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ERS Ordinance Amendments Required by the Economic Growth and Tax Relief Reconciliation Act of 2001 ("EGTRRA"), Heroes Earnings Assistance and Relief Tax Act of 2008 ("HEART") and the Pension Protection Act of 2006 ("PPA")
Bullet Point Summary
The Employees' Retirement System of the County of Milwaukee ("ERS") is a qualified plan under the Internal Revenue Code ("IRS Code") and must comply with IRS Code requirements applicable to government plans.  Periodically, ERS is required to seek a determination letter from the Internal Revenue Service ("IRS") confirming ERS's compliance with Code requirements.  Certain ERS Ordinance amendments are necessary to comply with required legislative and regulatory changes.  The proposed amendments include requirements from federal legislation adopted in EGTRRA, HEART and PPA.  
Ordinance Section 201.24(2.7) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 401(a)(17) requirements.
Purpose.  The definition of "earnable compensation" within the Ordinances includes the annual compensation limit imposed by IRS Code section 401(a)(17).  Code section 401(a)(17) imposes a limit on the amount of annual compensation that can be used to calculate a participant’s retirement benefit.  The proposed amendment adjusts the limit in accordance with IRS Code section 401(a)(17).  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the IRS's Voluntary Correction Program ("VCP").  
Previous Compliance.  ERS has operationally complied with this requirement.  
Effective Date.  January 1, 2002.
Ordinance Section 201.24(2.10) - HEART
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 414(u) requirements.
Purpose.  The HEART Act made certain changes to how qualified retirement plans treat military service, providing that any additional benefits that may be provided by a plan due to the death of a participant, other than additional benefit accruals, must be provided to the beneficiaries of a participant who dies in qualified military service as if the participant were employed on the date of death.  
The HEART Act also required that differential wage payments provided to participants during qualified military service be treated as compensation to an active employee, even though the employee may be considered terminated for purposes of taking a distribution.  Differential wage payments are payments provided by an employer to an employee on active military duty to make up some or all of the wages the employee would have received if he or she were working for the employer.
Previous Compliance.  ERS has operationally complied with these requirements.  
Effective Date.  January 1, 2007.
Ordinance Section 201.24(4.6) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 401(a)(9) requirements.
Purpose.  IRS Code section 401(a)(9) requires plans to begin making required minimum distributions of a participant's benefit starting April 1 of the calendar year following the calendar year in which the employee attains age 70½ or terminates employment, if later.  The proposed revisions define the required beginning date and comply with other technical requirements of IRS Code section 401(a)(9) and the regulations.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  ERS has operationally complied with these requirements.  
Effective Date.  January 1, 2003.
Ordinance Section 201.24(4.7) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 401(a)(9) requirements.
Purpose.  IRS Code section 401(a)(9) specifies certain requirements for making distributions after a member dies.  The proposed amendments reflect required language under the IRS Code section 401(a)(9) regulations relating to required distributions upon a member's death.  These amendments are necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  ERS has operationally complied with these requirements.  
Effective Date.  January 1, 2003.
Ordinance Section 201.24(4.8)(4) - EGTRRA
Applicable IRS Code Section Requirement.  This change is necessary to accurately reflect the adoption of final IRS Code section 401(a)(9) regulations. 
Purpose.  The regulations under IRS Code section 401(a)(9) are now final.  The proposed amendments remove from Ordinance section 201.24(4.8)(4) an outdated reference to the proposed regulations under IRS Code section 401(a)(9).  
Previous Compliance.  This change has no operational effect on ERS.
Effective Date.  January 1, 2003.
Ordinance Section 201.24(12.1)(3) - EGTRRA
Applicable Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements. 
Purpose.  To satisfy tax qualification requirements, retirement plans must comply with IRS Code section 415, which limits the amount of the  benefit that an individual can receive from a retirement plan.  The requirements related to IRS Code section 415 are very technical in nature and relate to determining whether an individual's benefit is lower than applicable limits.  The proposed amendments incorporate required language under IRS Code section 415 describing how a small pension benefit that a member receives can be deemed to automatically satisfy the IRS Code section 415 benefit limit.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP. 
Previous Compliance.  ERS has operationally complied with these requirements.
Effective Date.  January 1, 2008.
Ordinance Section 201.24(12.2)(1) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with Code section 415 requirements.
Purpose.  These proposed revisions modify the process for adjusting the form of benefit for purposes of determining whether a benefit complies with the IRS Code section 415 limit.  The specific changes are technical in nature and are required by IRS Code section 415 and the accompanying regulations.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  ERS has operationally complied with these requirements.   
Effective Date.  January 1, 2008.
Ordinance Section 201.24(12.3)(2) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements.
Purpose.  IRS Code section 415 requires that individuals who receive pension benefits before age 62 be subject to a lower maximum benefit.  EGTRRA changed the process for adjusting the IRS Code section 415 limit for individuals receiving benefits before age 62.  These proposed revisions are technical in nature and incorporate the required IRS Code section 415 factors for calculating the actuarially equivalent benefit for individuals whose benefits begin before age 62.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  ERS has operationally complied with these requirements.   
Effective Date.  January 1, 2002.
Ordinance Section 201.24(12.3)(3) - EGTRRA
Applicable Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements.
Purpose.  As noted above, IRS Code section 415 requires that individuals who receive pension benefits before age 62 be subject to a lower maximum pension benefit.  EGTRRA removed certain limitations applicable to limiting an individual's benefit that commences before age 62.  The deleted requirements are technical in nature.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP. 
Previous Compliance.  ERS has operationally complied with these requirements.  
Effective Date.  January 1, 2002.
Ordinance Section 201.24(12.4)(1) - EGTRRA
Applicable Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements.
Purpose.  IRS Code section 415(c) limits the annual addition that an individual can make to a defined contribution plan (or, in the case of ERS, to the member's membership account or savings account including purchases of service credit).  The proposed change updates the limit for annual additions that a member can contribute to his or her savings account and membership account.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  
These amendments will correct the errors reported in the VCP related to members whose purchase of service credit exceeded 25% of their annual compensation.  
Effective Date.  January 1, 2002.
Ordinance Section 201.24(12.6) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements.
Purpose.  As noted above, IRS Code section 415(b) limits the annual benefit payable from a defined benefit pension plan, such as ERS, to an individual.  The proposed change updates the limit for annual benefit payments consistent with IRS Code section 415 requirements.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  Generally, ERS has operationally complied with Code section 415(b) and accompanying regulations.  
Effective Date.  January 1, 2002.
Ordinance Section 201.24(12.8) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements.
Purpose.  IRS Code section 415 defines what should be included in the definition of "compensation" for purposes of complying with Code section 415(c).  The proposed change updates the definition of compensation in compliance with IRS Code section 415 requirements.  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP. 
Previous Compliance.  ERS has operationally complied with these requirements. 
Effective Date.  January 1, 2001. 
Ordinance Section 201.24(12.8) - EGTRRA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 415 requirements.
Purpose.  As noted above, IRS Code section 415 defines what should be included in the definition of "compensation" for purposes of complying with IRS Code section 415(c).  Later effective IRS Code section 415 changes require additional updates to Ordinance section 201.24(12.8) with regard to the definition of "compensation."  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  ERS has operationally complied with these requirements. 
Effective Date.  January 1, 2008.
Ordinance Section 201.24(13.3) - EGTRRA 
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 401 requirements.
Purpose.  Certain distributions from qualified plans can be rolled over to an "eligible retirement plan" and receive favorable tax treatment by the IRS.  EGTRRA expanded the types of plans that qualify as "eligible retirement plans."  The proposed amendment updates the list of plans that qualify as an "eligible retirement plan."  This amendment is necessary to fulfill requirements for receipt of a favorable determination letter and correction under the VCP.  
Previous Compliance.  ERS has operationally complied with these requirements.  
Effective Date.  January 1, 2002.
Ordinance Section 201.24(13.3) and (13.4) - PPA
Applicable IRS Code Section Requirement.  This change is required to comply with IRS Code section 401 requirements.
Purpose.  As noted above, certain distributions from qualified plans can be rolled over to an "eligible retirement plan" and receive favorable tax treatment by the IRS.  The PPA expanded the definition of an "eligible retirement plan" that could receive a rollover distribution from plans such as ERS to include Roth IRAs.  In addition, plans must allow nonspouse beneficiaries to roll over benefit payments.  This change is required to comply with IRS Code requirements and fulfill requirements necessary for receipt of a favorable determination letter.  
Previous Compliance.  ERS has operationally complied with these requirements.  
Effective Date.  January 1, 2010.
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