling to members at termiridU€dplan participation is justified.

: . . : History: Cr. Register June, 1992, No. 43&f. 7-1-92;CR 08-016 am. (3)
tion of employment or retirement, regardlng the optlorﬁereﬂ (intro.) Register Augus?008 No. 632eff. 9-1-08; correction in (1), (3), made under

by the administrator for distributioof their account and timely s.13.92 (4) (b) 7.Stats. Register July 2012 No. 676ff. 8-1-12.

processingof payouts. The type of distribution option$eoéd

shallinclude lump sum and partial lump sum payments, iastall ETF 70.09 Member responsibilities. (1) Employees
mentpayment options and annuity options. electingto become a membef the primary or an alternate plan

(2) The primary plan and any alternate plan shall reimburg&all sign a memorandum of understanding prior to enrolling to
the department for theiproportionate share of the department certify that all prograntequirements and regulations have been
costsassociated with the program. clearly explained.

(3) The administratartheir agents and the investmemod (2) A member shall select one administrator for his or her
uctsthey ofer shall meet all applicable state and federal regulgleferrals. A member may not simultaneously defernings to the
tionsincluding sectiom57 of the internal revenue code, securityPrimary plan and an alternate plan.
and exchange commission regulations, and state faddral (3) Eachmember shall review information provided by the
insurancdaws and regulations. administratorand the department about the investment type and

History: Cr. RegisterJune, 1992, No. 438f. 7-1-92,CR 14-055 am. (1) (a), performanceof the investment productsfefed to determine
(d). (e). (hRegister May 2015 No. 71%ff. 6-1-15. which investment products best meet the mensbirdividual

. needsand financial objectives.
ETF 70.08 Investment providers. (1) Investment pro 4) Each ber shall itor hi h | deferral
vidersoffering an investment product through the primary plan or (4) Eachmember shall monitor his or her own annual deferra

analternate plan shall be selectggthe board based on the investamountsto ensure the amount does not exceed the maximum
ment product categories and criteria established unde&Ts. deferralamount allowed under internal revenue code section 457.

70.03(8) and(9). All contracts with investment providers of theter“h';;‘;%;,g“,539;5{5{9%9%%1{935?’ No. 438f. 7-1-92,CR 14-055r. (5)Regis-

primary plan or an alternate plan shall be approved by the board

and signed by the board chair or designee. ETF 70.10 Emergency withdrawals. (1) A participant
(2) Investmentproviders shall not be allowdd assess any or beneficiary may make engancy withdrawals in the eveot
director indirect costs to members. anunforeseeable engency under the following conditiormsd

(3) Basedon the board review required under ETF 70.03 limitations:
(20), the board may determine that an investment prodterieof (a) As defined ir6 USC 457(b) (5) and26 CFR 1.45%2 (h)
by the primary plan or aalternate plan is no longer acceptable fof4), an unforeseeable engency is one which causeevere
inclusionin the program. If the board decides to remove an inveihancial hardship to the participant or beneficiary as a result of a
mentproduct from the plan as a result of gfreducts failure to  suddenand unexpected illness or accident of the participant or
meetthe criteria as establishedder sETF 70.03 (9)the product beneficiaryor of adependent of the participant or beneficidogs
shall be phased out of the primary or alternate plan in a 2-step fthe participans or beneficiang property due to casualtyr
cessover a 12 month period that shall commence on the first busthersimilar extraordinary and unforeseeable circumstances aris
nessday ofthe sixth month following the boasddecision, as fel ing as a result of events beyond the control of the participant or
lows: beneficiary.
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ETF 70.10 WISCONSINADMINISTRATIVE CODE 60

Note: “A dependent of the participant” as used hexgefined by the secretary of tion p|an_ The goveming body of any emp|oyer as defined under
thetreasury as one specified USC 152a). . , s.40.02 (28) Stats., other than the state, may provide the state’
(b) The need to send a participanr beneficiang childto  geferredcompensation plan for its employees by the adoption of
collegeor the desire to purchase a home are examples of whatar.solution in the form approved by the départment. The

not unforeseeable engencies. ) _employershall forward a certified copy of the resolution to the
(c) The facts of each case shall be ascertained to determingdpartmentnd the therurrent administrative plan provider as
the circumstances constitute an unforeseeable ganey. definedin s.40.02 (18s)Stats.

(d) Withdrawal payment may not be made to the extent that thedistory: Cr. RegisterJJune, 1985, No. 354ff. 7-1-85; renum. from ETF0.10,
hardshipis or may be relieved: Register,June, 1992n0. 438, df 7-1-92.

1. Through reimbursement or compensation by insurance orgTE 7012 Effective date. Local implementation of the

otherwise, » . deferredcompensation plan and enrolimenieligible employees

2. By liquidation of the participarg’or beneficiang assets may begin immediately upon acceptance, by the department, of
to the extent the liquidation of theassets would not itself causethe resolution under €TE 70.1.
severefinancial hardship, or History: Cr. RegisterJune, 1985, No. 35&f. 7-1-85:CR 14-055 am. Regis-

3. By cessation of deferrals under the plan. ter May 2015 No. 713eff. 6-1-15.

(e) The withdrawal, because of an unforeseeailniegency,

shall be limited to an amount reasonably needed to satisfy %ETF 70.15 Terminating participation in the  deferred

pensation plan. The governing body of an employer

emergencyieed. other than the state, may terminate participationthe state

(2) The administrator shall: deferredcompensation plan aftarminimum of one year from the

(a) Receive requests from participants or beneficiaries fdatethe certified copy of the resolution requiredder sETF
unforeseeablemegency withdrawals, 70.11was accepted by the department, by adoptiresalution

(b) Investigate and document the facts on a form prescribedibyhe form approved by the department and forwarding a copy of
the department, and theresolution to the departmeand the then current administra

(d) Within 5 working days after the receipt of the informatiorive plan provider as defined in40.02 (18s)Stats. Enroliment
requestedrom the employer or other parties, either render a deg@ndpayroll deferral activities shall cea8é days after receipt by

sionor make a recommendation to the department on a‘jmm the department of theertified copy of a resolution to terminate
scribedby the department. participationin the states deferred compensation plafreatment

(6) The department shall prepare a report on unforeseealie prewou; b'nd'\]f.'d“akl‘ l(ljeferr_al |nve§tmen$peC|(fj|ctf)itlorr]13, |
emergencywithdrawal activity since the last meeting of the boaraccéc_)untsan enle Its s % continue to el gov%rne ?’t € plan
for presentation at the following meeting of the board. andinvestment plan provider contracts, unless the employer exer

History: Cr. RegisterJune, 1985, No. 35&ff. 7-1-85; renum. from ETEO.01, C|ses_|ts right of ownership undét6 CFR 1.4572 (j) to provide
RegisterJune, 1992, No. 43&f. 7-1-92,CR 08-016am. (intro.), (1) (a), (b), (d) for different treatment.
2. and (2) (a)Register August 2008 No. 632f. 9-1-08;CR 14-055 am. (2) Note: ChaptefETF 70requires several forms which are available at nogetar
(intro.), . (2) (c), am. (2) (d), r(3) to (5)Register May 2015 No. 713%ff. 6-1-15;  contactingeither the department of employee tfusids or the current administrative
correction in (2) (b) made under s35.17, Stats.,Register May 2015 No. 713 planprovider The forms may be obtained at no ¢feaby writing to: department
. of employee trust funds,®. Box 7931, Madison, WI 53707-793dr, by calling:
Subchapter|l — State Deferred Compensation Plan  (608)266-3285 or toll free at (877) 533-5020. The forms also are available on the
for Local Employees department'svebsite: etf.wi.gov or on the i@¢onsindeferred compensation pro
gram'swebsite: www.wdc457.org
.. . . History: Cr. RegisterJune, 1985, No. 354f. 7-1-85;CR 14-055 am. Regis-
ETF 70.11 Participation in the deferred compensa -  ter May 2015 No. 713eff. 6-1-15.
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November 28, 2016

Recommended amendments to Chapter ETF 70 - DEFERRED COMPENSATION PLANS

OBIJECTIVE: Modify existing ETF 70.05 Primary plan administration language to make it possible for
Wisconsin-domiciled administrators to competitively bid on deferred compensation relationships with
the State of Wisconsin.

RATIONALE: As currently written, there exists no in-state administrators who meet the qualifications
to be considered under a competitive RFP process for the Wisconsin Deferred Compensation Program.

Because of the current language, all roles and revenues (and tax dollars) are being forced to go to out-
of-state providers. Three minor statutory changes should be considered:

1)

2)

3)

Current language limits the administrator to 457(b) experience only, and excludes all other
relevant “defined contribution” experience (i.e. 401(k), 403(b), etc.). In reality, the
administrative differences between various defined contribution plans are insignificant (as
demonstrated by the current administrator, Empower Retirement, who uses the same
administrative platform for all three variants). Relevant 401(k) and 403(b) experience should be
allowed (with the current 5-year minimum), and should be evaluated as part of the subsequent
RFP process.

Current language sets a minimum participation level in a single program at 30,000 employees,
which also excludes all potential in-state administrators. While a reasonably high threshold is
necessary to demonstrate administrative scale, a minimum participation level of 10,000
employees in a single plan would more than suffice. As a point of reference, 99.9974% of
defined contribution plans sponsored by Wisconsin employers had fewer than 10,000
participants (Source: Larkspur Data, 9/30/2016). As a matter of reference, this minimum
participation number was amended in June of 2015 to the current 30,000 members from the
previous 5,000 members.?

Current language specifies that the administrator must have a staffed office in Madison. Due to
improved telecommunication services (i.e. email, internet, web conferencing, etc.) a staffed
office in Madison is unnecessarily restrictive and should be expanded to include any location in
Wisconsin. Current language specifying field representatives’ service to all areas of the state
would be unchanged.

1
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PROPOSED STATUTE REVISIONS:

% 3k %k %k

ETF 70.05 Primary plan administration. (1) Based upon a request for proposal process, the board shall
contract with one primary administrator to offer the primary plan that is approved and officially
supported by the board. The administrator awarded the contract for the primary plan shall have:

(a) At least 5 years experience administering other section 457 deferred compensation programs or
section 401(k) or 403(b) defined contribution programs. The administrator’s experience shall include
administering at least one program that meets each of the following:

1. Participation level of 36,866 10,000 members or more.
2. Program involves multiple payroll reporting agencies.
3. Record keeping includes consolidated record keeping for all investment products that are offered.

(b) Marketing and enrollment services that include the following:

1. A staffed office located in Madisen Wisconsin and field representatives to provide services to all areas
of the state.

* %%k
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