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Correspondence Memorandum 

Date: November 7, 2016 

To: Group Insurance Board 

From: David H. Nispel, General Counsel 
Dan Hayes, Attorney 

Subject: Clearinghouse Rule #16-034 
Proposed Administrative Rule Making Technical and Minor 
Substantive Changes to Existing Administrative Rules 

Staff recommends the Board approve the final version of this proposed rule. 

The Department of Employee Trust Funds (ETF) proposes to revise existing 
administrative rules of the Department to make technical updates to existing ETF rules, 
delete obsolete language in ETF rules, create consistency with provisions in 2015 
Wisconsin Act 55 (2015-17 State Budget), and make other minor substantive changes. 
A copy of the Final Draft Report on Clearinghouse Rule #16-034 is attached. 

The rule was presented to the Board on August 16, 2016. Several questions were 
raised that required further clarification. The purpose of this memo is to provide more 
information on the two changes proposed in Clearinghouse Rule #16-034 and clarify the 
issues raised at the August meeting. 

Modifying Definition of “Dependent” for Purposes of the State of Wisconsin 
Group Life Insurance Program 
Under the State’s life insurance program, an insured employee’s spouse or domestic 
partner and dependent children are eligible for coverage. The employee has the option 
of insuring the lives of these family members for relatively small death benefits, which 
are generally intended to cover expenses related to the death, such as funeral and 
burial costs. The employee pays the entire premium. A spouse/domestic partner is 
covered for $10,000 per unit purchased, and dependents are covered for $5,000 per 
unit. The employee may purchase either one or two units of coverage. Coverage 
ceases when the employee retires or reaches age 70, whichever occurs first. 
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The definition of dependent for purposes of the life insurance program is found in the 
Administrative Code.1 The definition is very specific and currently reads as follows: 

(2) "Dependent" means: 

(a) For life insurance purposes, an eligible employee's spouse or domestic 
partner and an employee's unmarried child, including natural child, stepchild, 
child of the domestic partner, adopted child and a child in an adoptive 
placement under s. 48.837 (1), Stats., who is dependent upon the employee 
for at least 50% of support and maintenance and who is any of the following: 

1. More than 14 days of age, but under the age of 19,
2. Age 19 or over but less than age 25 if a full-time student, or
3. Age 19 or older and incapable of self-support because of a

physical or mental disability which is expected to be of long-
continued or indefinite duration.

ETF proposes that the following requirements be modified in the definition: 

 Remove the requirement that the dependent be unmarried;

 Remove the requirement that the dependent rely on the employee for at least
50% of support and maintenance;

 Remove the requirement that the dependent be more than 14 days of age; and

 Allow dependents to be insured up to age 26.

These changes are recommended based on discussions about potential program 
changes during the 2015 annual meeting between ETF and Securian, the third-party 
administrator for the life insurance program. The potential changes are intended to 
provide dependent benefits that are consistent with industry trends and better 
administer dependent life coverage with respect to the development of the new Benefit 
Administration System (BAS). Revising the Administrative Code is a necessary first step 
before considering future changes to the contract regarding dependent eligibility.  

ETF and Securian discussed the current requirement that a dependent be more than 14 
days of age. The insurance industry is moving away from the 14-day requirement 
because it can be very difficult for parents to understand after the loss of their infant 
child. Securian actuaries confirmed that this change would not lead to a significant 
increase in claims. In addition, the requirement that a dependent rely on the employee 
for at least 50% of support and maintenance is administratively difficult, due to problems 
posed in proving whether this requirement is met; it is generally not a feature found in 
most life insurance policies. Securian recommended removing this provision.  

1 Wis. Admin. Code § ETF 10.02 (2) (a). 
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The two remaining changes are proposed to align the program more closely to the 
health insurance requirements of the Affordable Care Act. This is also a trend in the life 
insurance industry, due to the desire of employers to align dependent eligibility across 
all benefits for ease of communication to insureds and for ease of administration. These 
changes would allow married children to be insured and move the upper age limit from 
25 to 26. When the rule was discussed in August, Board members questioned why the 
requirement that a dependent be a full-time student remains in the rule, given that this is 
no longer allowed for health insurance. This is a very valid point and after reviewing it, 
ETF now recommends deleting the full-time student requirement, thereby making the 
provision consistent with health insurance eligibility for dependents. 

Modifying Rule for Local ICI Program to Make it Consistent with State 
Program 
The Income Continuation Program for local government employees is established by 
administrative rule pursuant to the Group Insurance Board’s authority found in statute.2 
The 2015-17 State Budget changed the eligibility rules for Income Continuation 
Insurance for State employees by removing the requirement that an employee 
participate in the WRS for at least six months in order to be eligible for coverage. As a 
result, that provision in the state and local programs are inconsistent. In addition, 
requirements that the employee be under age 70 and not on a leave of absence at the 
time of enrollment are not consistent with the program for state employees. In order to 
facilitate efficiency of administration, the department proposes removing these 
requirements in order to make the state and local programs operate under consistent 
rules. 

Staff will be at the Board meeting to answer any questions. 

Attachment: Clearinghouse Rule #16-034 Proposed Administrative Rule Making Technical and Minor 
      Substantive Changes to Existing Administrative Rules (GIB | Ref. 8.16.16 | 6) 

2 Wis. Admin. Code § ETF 50.10; Wis. Stat. § 40.61 (3). 
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Correspondence Memorandum 

Date: July 22, 2016

To: Group Insurance Board

From: David H. Nispel, General Counsel
Dan Hayes, Attorney

Subject: Clearinghouse Rule #16-034
Proposed Administrative Rule Making Technical and Minor
Substantive Changes to Existing Administrative Rules

Staff recommends the Board approve the final version of this proposed rule.

The Department of Employee Trust Funds (ETF) proposes to revise existing
administrative rules of the Department to make technical updates to existing ETF rules,
delete obsolete language in ETF rules, create consistency with provisions in 2015
Wisconsin Act 55 (2015-17 State Budget), and make other minor substantive changes.
A copy of the Final Draft Report on Clearinghouse Rule #16-034 is attached.

Specifically:

 The proposed rule modifies the eligibility requirements for Income Continuation
Insurance for employees of local units of government to make the requirements
consistent with changes made in 2015 Wisconsin Act 55 for state employees.
This is accomplished by removing the requirement that an employee participate
in the WRS for at least 6 months from the definition of “eligible employee.” Other
minor changes were also made to make the local government program eligibility
rules consistent with the program for state employees.

 The proposed rule makes minor changes to the definition of “dependent” for
purposes of life insurance offered to state employees in order to provide flexibility
that will be beneficial to the implementation of ETF’s Benefit Administration
System. These changes remove the requirement that the dependent be
unmarried and that the dependent be at least 14 days old. It also changes the
maximum age of a dependent from 25 to 26 (if a full time student) to make it
consistent with the Group Health Insurance Program. Finally, it removes the
requirement that a dependent rely upon the employee for at least 50% of support
and maintenance.
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Board approval of the final version of the proposed rule is the next step in the 
administrative rule promulgation process. If approved by the Board, the rule will be 
submitted to the Governor’s Office and the State Legislature for consideration. Prior to 
this date, the following action has been taken: 
 

 Scope Statement approved by the Governor (January 27, 2016) 

 Scope statement published in the Wisconsin Administrative Register (February 1, 
2016) 

 Scope statement approved by ETF Secretary (February 11, 2016) 

 Pre-submission of proposed rule for editing submitted to the Legislative 
Reference Bureau (April 14, 2016) 

 Pre-submission editorial suggestions received from Legislative Reference 
Bureau (April 20, 2016) 

 Proposed rule and report submitted to the Legislative Council Administrative 
Rules Clearinghouse (May 12, 2016) 

 Proposed rule and economic impact analysis submitted to the Governor’s Office, 
Department of Administration and Legislative Reference Bureau along with a 
notice of the scheduled public hearing (May 12, 2016) 

 Proposed rule and economic impact analysis submitted to the Senate Chief Clerk 
and Assembly Chief Clerk (May 12, 2016) 

 Proposed rule, fiscal estimate and economic impact analysis posted on ETF’s 
website (May 23, 2016) 

 Notice of hearing published in the Wisconsin Administrative Register (May 23, 
2016)  

 Legislative Council Clearinghouse Report received (June 8, 2016) 

 Public hearing for proposed rule (June 15, 2016) 
 
One change to the rule was made in response to the single comment received in the 
Legislative Council Clearinghouse Report. The rule now conforms to recommended 
form and style.  
 
Staff will be at the Board meeting to answer any questions. 
 
 
Attachment: Final Draft Report on Clearinghouse Rule #16-034 
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State of Wisconsin 
Department of Employee Trust Funds 

Group Insurance Board 
 
              
 
 

FINAL DRAFT REPORT ON CLEARINGHOUSE RULE #16-034 
 

An order to repeal ETF 50.10 (1) (a) to (c) and (2); to renumber and amend ETF 
50.10 (1) (intro.); and to amend ETF 10.01 (2) (a) 1. and 2., relating to technical and 
minor substantive changes in existing ETF administrative rules. 
              
 
Agency Person to be Contacted for Questions ............................................................... 2 
 
Statement Explaining Need for Rule ............................................................................... 2 
 
Analysis Prepared by Department of Employee Trust Funds .......................................... 2 
     Statutes interpreted .................................................................................................... 2 
     Statutory authority ...................................................................................................... 2 
     Explanation of agency authority ................................................................................. 2 
     Related statutes or rules ............................................................................................ 2 
     Plain language analysis .............................................................................................. 3 
     Summary of, and comparison with, existing or proposed federal regulations ............. 3 
     Comparison with rules in adjacent states ................................................................... 3 
     Summary of factual data and analytical methodologies ............................................. 3 
     Analysis and documentation concerning effect on small businesses ......................... 3 
     Statement of effect on small business ........................................................................ 3 
 
Regulatory Flexibility Analysis ......................................................................................... 3 
 
Fiscal Estimate and Economic Impact Analysis .............................................................. 4 
 
Text of Rule ..................................................................................................................... 4 
 
Department of Administration s. 227.137 Report ...................................................... None 
 
Energy Impact Report ............................................................................................... None 
 
Legislative Council Staff Clearinghouse Report ........................................................... 5-7 
 
Response to Legislative Council Staff Recommendations .............................................. 8 
 
List of Persons Who Appeared or Registered at the Public Hearing ............................... 8 
 
Summary of Public Comments ........................................................................................ 8 
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Modifications to the Rule as Originally Proposed as a Result of Public Comments ........ 8 
 
Modifications to the Analysis Accompanying the Proposed Rule .................................... 8 
 
Modifications to the Fiscal Estimate ................................................................................ 8 
 
Effective Date .................................................................................................................. 8 
 
The scope statement for this rule, SS 007-16, was approved by the Governor on 
January 27, 2016, published in Register No. 722A1, on February 1, 2016, and approved 
by ETF Secretary Robert Conlin on February 11, 2016. 
 
Agency Person to be Contacted for Questions 

 
Please direct any questions about the proposed rule to David Nispel, General 
Counsel, Department of Employee Trust Funds, P.O. Box 7931, Madison WI 
53707.  Telephone: (608) 264-6936. E-mail address: david.nispel@etf.wi.gov. 

 
Statement Explaining Need for Rule 
 

This rule-making is needed to make technical updates to existing ETF rules, 
create consistency with statutes recently amended by the legislature, and to 
make other minor substantive changes. 

 
Analysis Prepared by the Department of Employee Trust Funds 
 
1. Statutes interpreted: 

Sections 40.02 (20) and 40.61 (3), Stats. 
 

2. Statutory authority: 
Sections 40.03 (2) (ig) and 227.11 (2) (a), Stats. 
 

3. Explanation of agency authority: 
By statute, the ETF Secretary is expressly authorized, with approval by the 
Group Insurance Board, to promulgate rules required for the administration of the 
income continuation and life insurance plans established under subchs. IV to VI 
of ch. 40 of the Wisconsin statutes.  
 
In addition, 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. 

 
4. Related statutes or rules: 

There are no other related statutes or administrative rules directly related to this 
technical rule.   
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5. Plain language analysis: 
The objective of this rule is to make technical updates to existing ETF rules, 
create consistency with provisions in 2015 Wisconsin Act 55 related to Income 
Continuation Insurance (ICI), and make other minor substantive changes. Two 
specific changes are made in this rule: 

 Modifies the definition of “Dependent” for purposes of group life insurance 
offered to Wisconsin Retirement System members by removing the 
requirement that the dependent be unmarried, removing the requirement 
that the employee be responsible for at least 50 percent of support and 
maintenance for the dependent, removing the requirement that the 
dependent be more than 14 days old, and changing full time student 
status from age 25 to age 26 in order to match the age limit for health 
insurance.  

 Modifies the eligibility requirements related to ICI offered by local units of 
government in order to make them consistent with eligibility changes 
made to ICI offered to state employees in the 2015-2017 state budget. 

  
6. Summary of, and comparison with, existing or proposed federal statutes and 

regulations: 
The only federal regulations that may be affected by this proposed rule are 
provisions of the Internal Revenue Code regulating qualified pension plans. The 
Wisconsin Retirement System is required to be maintained as a qualified plan by 
s. 40.015, Stats.     
 

7. Comparison with rules in adjacent states: 
Periodically, retirement systems in adjacent states promulgate technical rules to 
update existing administrative rules.     

 
8. Summary of factual data and analytical methodologies: 

The department is proposing this rule to update existing rules and interpretations 
of existing statutes. 
 

9. Analysis and supporting documents used to determine effect on small business 
or in preparation of economic impact analysis: 
This rule does not have an effect on small businesses because private 
employers and their employees do not participate in, and are not covered by, the 
Wisconsin Retirement System.  Please see attached economic impact analysis. 

 
10. Effect on small business: 

The rule has no effect on small businesses. 
 
Regulatory Flexibility Analysis: 
 

The proposed rule has no 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. 
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Fiscal Estimate and Economic Impact Statement: 
 

Please see the attached Fiscal Estimate and Economic Impact Statement.  
 

 
Text of Proposed Rule 

 
SECTION 1.  ETF 10.01 (2) (a), 1. and 2. are amended to read: 
 

ETF 10.01 (2)  “Dependent” means:  

(a)  For life insurance purposes, an eligible employee's spouse or domestic partner 

and an employee's unmarried child, including natural child, stepchild, child of the 

domestic partner, adopted child, and a child in an adoptive placement under s. 48.837 

(1), Stats., who is dependent upon the employee for at least 50% of support and 

maintenance and who is any of the following:  

1.  More than 14 days of age, but under Under the age of 19,.  

2.  Age 19 or over but less than age 25 26 if a full-time student, or 
 
SECTION 2.  ETF 50.10 (1) (intro.) is renumbered (1) and amended to read: 
 

ETF 50.10 (1)  An employee of an employer, other than the state, shall be eligible for 
income continuation insurance under s. 40.61 (3), Stats., if the requirements of ss. 
40.02 (46) and 40.22, Stats., and the following conditions are satisfied: are satisfied. 
 
SECTION 3.  ETF 50.10 (1) (a) to (c) and (2) are repealed. 
 
SECTION 4.  EFFECTIVE DATE.  This rule shall take effect on the first day of the 
month following publication in the Wisconsin Administrative Register as provided in s. 
227.22 (2) (intro.), Stats. 
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Response to Legislative Council Staff Recommendations 

ETF implemented all of the Legislative Council Staff recommendations contained 
in the Clearinghouse Report.  

 
List of Persons Who Appeared or Registered at the Public Hearing. 

 
No persons appeared or registered either for or against the rule at the public 
hearing on June 15, 2016.   

Summary of Public Comments. 
 

No person wished to testify concerning the rule. The record was held open for 
written comments until 4:30 p.m. on June 15, 2016, but no comments were 
received.  

Modifications to Rule as Originally Proposed as a Result of Public Comments. 
 

None. 
 
Modifications to the Analysis Accompanying the Proposed Rule. 

 
None.    

 
Modifications to the Initial Fiscal Estimate. 
 

None. 
 
Effective Date. 
 

This rule shall take effect on the first day of the month following publication in the 
Wisconsin Administrative Register as provided in s. 227.22 (2) (intro.), Stats. 
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Respectfully submitted, 
 
 
DEPARTMENT OF EMPLOYEE TRUST FUNDS 
 
 
 
 
   
________________________________  Date: _______________ 
Robert J. Conlin 
Secretary 
 
 
 
  
 



 

 
 

 
 



 

 
 

 

  



 

 
 

 


