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DELIVERED BY COURIER

AND SENT BY FACSIMILE

Mr. Paul Hogan [FAX: 855-240-1585]

Internal Revenue Service TE/GE

915 Second Avenue

Mail Stop 510

Seattle, WA 98174

Dear Mr. Hogan: Re: Employees' Retirement System of the

County of Milwaukee ("ERS")
EIN: 39-6005720 PN: 001

Thank you for taking the time to speak with me on Friday regarding the updated
VCP filing you received on June 22, 2017 via fax and June 23, 2017 via overnight mail,

As noted in the cover letter, ERS postponed resubmitting the 2014 VCP submission
until Baker Tilly finished its review of ERS's benefit payments. As I stated on the phone,
Baker Tilly's Phase 1 report is scheduled to be released on Wednesday, June 28,2017.
Accordingly, ERS determined that it was best to prepare a submission with preliminary
updates to the 2014 VCP. As we also discussed, the contents of the Baker Tilly report
have not been disclosed to the Pension Board or to me, so we do not know the extent of
any additional errors to be reported.

As you requested, we will provide you with a link to the Baker Tilly report once it
has been released, and we will contact you within a week or two after the release of the
report to discuss the report further.

We all agree that a complete submission is the ultimate goal. This means that the
filing should be expanded to include updated information about the previously reported
errors as well as newly identified errors and corrections.
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Thank you for allowing Milwaukee County and the Pension Board to file an
updated submission to receive a new control number based on the new submission date
without requiring payment of the VCP filing fee. It is much appreciated.

Please let us know if you have any questions before we speak again in a couple of
weeks.

Yours very truly,

REINHART BOERNER VAN DEUREN s.c.
/Y
Steven D. Huff a

36534343

0715 Amy Pechacek, Interim Director - Retirement Plan Services
Norb Gedemer, Pension Board Chairperson
Laurie Braun, Pension Board Vice Chairperson
Michael Harper, Pension Board Audit Committee Chairperson
Margaret Daun, Corporation Counsel
James Carroll, Assistant Corporation Counsel
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June 22, 2017

Steven D. Huff
Dircct Dial: 414-298-8126
shuff@reinhartlaw.com

DELIVERED BY COURIER

AND SENT BY FACSIMILE

Mr. Paul I«I()gan [FAX: 855-240-1585]

Internal Revenue Service TE/GE

915 Second Avenue

Mail Stop 510

Seattle, WA 98174

Dear Mr. Hogan: Re: Employees' Retirement System of the

County of Milwaukee ("ERS")
EIN: 39-6005720 PN: 001

As we discussed in March, with the IRS's approval, ERS postponed expanding the
2014 VCP submission until Baker Tilly has finished its review of ERS's benefit payments.
We also understand that the IRS will be assigning a new case number to this VCP, but
there will not be a separate VCP charge to the Sponsor.

ERS proposes to submit the attached redlined VCP submission with some
preliminary updates in order to allow the IRS to assign a new case number to this VCP.
We understand that the Baker Tilly initial review will be released and published next
Wednesday.

Please let us know if this is not acceptable to you. Thank you.
Yours very truly,
REINHART BOERNER VAN DEUREN s.c.

» oo 8
feven D. Hutf 4

36404155
Encs.
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cc: Amy Pechacek, Interim Director - Retirement Plan Services
Norb Gedemer, Pension Board Chairperson
Laurie Braun, Pension Board Vice Chairperson
Michael Harper, Pension Board Audit Committee Chairperson
Margaret Daun, Corporation Counsel
James Carroll, Assistant Corporation Counsel
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- 8951 User Fee for Application for Voluntary | ous . 1ss.167s
Correction Program (VCP)

{Rev. September 2016) Under the Employee Plans Compliance Resolution System (EPCRS) ForIRBLesOny

Department of the Treasury ¥ Information about Form 8951 and its instructions is at www.irs.gov/form8951. gmoum paid

Internal Revenue Service b Attach to Form 8950, e

1 Name of plan spensor (erployer if singla-employer plan)

COUNTY OF MILWAUKEE
2 Plan sponsor's employer identification number | 3 Plan number | 4 Plan name
EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF
39-6005720 001 MILWAUKEE
5 Number of plan participants. See Instructions 1o deterinine this number.

13029
6 Ifyou are éubmitting a check for an additional VCP user fee that has been requested by an IRS employee In Voluntary
Compliance, check this box [ and provide the check amount  $ and the VCP case number

7 For qualified retirement plans under sections 401(a) and 403(b) that do not qualify for a reduced or alternative user fee, as
described below on line 8. Enter the general user fee amount § based on the number of plan participants.

Do not complete line 7 if you qualify for a reduced or alternative fee as described below on line 8.

Check box, if applicable and

8 Reduced and alternative user fees for VCP submissions it biblobad Toe:

(a) Plan is a section 401(a) or 403(b} plan that qualifies for a reduced fee associated with

specific failures and under certain conditions. See instructions. Enter fee amount $

(b) VCP submission relates to a request for a minor modification of a previously issued

compliance statament. See instructions. Enter fee amount §

Enter fee amount $

() Plan is a SEP, SARSEP, or SIMPLE IRA, See instructions.

(d) Group submission from an eliglble organization. See instructions, Enter fee amount $

(e) Terminating orphan plan. A terminating orphan plan may be granted a waiver of the fee

upon request. See insiructions. No fee is due at this time.

. No payment Is due at the
() Plan is & section 457(b) plan, See instructions, time of filing.

For Paperwork Reduction Act Notice, see instructions. Cat. No, 37771W Form 8951 (Rev. 9-2016)

O 1800 0 |0 (O

L | AN+



Form 8851 (Rev, 9-2016)

Page 2

Saction referances are to the Internal
Revenue Code unless otherwise noted.

Future Developments

For the latest information about
developments related to Form 8951 and
its instructions, such as legislation
enacted after they were published, go to
www.irs.gov/form8957.

What's New

The IRS has classifled fees associated with
the Voluntary Correctlon Program (VCP) as
user fees subject to section 7528. For
2016, user fees for VCP submissions are
set forth in Rev. Proc. 2016-8, section 6.08.
User fees for VCP submissions are
currently published as part of the annual
ravenue procedure for the user fee
program of the IRS as It pertains to
requests for letter rulings, determination
letters, etc., on matters under the
jurisdiction of the Commissioner, Tax
Exempt and Government Entities Division.

Beginning in 2017 and each year
thereafter, the user fees for VCP
submissions will be published as part of an
annual Employee Plans revenue procedure.
Taxpayers should refer to the revenue
procedure in effect at the time they file their
submission with the IRS to determine the
VCP user fee.

Tha IRS no longer lists specific user fee
amounts on this form. Applicants will enter
the applicable fee amount when
completing the form. For the current user
fees, go to the applicable annual revenue
procedure or IRS.gov at www.irs.gov/
retirement-plans/voluntary-correction-
program-feas,

General Instructions

Purpose of Form

Generally, a user fee is required with
each VCP submission. Use Form 8851 to
submit the applicable fee for the VCP
submission.

Where To File

Include Form 8951 and the applicable fee
with your VCP submission,

Send the documents to:

internal Revenue Service
P.O. Box 12192
Covington, KY 41012-0192

VCP submissions shipped by express
mail or a delivery servlce should be sent to:

Internal Revenue Service
201 Waest Rivercenter Blvd.
Attn: Extracting Stop 312
Covington, KY 41011

Payment of User Fee

Generally, you must include a user fee
payment with any VCP submission mailed
to the IRS. If your submission is for a
terminating orphan plan or a section 457 (b}
plan, no fee or payment is due at the time
of filing. See the instructions for line 8(g)
and line 8{f) for additional information.

Attach a check to Form 8851 payable
to the “Uniled States Treasury” for the full
amount of the fee. If you do not
include the full amount of the fee, your
submission may be returned or closed with
no action. In addition, include a photocopy
of the check with your VCP submission,

if you have multipie pians (for example, a
profit-sharing and a money purchase
plan), submit a separate VCP
submission (including a separate Form
8951) for each plan. Submit a separate
check, including a photocopy of the
chack, for each VCP submission.

Your check may be converted to an
electronic fund transfer, An electronic fund
transfer is the process by which the IRS
electronically instructs your financial
institutlon to transfer funds from your
account to the Treasury's account,
rather than processing your check. By
sending your completed, signed check
to the IRS, you authorize the IRS to copy
your check and to use the account
information from your check to make an
electronic fund transfer from your account
for the same amount as the check. If the
electronic fund transfer cannot be
processed for technical reasons, you
authorize the IRS to process the copy of
your check, The electronic fund transfer
from your account will usually oceur within
24 hours, which is faster than a check Is
normally processed, so it Is important
that you have sufficient funds available in
your checking account when you send the
IRS your check. Your financial institution
will not return your cancelled check to you.

Information about correcting plan errors
and examples of how to determine the user
fee is available at www.irs.gov/retirement-
plans/correcting-plan-errors,

Specific Instructions

Lines 1-5

Lines 1 through & should correspond to the
information you entered for line 1a, 11, 4b,
4a, and 4de, respectively, on the related
Form 8950, Application for Voluntary
Correction Program (VCP) under the
Employee Plans Compliance Resoclution
Systemn (EPCRS).

Submission of Additional Fees

Line 6

The IRS's office of Employee Plans
Voluntary Compliance may contact you
regarding additional fees that may be due
for a previously submitted VCP case. If you
are instructed to submit an additional fee,
file Form 8951 along with a check for the
additional user fee, a copy of the check
and an approprlate cover letter. Complete
lings 1-5, It is Important to complete line 6
by checking the box and entering the
amount of the additional fee you are
submitting plus the nine-digit VCP case
number that has been assigned to your
VCP submission. No other items on the
Form 8851 need o be completed. Once &
VCP submission has been mailed to the
IRS, an applicant should not mall any

checks to the IRS for any fes matters
unless the applicant has received specific
instructions from the IRS.

User Fee for VCP Submissions

Line 7

For qualified retirement plans established
under section 401(a) or 403(b), enter the
amount of the applicable general user fee
you are including with your VCP
submission. The general user fes amounts
for these types of retirement plans are
based upon the number of plan
participants. Follow the Determining the
Praper User Fee section in these
instructions, later. Do not complete this
itemn if you qualify for a reduced or
ahernative VCP fee listed on line 8. For the
current user fees, go to the applicable
annual revenue procedure on IRS.gov at
www.irs.gov/retirement-plans/voluntery-
correction-program-fees.

Lines 8(a)-{f)

Check the appropriate box and If
applicable, enter the user fee for VCP
submissions involving reduced or
alternative fees for certain section 401(a)
and section 403(b) plans, SEP, SARSEP, or
SIMPLE IRA retirement plans; group
submissions; terminating orphan plans;
457(b) plang and minor modificalions of a
previously issued compliance statement,
For the current user fees, go to the
applicable annual revenue procedure on
IRS.gov at www.irs. goviretirernent-plans/
voluntary-corraction-program-fees.

e LIne 8(a). For section 401(a) and section
403(b) plans, a reduced user fee may be
available under limited circumstances.

e Line 8(b), The VCP submisslon is limited
to a request for a minor modification of a
previously Issued compliance statement
and the request is mailed to the IRS before
the end of the correction peried provided
for in the compliance statement,

¢ Line B(c). There is a spoacial user fee fora
SEP, SARSEP, or a SIMPLE IRA VCP
submission,

¢ Line B(d). If the VCP submission is a
group submission from an eliglble
organization for section 401(a) and section
403(b) plans, the user fee Is based on the
number of plans affected by the fallure
described In the VCP submission. An initial
user fee payment must be included with
the submission and must be attached to
Form 8961, An additional user fee may also
apply. The IRS will request the additional
fee, if applicable.

¢ Line 8(e). The IRS has discretionary
authority to walve the user fee in the case
of a terminating orphan plan, If requested
by an ellgible party. A VCP applicant who Is
an eligible party can request that the user
fee be waived. Include a written
explanation that explains why a waiver
should be granted.
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e Line 8(f), Do not inciude any payment at
this time If the plan Is a section 457(b) plan.
If the IRS chooses to process the
submission, it will collect a mutually
acceptable sanction payment when the
applicant signs a special closing
agresment,

Determining the Proper User Fee

Step 1:

On line 5, enter the total number of plan
participants at the end of the plan year
recorded on line 6(f} of the retirement

plan’s most recently filed Form 5500 return.

Filers of Form 5500-8F or EZ will use the
equivalent line item specified on thelr
forms. For applicants that are exempt from
filing a Form 5500 series return, enter the
number of plan participants determined as
of the last day of the most recently ended
plan year. Howaver, if this information is
not avallabie at the time the VCP
submission is being mailed to the IRS, it is
acceptable to use the most recently ended
prior plan year for which information on the
number of plan participants is available.
The exception does not apply if the VCP
submission is malled to the IRS more than
seven months after the close of the most
recently ended plan year preceding the
date of the VCP submission. Plans that
have terminated and filed a final Form
5500 setles return should enter the number
of participants on the return filed for the
year prior to the vear all assets were
distributed. Your entry should correspond
to the information on Form 8950, line 4e.

Step 2:

Single employer plans:

For those VCP submisslons that pertain to
a qualified retirement plan under section
401(a} or 403(b) that do not qualify for any

reduced user feas, the general user foe is
based on the number of plan participants.

Multiemployer or multiple employer
plans:

if a submisslon relates to a multlemployer
or multiple employer plan, the general user
fee will normally be determined in
accordance with the instructions in Step 1
and in the first paragraph of this Step 2.
However, if all of the described failures in
the submission apply to fewer than all of
the employers under the plan, the plan
administrator may choose to have the
general user fee computed separately for
each affected employer based on the
participants attributable to that employer
rather than the total participants of the
entire plan, This may apply, for example,
when the plan administrator believes each
failure is attributable in whole or in part to
data, information, actions, or inactions that
are within the control of the employers
rather than the multiemployer or multiple
employer plan {such as attribution in whole
or in part to the failure of an employer to
provide the plan administrator with full and
complete Information),

If you are using this special methodology
to determine the general user fee, attach a
written explanation that detalls how the
user fee was determined, When completing
Form 8951, the plan administrator would
complete line & in the normal manner by
using the total participant count reported
on the most recently filed Form 5500 series
return for the entire plan.

Step 3:

if a VCP submisslon consists solely of
multiple failures that qualify for reduced
user fees, then the user fee amount will be
the lesser of: the sum of the reduced user
fee amounts or the general user fee
amount. If the total of the applicable
reduced user fee amounis is less than the
general user fee amount for qualified
retirement plans under sections 401(a) and
403(b), include a workshest showing how
you determined the user fee for your
submission.

Note: Additional payments to the IRS may

be due under certain sltuations that invoive;

{a) Egregious qualification fallures;

{b) SEP, SARSEP, or SIMPLE IRA plans
that choose to allow excess amounts to
remain within the affected IRAS;

(c) Situations where the plan sponsor
has requested that the IRS walive the
additional 10% tax imposed by section
72(t) on certain plan distributions,

Go to the correcting plan errors web
page on IRS.gov to find additional
information. If applicable, the IRS will
discuss the matter with the plan sponsor
and sollcit the additional payment during
the review of the VCP submission.

Paperwork Reduction Act Notice. We
ask for the information on this form to carry
out the Internal Revenue laws of the United
States, If you want to have your VCP
submission approvad by the IRS, you are
required to give us the information. We
need it 1o determine whether your
correction proposals meet the legal
reguirements applicable to quallfled
retirement plans.

You are not required to provide the
information requested on a form that is
subject to the Paperwork Reduction Act
unless the form displays a valid OMB
control number. Books or records reiating
to a form or its instructions must be
retained as long as thalr contents
may become materlal in the adminlstration
of any Internal Revenue law. Generally, tax
returns and return information are
confldentlal, as required by section 81083.

The estimated average time is:

Recordkeeping 3 hr,, 21 min.
Learning about the

law or the form . 2hr., 39 min,
Preparing the form . 3 hr,, 45 min.

Copying, assembling, and
sending the form to the IRS C hr., 16 min,

If you have comments concerning the
accuracy of this time estimate or
suggestions for making this form
simpler, we would be happy to hear from
you. You can send your comments to:

Internat Revenue Service

Tax Forms and Publications Division
1111 Constitution Ave. NW, IR-8626
Washington, DC 20224

Do not send thig form to this address,
Instead, see Where To File.



r- Application for Voluntary OMB No. 1545-1673 _I
~ 8990 Correction Program (VCP) For IRS Use Only

(Rev. September 2015) :
Under the Employee Plans Compliance Resolution System (EPCRS)

Department of the Treasury | bl P >
Internal Revenue Service | ¥ Information about Form 8950 and its instructions is at www.irs.gov/formBS50.

Review the attached Procedural Reduirements Checklist before mailing this VCP submission to the IRS.

1a Name of plan sponsor (employer if single-employer plan)

l COUNTY OF MILWAUKEE l

1b Address of plan sponsor {if a P.O. box, see instructions) 1c¢ City or town 1d State 1e ZIP code

| 901 NORTH NINTH STREET, ROOM 210-C | H/IILWAUKEE l W1 l 53233 |
1f Foreign country name 1g Foreign province/county 1h Foreign postal code
1i Employer identification number 1j Telephone number 1k Fax number 11 NAICS Business Code

r 39-6005720 | I 414-278-4242 l | [ i J

2a Person to contact if more information is needed. {see instructions)

(If a Power of Attorney is attached, check box and do not complete fines 2a through 2g.)

Name
2b Address 2c City or town 2d State 2e ZIP code
2f Telephone number 2g Fax number

| L ]

If more space Is needed for any line items, attach additional sheets of the same size as this form. Identify each additional sheet with
the plan sponsor’s name and EIN and identify the corresponding line item.

Under penalties of perjury, 1 declare that | have examined this VCP submission, including Form 8950 and all accompanying
documents, and to the best of my knowledge and belief, they and the facts presented in support of this application and submission

are true, correct, and complete.

SIGN HERE > ) Date b m‘
?ﬁrs app ipn mugt generally\tresignecﬁ)yt owner or an authorized employee
of the drstr. For exceptions, see instrdctions under Who Must Sign.

Type or print title

Type or print name

uws Padnocs e ] [Bondaninns Dinaefion, uumok Plan Stsfess

For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 37769K Form 8950 (Rev. 9-2015)
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Form 8950 (Rev. 9-2015) Page 2

3 Type of VCP submission (see instructions)
Check one:

VCP regular submission
] vep anonymous submission
|:| VCP group submission

[] Non-vcp 457(b) submission (as permitted by Rev. Proc. 2013-12, section 4.09)

4a Name of plan:

' EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE

4b Enter 3-digit plan number 4d Enter the doilar value of the [ l
{see instructions) 001 plan's assets {see instructions) 1.72B

4c¢c Enter month plan year ends - 4e Enter number of participants | —I
(MM) (see instructions) 12 (see instructions) 13029

5 Indicate type of plan by entering the corresponding number from the list below: (Enter only one plan type)

01-Profit sharing {not 401(k)) 11-SEP
02-401(k) 12-SARSEP
14-Stock bonus 13-SIMPLE IRA
03-Money purchase 16-Group submission defined contribution
06-Target benefit 17-Group submission defined benefit
04-Defined benefit (not cash balance or 99-Other (see instructions)
other statutory hybrid)
09-Cash balance or other statutory hybrid
05-ESOP
15-KSOP
07-403(b)
08-457(b)

10-Governmental 414(d) defined benefit

20-Governmental 414(d) defined contribution

Form 8950 (Rev. 8-2015)
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Form 8950 (Rev. 8-2015)

L

Page 3

Yes No

¢ [

7a ]

7b D

7c

B ]

9 ]
10 ]
11 ]
12 |:|

Are all qualification failures and correction methods in this VCP submission being resolved by the use of
schedules specified on Forms 14568-A through 14568-1?

If “Yes," please indicate the specific schedules you are submitting.

Form 14568-A, Sch 1 [] Form 14568-D, Sch 4 [] Form 14568-G, Sch 7
[] Form 14568-B, Sch 2 [] Form 14568-E, Sch 5 [7] Form 14568-H, Sch 8
[] Form 14568-C, Sch 3 ] Form 14568-F, Sch 6 ] Form 14568-1, Sch 9

If you are proposing to correct any section 401{a) qualification failure, does the correction include a
retroactive plan amendment (see instructions)?

If 7a is “Yes,” have you concurrently submitted a Form 5300 series, Application for Determination for
Employee Benefit Plan (see instructions)?

If 7b is “No,” attach an explanation as to why such determination letter application was not submitted.

If 7a is “Yes,” indicate the plan's remedial amendment cycle as determined by Rev. Proc. 2007-44 (or
successor) that was in effect as of the date of this VCP submission (see instructions):

CYCLEE

Has the plan or plan sponsor been party to an abusive tax avoidance transaction
(see Rev. Proc. 2013-12, section 4.13(2))7?

If “Yes,” attach an explanation that provides details of the transaction (see instructions).

Does the VCP submission relate to the diversion or misuse of plan assets (see Rev. Proc. 2013-12, section
4.12)y?

As of the date this VCP submission is mailed to the IRS, is the plan sponsor or the plan under examination, as
defined in Rev. Proc. 2013-12, section 5.097 If “Yes,” you are ineligible for VCP (see instructions).

As of the date this VCP submission is mailed to the IRS, is the plan being considered in an unrelated Form
5300 series determination letter application?

If “Yes,” include an attachment indicating the date the application was filed with the IRS and the
determination letter application case number,

Have you previously filed a Form 5300 series determination letter application for this plan with the IRS that was
subsequently closed or withdrawn as a result of a failure to respond to a request for additional information?

If “Yes,” attach an explanation {see instructions).

Form 8950 (Rev. 9-2015)
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Form 8950 (Rev. 8-2015) Page 4

Procedural Requirements Checklist

You do not have to use this checklist, but it may help prevent delayed IRS processing caused by an incomplete submission.

N
B

is Form 8951, Compliance Fee for Application for Voluntary Correction Program (VCP) Under the Employee Plans
Compliance Resolution Systemn (EPCRS), attached to Form 89507

Is the appropriate compliance fee for your submission (and a photocopy of the compliance fee check) attached to Form
89517

If appropriate, is Form 2848, Power of Attorney and Declaration of Representative, and/or Form 8821, Tax Information
Authorization, attached? For more information, see Disclosure Request by Taxpayer in the instructions and Rev. Proc.
2015-4 (or its successor).

& &
w w®

~
5

Is the employer identification number (EIN) of the plan sponsor/employer (NOT the trust's EIN, or an individual's SSN)
entered on line 1i? See Line 1i in the instructions.

Is the application signed and dated? It generally must be signed by an authorized employee or the owner of the plan
sponsor. See Who Must Sign in the instructions for situations where the signer may be a different person.

If you are submitting Form 14568, Model VCP Gompliance Statement, or any model document schedules using Forms
14568-A through 14568-1, have you used the latest official versions of these forms that are located at www.irs.gov/
Retirement-Plans/Correcting-Plan-Errors? The forms may not be modified in any way. See Rev. Proc. 2013-12, sections
11.01 and 11.02 as modified by Rev. Proc, 2015-27.

NN
o o

7 If you answered “Yes” to line 7a, have you answered lines 7b and 7¢ and supplied the requested information?
If you answered “No” to fine 7b, have you included a written explanation as requested by line 7b?

9 If you answered “Yes” to line 7b, have you included: a separate determination letter application that includes a Form 8717,
a Form 5300, 5307, or 5310; a separate check for the user fee; and separate copiss of plan documents, amendments, etc.,
required by the Form 5300 series application instructions? See Rev. Proc, 2013-12, sections 6.05 and 11.04.

0O OFE

10 If this is an anonymous VCP submission, have you included a signed statement from the plan sponsor's representative
indicating the representative has the legal authorization to make this submission and is willing and able to submit Form
2848 to the IRS upon disclosure of the taxpayer’s identity? See instructions and Rev. Proc. 2013-12, sections 10.10 and
11.08.

[

11 If this VCP submission involves an orphan plan, have you included appropriate documentation that establishes that this
submission is being made by an eligible party? See instructions and Rev. Proc. 2013-12, sections 5.03 and 11.10.

NOTE: If you answered “Yes" to line 6, then items 12 through 19 on this checklist do not apply (as they have been incorporated into
the Form 14568 series (that is, Form 14568 and Forms 14568-A through 14568-1). All applicable items on each of the forms need to be
completed, and you must include the enclosure items listed on each applicable form with your VGP submission. The Form 14568
series may be used as a Model VCP Submission Compliance Statement. Forms 14568-A through 14568-1 can be used to resolve
certain qualification failures. If you combine the model document schedules with the Form 14568, you must specify in each section of
Form 14568 the specific model schedules that are being submitted in that section.

Form 8950 (Rev. 9-2015)
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Form 8950 {Rev. 9-2015) Page D

Procedural Requirements Checklist (Continued)

12 Have you included an explanation of how and why the described qualification failures arose? include a description of the
applicable administrative procedures for the plan that were in effect at the time the described failures occurred.

13 Have you included a complete description for each qualification failure that is to be resclved by this VCP submission? The
narrative description should include the years in which the failure occurred and the number of employees affected by each
failure.

& ©

14 Have you included a detailed description of the method for correcting the failures that the plan sponsor has implemented or
proposes to implement to correct each failure described in this VCP submission? Each step of the correction method must
be described in narrative form and must include specific information needed to support the proposed correction method.
See Rev. Proc. 2013-12, section 11.03.

K

15 Have you included a description of the administrative measures that have been or will be implemented to ensure that the
qualification failures described in this VCP submission do not recur? See Rev. Proc. 2013-12, section 11.03.

16 For failures involving corrective contributions or distributions, have you included an explanation that provides a detailed,
narrative description explaining the methodology you have used to determine lost earnings and how this is consistent with
EPCRS correction principles? See Rev. Proc. 2013-12, sections 6.02 and 11.03.

N K

17 For failures involving corrective contributions or distributions, have you included detailed and specific calculations for each
affected employee or a representative sample of affected employees? The sample calculations must be sufficient to
demoenstrate each aspect of the proposed correction method. See Rev. Proc. 2013-12, section 11.03.

[<]

18 For failures involving participant loans that do not comply with section 72(p) requirements, have you included:
¢ An explanation that contains a detailed description of the failure;
¢ An explanation that requests income tax reporting relief, and/or a request to report the distribution on Form 1099-R in
the year of correction instead of the year of failure;
e For cases in which income tax reporting relief has been requested, detailed calculations and narrative that describe the
correction proposal and demonstrate compliance with the requirements set forth in Rev. Proc. 2013-12, sections 6.07
and 11.037

[[] 19 For operational failures that have resulted in certain excise taxes, have you included an explanation requesting a waiver of
the excise tax under section 4972, 4973, 4974, or 4979 or additional income tax under section 72(t), as applicable? Where
required, have you included detailed explanations supporting the request? See Rev. Proc. 2013-12, section 6.09, for
information as to when such waivers are available.

U

20 Have you included an explanation that describes the method(s) that will be used to locate and notify former employees or
beneficiaries? If there are no former employees or beneficiaries affected by the failure described in this VCP submission or
the proposed method of correction, have you provided an affirmative statement to that effect? See Rev. Proc. 2013-12,
section 11.03.

[] 21 If the failures described in this VCP submission include a failure related to transferred assets, as defined in Rev. Proc.
2013-12, section 5.01(7), have you included an attachment that describes the related employer transaction, including the
date of the employer transaction and the date the assets were transferred to the plan?

22 |f the failures described in this VCP submission include an operational failure, have you included a copy of the plan
document (and adoption agreement, if applicable) or applicable provisions of the plan document, that were in effect during
the period of failure? See Rev. Proc. 2013-12, section 11.04.

Form 8950 (Rev. 9-2015)
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Form 8950 (Rev, 9-2015) page 6

Procedural Requirements Checklist (Continued)

]:] 23 If the failures described in this VCP submissicn include a non-amender failure other than late interim amendments, have
you included a copy of the plan document in effect prior to any of the amendments used to correct the failure(s)? See Rev.
Proc. 2013-12, section 11.04,

24 |f the failures are being corrected by plan amendments or the adoption of a written plan, have you:
¢ Included copies of the corrective amendments?
e Submitted corrective documents that were executed by the plan sponsor (if correcting interim amendment failures or a
failure to adopt a written 403(b) plan timely)?
e Included an explanation that identifies the specific plan language that resolves each specified qualification failure
described in the VCP submission (including the page and section of the plan document that includes the specific plan
language), if a restated plan document is being submitted as evidence of correction?

[:] 25 |f the plan in this VCP submission is a 403(b) plan, has a written attachment been included that contains the following items?
A statement as to the type of employer (e.g., a tax-exempt organization described in section 501(c)(3)) that is making
the VCP submission; and

* A statement indicating that the plan sponsor has contacted all other entities involved with the plan and has been
assured of cooperation to the extent necessary to implement the applicable correction.

26 If you wish to receive an acknowledgement letter that the IRS has received your Form 8950 and VCP submission, have you
included an IRS Letter 5265, Form 8950 Application for Voluntary Correction Program Acknowledgement Letter with your
submission? See Rev. Proc. 2013-12, section 11.11 as modified by Rev. Proc. 2015-27,

27 Have you assembled your submission as described in Rev. Proc. 2013-12, section 11.14? For those submissions with
related determination letter applications, have you included separate copies of all necessary plan documents and
amendments so that the VCP submission and the determination letter application each has its own copies? See Rev. Proc.
2013-12, section 11.04.

[:[ 28 |s this VCP submission limited to a minor modification to a previously issued compliance statement, as permitted by Rev.
Proc. 2013-12, section 10.07(10)?
If “Yes,” have you included the following items?
e An attachment describing the modification;
* A copy of the original compliance statement;
¢ A copy of the original VCP submission;
» Any other cotrespondence relating to the issuance of the eriginal compliance statement, if applicable; and

* An attachment indicating that the modification request is being mailed to the IRS before the end of the correction
period specified in the original compliance statement.

Form 8950 (Rev. 9-2015)
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THE COUNTY OF MILWAUKEE
EIN/PN: 39-6005720 / 001
EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE
- Attachment to Form 8950

Line 7b - Determination Letter Application

The Plan Sponsor is not submitting a determination letter application because the Plan is a
Cycle E plan and effective January 1, 2017, the staggered 5-year remedial amendment cycles for
individually designed plans is ¢liminated.

36505382



THE COUNTY OF MILWAUKEE
EIN/PN: 39-6005720 / 001
EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE

ATTACHMENT TO FORM 14568 - SECTION 11
Applicant's Description of Failures

1. Description of Failures. The Pension Board of the Employees' Retirement System of the
County of Milwaukee has authority over ERS. The ERS Retirement Office is responsible for
day-to-day administration of ERS. In addition to the violations reported in our past VCP filing, a
comprehensive review of ERS has revealed several additional operational errors, which are
described in detail below.

a. Compliance with Domestic Relations Support Orders. Ordinance section
201.24(11.7) provides for the non-alienation of retirement benefits. ERS Rule 1017 provides a
limited exception to this prohibition for a Domestic Relations Order ("DRO"). The Rule requires
that in order to be treated as a DRO, the support order must contain certain elements.
Periodically ERS receives Income Withholding Support Orders sent by County support
enforcement agencies requesting that the Retirement Office withhold support amounts from
members' benefit checks for a child or former spouse. These support orders do not contain all of
the information required under Rule 1017 to qualify as a DRO. However, the Retirement Office
has generally complied with these orders and a basis exists to conclude that state law requires
ERS to comply with these orders.

b. Lump Sum BackDROP Payments Failed to Include Interest. ERS Rule 711
allows members remaining in County employment past their earliest retirement date to elect to
receive a back DROP benefit upon actual retirement from County employment. This benefit
consists of a lump sum DROP benefit comprised of the member's monthly annuity payments that
would have been payable to the member had the member retired on his or her back DROP date
through the member's actual retirement date. The member will prospectively receive a monthly
annuity in the amount that the member would have received had the member retired on his or her
back DROP date. ERS Rule 713 provides that the interest rate applicable to calculating the back
DROP lump sum benefit shall be the rate used by the ERS actuary as the assumed rate of return
for funding purposes in the year of the member's actual retirement. The Retirement Office
discovered an error in the ERS computer system's calculation of interest on the back DROP
payments. When calculating a back DROP benefit, the computer system did not include interest
on the member’s final month of service to the County. For example, if the retiring member’s last
day on the payroll is the 20" of the month, 20 days of interest for that final month should have
been included in the back DROP amount. This final partial month of service was not included in
the final interest calculation.

¢. Cost of Living Adjustments ("COLA"), Ordinance section 201.24(5.7) provides
that each year after retirement a member's monthly pension benefit shall be increased by two
percent of the amount paid to the member for the first full month of retirement. Beneficiaries
receiving annuities after the death of the member are also entitled to these increases. The
Retirement Office discovered two categories of errors relating to the COLA adjustments.

1




i. Failure to Apply COLAs to Benefits. ERS failed to apply COLAs to some
members' benefits, resulting in underpayments to these individuals. This error occurred
primarily as a result of the change to ERS's new computer system.

ii. Paid Excess COLAs. ERS also discovered members for whom excess
COLAs had been paid, resulting in overpayments to these individuals.

d. Administration of 10-Year Certain Benefit. ERS Rule 1013 provides that
members may choose a 10-year certain annuity which provides a reduced monthly benefit
payable 1o the member for his or her lifetime. If the member dies before receiving 120 monthly
payments, then the monthly payments shall be payable to the member's beneficiary until the full
120 payments have been made. The Retirement Office discovered the following errors in the
administration of this benefit.

i. Exceeding Cut-Off Dates/Calculation Errors. Overpayments to
beneficiaries resulted from calculation errors and the failure to cut-off monthly benefit payments
after the required 120 payments were made.

ii. Premature Cut-Offs. Underpayments to beneficiaries occurred as a result
of premature cut-off dates. The Retirement Office failed to continue to make payments to the
designated beneficiary if the member died prior to receiving 120 payments.

e. Incorrect Retirement Option. The Retirement Office discovered one member
whose survivor benefits were calculated under the wrong retirement option. The member elected
a 100% joint and survivor annuity, but the survivor benefit was calculated based on a 50% joint
and survivor annuity. This resulted in an underpayment of approximately $346,189.94117556.

f.  Allowing Optional Employees to Remain in OBRA After Electing into ERS. The
County administers two retirement systems for its employees: ERS and the OBRA 1990
Retirement System of the County of Milwaukee ("OBRA"). ERS is the primary retirement
system for County employees. In general, most employees automatically become members of
ERS but certain members can elect into ERS or OBRA. Rule 202 governs these elections and
provides that the option to clect into ERS from OBRA may be exercised at any time but may not
be thereafter revoked except by withdrawal from service and the retirement system. Up until
2014, seasonal employees were provided the option to elect into ERS. However, given the
nature of their employment schedules with the County, they often leave and return each season.
While ERS treats seasonal employees as terminated at the end of each season and returning
employees are reenrolled in ERS or OBRA each season, the majority do not withdraw from the
retirement system each year. Therefore, violations occurred when a seasonal employee elected
into ERS in a previous year and chose to remain in OBRA in a subsequent year without first
withdrawing from ERS.

g. BackDROP Election by Beneficiary. Members' beneficiaries selected a back
DROP form of benefit on the members' behalf after the members died. Pursuant to Rule 711,
only members who are in active service may elect a back DROP. Beneficiaries are ineligible to
elect a back DROP for a member.




h. Designation of Multiple Beneficiaries for Annuity. The Retirement Office
discovered an error with the payment of an active member's death benefit. The member's death
benefit is being paid to multiple beneficiaries, which is not allowed under the Ordinances and
Rules unless the member has approval from the Pension Board under an Option 7 form of
benefit. The beneficiaries also received a back DROP and are included as part of the error
explained in Section (g) above.

i. Use of Incorrect Service Credit to Calculate Pension Benefit. The Retirement
Office discovered that an overpayment had been made to a member's spouse because the benefit
was calculated using full-time instead of part-time service credit.

i It was also subsequently discovered that the member's child was also incorrectly
paid. Under the Ordinances and Rules, a child of a deceased member who was in active service
is eligible for a pension benefit until the child reaches age 18 or 22 if the child is unmarried and a
full-time student. This amount is to be offset by any Social Security benefits payable to the
child. The Retirement QOffice failed to pay the child of this member a survivor pension in
accordance with the Ordinances and Rules.

j.  Benefit Paid to Wrong Member. The Retirement Office recently discovered that
the surviving spouse of an ERS member was incorrectly receiving her spouse's benefits plus the
pension benefit of another member. Neither the spouse nor the individual who should have been
receiving the benefit notified ERS so the error was not discovered until the surviving spouse
died.

k. Definition of Employee. Prior to the adoption of a resolution amending
Ordinance section 201.24(2.4), which includes the definition of "Employee" under the Plan, the
definition of Employee for purposes of the Plan included only individuals employed by the
County or individuals employed by the State who received a portion of his or her wages from the
County. State employees who received their entire wages from the State participated in ERS
after their positions were transferred from County to State oversight. Accordingly, these
individuals were not encompassed within the definition of Employee in Ordinance section
201.24(2.4).

I. IRS and Wisconsin Department of Revenue Levies. ERS periodically receives
notices of levy/attachment for delinquent income taxes from the IRS and the Wisconsin
Department of Revenue ("DOR") requesting that ERS send all or a portion of a member's
pension benefit to the IRS or DOR for payment of unpaid taxes. ERS generally complies with
these levies. However, Ordinance section 201.24(11.7) ("Section 11.7") provides for the
non-alicnation of ERS retirement benefits, which prohibits the payment of pension benefits to
satisfy a debt, claim, damage or judgment. Accordingly, ERS's compliance with the levies
violates the alienation of benefits prohibition in Section 11.7,

m. Benefit Processing Issues. An internal audit identified potential errors whereby
members' benefits were potentially incorrectly processed under the wrong forms of benefit,
which could result in overpayments or underpayments to the members and the members'
beneficiaries. The Retirement Office is completing an in-depth review to confirm whether errors
occurred related to these benefit payments.




n. Payment of Deferred Vested Bencfits to Non-Vested Members. Ordinance
section 201.24(4.5) provides that members are eligible for deferred vested benefits, if among
other requirements, they have sufficient service credit to vest in their benefits. Members become
eligible for deferred vested benefits if there is a gap between the member's termination of service
and retirement (i.e., the member does not retire directly from active service). The required years
of service necessary to vest in a benefit depends on the member's enrollment date. For
enrollment dates between January 1, 1971 and Janvary 1, 1982, a member must have 6 years of
service credit. For enrollment dates on or after January 1, 1982, where the member did not earn
service credit after January 1, 2001, the member must have 10 years of service. For members
who have service on or after January 1, 2001, the member must have 5 years of service to vest in
his or her deferred vested benefit from ERS. Despite the vesting requirements in Ordinance
section 201.24(4.5), members with less than the required service credit necessary to vest have
been paid benefits in violation of this Ordinance section.

0. Pension Protection Act of 2006 ("PPA") and Heroes Earnings Assistance and
Relief Tax Act of 2008 ("HEART") Amendments. The legislative body with authority to amend
ERS did not adopt the required amendments under PPA and HEART within the required time
period. ERS has operationally complied with the requirements,

2. Years in which the Failures Occurred. ERS believes that:
a. This failure occurred in 2000 through 2013.
b. This failure occurred in 2009, 2010, 2011 and 2012.
This failure occurred in approximately 1985, 1993, 1996, 2001, 2004, 2008-2013.
(1) This failure occurred in 2006, 2007 and 2008.
(2) This failure occurred in approximately 2002, 2009 and 2010.

o o

e. This failure occurred from 2003-2017-evera-nuwmber-of-yvears, The-Retirement
Offiee-is-confitning the-exact-dates-and-thisfiling-will-be-updated-onece-those-dates-are received:

f.  This failure occurred over a number of years. The Retirement Office is
confirming the exact dates, and this filing will be updated once those dates are received.

g. This failure occurred in 2002, 2003 and 2004,
h. This failure occurred in 2003 through 2014.

i. This failure occurred over a number of years. The Retirement Office is
confirming the exact dates, and this filing will be updated once those dates are received.

j. This failure occurred in approximately 2008 through 20118.
k. This failure occurred in 2009-2011.
1. This failure occurred in 2000 through 2013,

m. If a failure occurred, it occurred over a number of years. The Retirement Office is
confirming the exact dates, and this filing will be updated once those dates are received.



n. This failure occurred from approximately 2011 through 2013, but the Retirement
Office is confirming if any additional errors occurred earlier than 2011.

0. This failure occurred in 2011.

3. Number of Participants Affected. ERS belicves that:
a. This failure affected 80 participants.
b. This failure affected 598 participants.

¢. This failure affected approximately 350 participants-62-partictpants;but-the
Retirement-Otficeis-confirmingthis-namber,

d. (1) This failure affected 7 beneficiaries, but the Retirement Office is confirming
this number.

(2) This failure affected 4 beneficiaries, but the Retirement Office is confirming
this number.

e. This failure affected 1 member's beneficiary.

. This failure affected all optional employees who previously elected into ERS and
were subsequently allowed to remain in OBRA. The Retirement Office is confirming an
estimate of the number of affected participants.

g. This failure affected 5 beneficiaries.

h. This failure affected 4 beneficiaries.

i. This failure affected 24 beneficiariesparticipant,

j. This failure affected 1 participant and 1 beneficiary.
k. This failure affected 40 participants.

1. This failure affected at least 11 participants, but the Retirement Office is
confirming if any additional members were affected.

m. If this failure occurred, it affected at least 1 participant, but the Retirement Office
is confirming the number of members affected.

n. This failure affected approximately 11 participants.

o. This failure did not affect individual participants.



THE COUNTY OF MILWAUKEE
EIN/PN: 39-6005720 / 001
EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE

ATTACHMENT TO FORM 14568 - SECTION III
Applicant's Description of Proposed Method of Correction

1. Relief Requested. On behalf of the Plan Sponsor and ERS, we respectfully request a
favorable compliance letter for ERS in accordance with Revenue Procedure 2013-17. We
respectfully request a conference with you or Review Staff in the event you contemplate issuing
a determination that is unfavorable.

2. Methods of Correction.

a. Compliance with Domestic Relations Orders. ERS proposes to correct this failure
by retroactively amending the Plan document to authorize acceptance of these support orders.

b. Back DROP Interest Errors. ERS proposes to determine the difference between
the amount of interest the member should have received with his or her back DROP and the
amount of interest the member actually received with his or her back DROP. ERS further
proposes to calculate interest on that difference and pay the difference, plus 5% interest, to the
member, ERS has already begun making these corrective payments.

c. Cost of Living Adjustments. ERS proposes to determine the correct COLA
attributable to the member's benefit. If the member did not receive COLAs when required, ERS
will recalculate the member's benefit and begin paying the member the appropriate amount. ERS
will also pay to the member a lump sum payment for the COLLA amounts not paid, plus 5%
interest.

If a member received a COLA when it should not have been received, ERS
proposes to recalculate the member’s benefit to reflect the appropriate amount and request
repayment of the overpaid amount. If the affected member does not refund the overpayment,
then the Retirement Office will obtain the refund by reducing the member's monthly annuity
benefit as illustrated in Rev. Proc. 2013-12 Appendix B § 2.04(1)(a)(i1). To recover the
overpayment, the Retirement Office will reduce the recalculated benefit to recoup the
overpayment (over a period not longer than the remaining payment period), plus 5% interest.
The Plan Sponsor will contribute to ERS any overpayment that is not repaid by the member.

d. Administration of the 10-Year Certain Benefit.

i. Exceeding Cut-Off Dates/Calculation Errors. ERS proposes to correct this
failure by discontinuing the benefit payments and attempting to recover the overpayments, plus
5% from the members. Any amounts not returned to ERS will be contributed by the Plan
Sponsor to ERS.




ii. Pre-Mature Cut-Offs. ERS proposes to determine the amount of the
underpayment, calculate 5% interest on the underpaid amount, and pay the total amount to the
individual. The Retirement Office has already begun making corrective payments.

e. Incorrect Retirement Option. ERS proposes to recalculate the beneficiary's
benefit under the correct retirement option, determine the amount of the underpayment and pay
the underpayment, plus 85% interest to the individual. The Retirement Office has already made
the corrective payment,

f. Optional Employce Elections. ERS proposes to correct this failure by amending
the Plan document to authorize optional members to have the option to elect into ERS each
season after termination of employment from the prior season. Prospectively, the Plan document
has already been amended to specify that seasonal employees are no longer allowed to elect into
ERS.

g. Back DROP Election by Beneficiary. ERS proposes to seek a refund of the back
DROP lump sum benefit paid to each ineligible beneficiary, including interest, according to the
following procedure. The Retirement Office would recalculate the pension benefit that each
beneficiary would have been entitled to receive had he or she not elected the back DROP benefit.
The beneficiary's monthly benefit will be increased accordingly. The Retirement Office would
offset the amount of the refund by the amount of the additional pension benefit to which each
beneficiary would have been entitled had he or she not elected the back DROP. If, after the
appropriate amount is offset against the refund, the Retirement Office determines that the
beneficiary received an underpayment, such amount shall be paid in a lump sum to the
individual, plus 5% interest.

If a beneficiary received an overpayment as determined by the process described
above, ERS will seek a refund of such amount. If the affected beneficiary does not refund the
back DROP amount, then the Retirement Office will obtain the refund by reducing the
beneficiary's monthly annuity benefit, as illustrated in Rev. Proc. 2013-12 Appendix B §
2.04(1)(a)(ii). To recover the overpayment, the Retirement Office will reduce the recalculated
benefit to recoup the overpayment (over a period not longer than the remaining payment period),
plus 5% interest. Any amounts not returned to ERS will be contributed by the Plan Sponsor to

ERS.

h. Death Benefit. ERS proposes to discontinue the benefit payments to the four
beneficiaries and request repayment of the overpayment. To calculate the overpayment, the
Retirement Office will combine the lump sum back DROP amount and the total monthly
payments paid to each beneficiary. This amount will be charged 5% interest. This figure will be
decreased by any death benefit that was payable under the Ordinances and Rules. Any amounts
not returned to ERS will be contributed by the Plan Sponsor to ERS.

i. Full-time Instead of Part-Time Credit Used to Calculate Benefit. ERS proposes to
recalculate the spousebeneficiary's monthly benefit, determine the amount of the overpayment
and request the repayment of the amount of the overpayment, plus interest at 5%, from the
spousebenefieiary. The Retirement Office has already commenced corrective actions and has
entered into an agreement with the spousebenetieiary to completely offset the
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| spousebenefieiary's benefit until the overpayment, plus interest, is recovered. Once the
overpayment, plus interest, is recovered, the Retirement Office will resume the
spousebenefietary's monthly payments at the recalculated amount. Any amounts not returned to
ERS will be contributed by the Plan Sponsor to ERS.

i To correct the error related to the failure to pay the member's child the
correct benefit amount, ERS proposes to calculate the amount that should have been paid to the
child and pay that amount to the child, plus interest at 8% from the date the benefit should have

been paid.

j. Benefit Paid to Wrong Individual. The Retirement Office has determined the
amount of the overpayment paid to the surviving spouse and the underpayment that should have
been paid to the member. The Retirement Office has commenced the member's monthly benefit
payments and made a lump sum payment to the member consisting of the missed benefit
payments, plus 5% interest. The Retirement Office has contacted the surviving spouse's
beneficiary to recover the amount of the overpayment and will continue its efforts to recover the
amount of the overpayment, plus 5% interest. If the Retirement Office is unable to recover the
full amount of the overpayment plus interest, the Plan Sponsor will contribute the remaining
amount to ERS.

k. Definition of Employee. Because ERS is a governmental pension plan,
amendments to the Ordinances are made by a legislative body, the County Board of Supervisors.
ERS has no authority to adopt amendments to the Ordinances. The amendment ineladed-in
Exhibit-14-2-adopted by the County Board in December 2011, corrects the operational failures
created by retroactively revising the definition of "employee" in Ordinance section 201.24(2.4)
to permit state employees who receive all of their compensation from the state to be members of
ERS. ERS requests retroactive effect of this amendment to correct the errors created by
members participating in ERS who did not fit the definition of "employec" at the time of their
participation.

1. IRS and Wisconsin Department of Revenue Levies. As noted above, because
ERS is a governmental pension plan, amendments to the Ordinances are made by a legislative
body, the County Board of Supervisors. ERS has no authority to adopt amendments to the
Ordinances. ERS proposes to correct the error by adopting a retroactive amendment or a Rule
allowing for compliance with federal and state tax levies and corrects the operational failures
created by retroactively permitting ERS to comply with tax levies from the IRS and Wisconsin
Department of Revenue.

m. Benefit Processing Issues. If it is determined that an error has occurred with
regard to a member's benefit, ERS proposes to recalculate the member's monthly benefit and
determine whether an overpayment or underpayment has occurred.

If an overpayment has occurred, ERS will request repayment of the overpayment
from the affected member, plus 5%. If the member does not repay the overpayment, ERS will
offset the member's future benefits, if any, in accordance with Rev. Proc. 2013-12 Appendix B §
2.04(1)(a)(ii). To recover the overpayment, the Retirement Office will reduce the recalculated
benefit to recoup the overpayment (over a period not longer than the remaining payment period),
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plus 5% interest. Any amounts not returned to ERS will be contributed by the Plan Sponsor to
ERS.

If it is determined that an underpayment occurred, the Retirement Office will pay
the member the amount of the underpayment, plus 5% interest, in a lump sum.

n. Payment of Deferred Vested Benefits to Non-Vested Members. ERS proposes to
correct these operational errors by ceasing the members' monthly benefits, determining the
amount of the overpayments and requesting the return of the overpayments from the members,
plus 5% interest. If the members fail to return the full amount of overpayments, plus 5% interest,
the County, as Plan Sponsor, will contribute the remaining amounts to ERS.

——PPA and HEART Amendments. £RS-has-submitted-the-proposed-amendments
attached-as-Exhibit14-3-to-Tthe legislative body adopted the attached amendments (Exhibit 17-
2) to comply with the required changes on May 22, 2014, for-adoption-with-retroactive-effective
dates:—Please note that the attached amendments also include amendments related to EGTRRA.
The EGTRRA failure was submitted to the IRS on August 21, 2007 as part of the June 29, 2007
VCP filing.

Q.

3. Expected Cost of Correction of Operational Errors. The Retirement Office is preparing
an estimate of the cost of correcting all of the new operational errors outlined above. The
estimate will be provided once finalized.

4. Calculations or Assumptions Used to Determine Amounts For Correction for Operational
Errors. The Retirement Office will use ERS's normal plan assumptions to recalculate pension
amounts for any individual who received an overpayment or underpayment as outlined above.

5. Methodology to Calculate Interest for Correction of Operational Errors. Any interest on
amounts owed to ERS by the members described above as well as amounts that ERS owes to
such members is currently calculated using a five percent interest rate. ERS determined that the
five percent interest rate is reasonable under these particular circumstances for this specific
purpose. See Ordinance section 201.24(3.5) (granting the Pension Board authority to set the
interest rate for refunds of membership and savings accounts under ERS).

6. Sample Calculations of Operational Error Correction Method. The Retirement Office is
preparing sample calculations. The sample calculations will be provided once finalized.




THE COUNTY OF MILWAUKEE
EIN/PN: 39-6005720 / 001
EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE

ATTACHMENT TO FORM 14568 - SECTION IV
Applicant's Proposed Procedures to Locate and Notify Former Employees or Beneficiaries

To the extent ERS is required, it will communicate with any affected former employee
concerning the VCP correction by mailing a notice to the last known address of the former
employee. To the extent ERS is unable to locate any former employee, it agrees to utilize, as
applicable, commercial locator services, credit reporting locator services or Internet search tools
to locate the former employees.
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THE COUNTY OF MILWAUKEE
EIN/PN: 39-6005720 / 001
EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWAUKEE

ATTACHMENT TO FORM 14568 - SECTION V
Applicant's Proposed Revision to Administrative Procedures

Explanation of How and Why Failures Occurred. The Pension Board has delegated authority to
the Retirement Office to conduct the day-to-day administration of ERS. The Retirement Office
is charged with administering a very large defined benefit retirement plan, and in light of the
demands imposed on the Retirement Office in administering this plan, the Retirement Office
could have been more fully staffed. Additionally, the Retirement Office has also experienced
turnover within the Office and in the outside advisors retained to assist the Retirement Office
with actuarial and other services. Furthermore, ERS recently changed computer systems and the
newly installed system had errors in its initial programming. Those errors have been identified
and have been fixed.

To the best information available at this time, ERS believes that the operational failures occurred
because the Retirement Office did not have procedures in place (a) to identify and comply with
the applicable rules of certain Ordinances and Rules; or (b) conduct necessary annual testing and
to ensure that all provisions of ERS are properly administered.

Measures to be Implemented to Ensure Same Failures Do Not Continue to Occur. The
Retirement Office's new computer system and attendant control measures ensure that compliance
with all ERS governing plan documents is monitored on a regular basis. Additionally, the
Retirement Office has a new manager who routinely utilizes Corporation Counsel and outside
counsel to answer questions regarding proper administrative procedures.

8907192
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FROM THE OFFICE OF JOSPEH J. CZARNEZKI
MILWAUKEE COUNTY CLERK
County Ordinance No. 14-11
File No. 14-244

AN ORDINANCE

To amend Chapter 201.24 of the Milwaukee County Code of General Ordinances as appropriate
to comply with federal legislative and regulatory changes related to tax-qualified retirernent
plans that impact the Employees’ Retirement System of the County of Milwaukee.,

The County Board of Supervisors of the County of Milwaukee does ordain as follows:
Section 1. Effective January 1, 2002, section 201.24(2.7) is amended to read as follows:

Earnable compensation shall mean total compensation that would be payable to a
member if he/she worked the full normal working time for his/her position, plus all
payments for authorized overtime but excluding payments in lieu of vacations, provided
that where service is credited during periods of absences as provided in section 2.9
hereof, the employe shall be considered to have earnable compensation during such
periods of absence equivalent to his/her earnable compensation as of the last month of
employment prior to the beginning of such absences. In cases where compensation
includes maintenance, the board shall fix the value of that part portion of the
compensation not payable in money. Where the county pays less than the full rate of
compensation for a position and the balance is payable by some other government,
company or individual, the amount paid by the county shall be considered the earnable
compensation for such period of service. The annual earnable compensation of each
member taken into account for determining all benefits provided under the system for
any year shall not exceed the annual compensation limit pursuant to Internal Revenue
Code section 401(a)(17); provided, however, that this limitation shall apply only with
respect to members who first commence participation in the system after 1995. The
annual compensation limit shall be adjusted annually for increases in the cost of living by
the Secretary of the Treasury or his/her delegate, except that the dollar increase in effect
on January 1 of any calendar year is effective for years beginning in such calendar year.
The "annual compensation limit" is two ene-hundred fifty-thousand dollars
($20150,000.00), as indexed.
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Sectlon 2. Effective January 1, 2007, or as noted below, the following shall be added to the end
of section 201.24(2.10):

To the extent required by the Heroes Earninags Assistance and Relief Tax Act of
2008 (HEART Act) and as applicable for the system, the following provisions

apply:

(a) Effective January 1, 2007, If a member dies while performing quallfied
military service, the survivors of the member shall be entitled to any
additional benefits (other than contributions relating to the period of
gualified military service) provided under the system as if the member
had been reemployed on the day prior to death and then severed
employment on the actual date of death.

(b) Effective for payments made on or after January 1, 2009, compensation
for purposes of section 2.4 includes any differential wage payments (as
defined in Internal Revenue Code section 3401(h)(2)) to an individual
who does not currently perform services for the county by reason of
qualified military service while on active duty for a period of more than
thirty (30) days and represents all or a portion of the wages the
individual would have received from the county if the individual was
performing services for the county. Such differential wage payment
shall be treated as a payment of wages by the county to the member.

Qualified military service for the purposes of the above provisions is determined pursuant to
Internal Revenue Code section 414{ul(5).

Section 3. Effective January 1, 2003, section 201.24(4.6) is amended to read as follows:
(1} In order to receive a pension, a member shall file with the board a written application
therefor on a form prescribed by the board.

(2) A member who files with the board a completed application for benefits from the
system shall be entitled to have his benefits commence no later than the 60th day after
the close of the year in which the later of the following occurs:

(a) The member attains his normal retirement age; or
(b) The member terminates employment,

Notwithstanding the preceding, regardless of whether a member files an
application for benefits, in all events, payments shall commence no later than the

2
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member's reguired beginning date, which is the April 1 following the calendar year in
which the member attains age seventy and one-half (70 1/2) or, if later, the calendar year

in which the member retires._All distributions made under sections (4.6) and (4.7) shall
be determined and made in accordance with Internal Revenue Code section 401(a)(9)

and corresponding Treasury regulations. Notwithstanding the other provisions of this
section 4.6 and section 4.7, distributions may be made under a designation made before
January 1, 1984, in accordance with section 242(b)(2) of the Tax Equity and Fiscal
Responsibility Act (TEFRA) and the provisions of Ordinance section 201.24(4.8) that relate
to section 242(b)(2) of TEFRA. Fer-a-retired-memberwho-attained-age-seventy-and-one-
half-F0-1/2)-after-December31-1987 and before January-1-1989 paymentsshall
eommence net-laterthan-Aprl-L-1:599

(3) Benefits may not be distributed to any member under a method of payment which, as
of the member’s required beginning date, does not satisfy the minimum distribution
requirements of Internal Revenue Code section 401(a)(9) and applicable Treasury
regulations, including the minimum distribution incidental benefit requirements of
propesed-Treasunyregulation-Section1-40Ha}9)-2, which the system hereby
incorporates by reference. Life expectancy is computed by use of the Single Life Table in
section 1.401(a)(9)-9 of the Treasury regulations, Section lI(6) permits & member to
receive a pension in the form of an annuity (i.e,, periodic payments payable at regular
intervals). If a member receives his pension benefit in the form of an annuity, payments
under the annuity shall satisfy the following requirements:

(a) The amount that must be distributed on or before the member's required
beginning date (or, if the member dies before distributions begin, the date
distributions are required to begin under sections 4.7(2)(a) or (b) below) is the
payment that is required for one payment interval. The second payment need
not be made until the end of the next payment interval even if that payment
interval ends in the next calendar year. Payment intervals are the periods for
which payments are received, e.g., bi-monthly, monthly, semi-annually, or
annually. All of the member's benefit accruals as of the last day of the first
distribution calendar year will be included in the calculation of the amount of the
annuity payments for payment intervals ending on or after the member's

required beginning date; Fhe-ameunt-to-be-distributed-each-year-must-be-atleast
. ; . I Ir . v 'l ! 1 |,' :E
; I i ol | N .
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(b) Life expectancy (a joint life and last survivor expectancy), for purposes for
determining the period certain, shall be determined without recalculation of life

expectancy;

(c) Life expectancy of a member and the joint life expectancy of a member and
his beneficiary for all other purposes shall be determined in accordance with
applicable law and regulations, provided that the member or his spouse may
elect to recalculate life expectancy for one (1) or both lives no more frequently
than annually, provided such election is made prior to the member's required
distribution date;

(d) Once payments have begun over a period certain, the period certain may not
be lengthened even if the period certain is shorter than the maximum permitted;

and

(e) Annuity distributions must be paid in periodic payments made at intervals not
longer than one (1) year;

(f) Life (or joint and survivor) annuity payments will satisfy the minimum

distribution incidental benefit requirements of A-2 of Treasury regulation section
1.401(a)(9)-6; and

() Pavments will either be nonincreasing or increase only as follows (and only if

50 allowed by and provided for in other Ordinance provisions):

(i) By an annual percentage increase that does not exceed the annual

percentage increase in an eligible cost-of-living index (as defined under
A-14 of Treasury regulation section 1.401(a)(9)-6) for a twelve- (12-)
month period ending_in the year during which the increase occurs or a
prior year;

(i) By a percentage increase that occurs at specified times and does not

exceed the cumulative total of annual percentage increases in an eligible
cost-of-living index (as defined under A-14 of Treasury regulation section
1.401(a)(9)-6) since the annuity starting date, or if later, the date of the
most recent percentage increase, provided (in the case of a cumulative
increase), an actuarlal increase may not be provided to reflect that
increases were not provided in the interim years:

(i To_the extent of the reduction in the amount of the member's
payments to provide for a survivor benefit upon death, but only if there is

no longer a survivor benefit because the beneficiary whose life was being

4
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used to determine the distribution period described in section 4.7(2) dies
or is no longer the member's beneficiary pursuant to a domestic relations
order within the meaning of Rule 1017;

(iv) To allow a beneficiary to convert the survivor portion of a joint and
survivor annuity into a single sum distribution upon the member's death:

(v) To pay increased benefits that result from an Ordinance amendment;

[0}

(vi) To the extent increases are otherwise permitted under A-14 of

Treasury requlation section 1.401(a)(9)-6.

—

(h) Any additional benefits accruing to the member in a calendar vear after the

first distribution calendar year will be distributed beginning with the first
payment interval ending in the calendar year immediately following the catendar

year in which such amount accrues.

(4) Requirements for annuity distributions that commence during a member's lifetime.

(a) Joint Life Annuities Where the Beneficiary Is Not the Member's Spouse. If the
member's interest is being distributed in the form of a joint and survivor annuity
for the joint lives of the member and a nonspouse beneficiary, annuity payments

to be made on or after the member's required beginning date to the designated
beneficiary after the member's death must not at any time exceed the applicable

percentage of the annuity payment for such period that would have been
payable to the member as determined for individuals less than age seventy and

one-half (70 1/2) at the member's annuity starting date using the table set forth
in A-2 of section 1.401(a)(9)-6 of the Treasury regulations. If the form of

distribution combines a joint and survivor annuity for the joint lives of the
member and a nonspouse beneficiary and a period certain annuity, the

requirement in the preceding sentence will apply to annuity payments to be
made to the designated beneficiary after the expiration of the period certain.

(b} Period Certain Annuities, Unless the member's spouse is the sole designated
beneficiary and the form of distribution is a period certain and no life annuity, the
period certain for an annuity distribution commencing during the member's
lifetime may not exceed the applicable distribution period for the member under
the Uniform Lifetime Table set forth in section 1.401(a)(9)-9 of the Treasury
regulations for the calendar year that contains the annuity starting date.

[£44
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If the member's spouse is the member's sole designated beneficiary and the form

of distribution is a period certain and no life annuity, the period certain may not
exceed the longer of the member's applicable distribution period, as determined
under this section, or the joint life and Jast survivor expectancy of the member
and the member's spouse as determined under the Joint and Last Survivor Table
set forth in section 1.401(a)(9)-9 of the Treasury regulations.

Section 4. Effective January 1, 2003, section 201.24(4.7) is amended to read as follows:

(1) If the member dies after his required beginning date, as determined under section
4.6(2), or, if earlier, the date he commences an irrevocable annuity, any remaining benefit
must continue to be distributed at least as rapidly as under the method of distribution in
effect prior to the member's death.

(2) If the member dies before his distributions begin and before his required beginning
date, as determined under subsection 4.6(2), distribution of the member's entire benefit
shall be completed by December 31 of the calendar year containing the 5th anniversary
of the member's death, unless an election is made to receive distributions in accordance
with subsections (a) or (b) below,

(a) If any portion of the member's benefit is payable to a designated beneficiary,
distributions shall commence may-be-made-either{i)-overthelifeof the
designated-beneficiary-or-{i}-overa-period-certain-notgreaterthanthedife
expectaney-of-the-designated-beneficiary-commeneing-on or before December 31

of the calendar year immediately following the calendar year in which the

member died.

(b) If the designated beneficiary is the member's spouse, the date distributions
are required to begin in accordance with section {a) above shall not be earlier
than the later of (i) December 31 of the calendar year immediately following the
calendar year in which the member died, or (ii) December 31 of the calendar year
in which the member would have attained age seventy and one-half (70 1/2).

If the member has not made an election pursuant to this section by the time of his
death, the member's designated beneficiary must elect the method of distribution no
later than the earlier of (a) December 31 of the calendar year in which distributions
would be required to begin under this section, or (b) December 31 of the calendar year
which contains the 5th anniversary of the date of death of the member. If the member
has no designated beneficiary, or if the beneficiary fails to elect a method of distribution,
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distribution of the member's entire interest must be completed by December 31 of the
calendar year containing the 5th anniversary of the member's death.

If the surviving spouse dies after the member, but before payments commence, the
above provisions, with the exception of subsection (b) above, shall be applied as if the
surviving spouse were the member.

(3) Requirements for Minimum Distributions Where Member Dies Before Date

Distributions Begin.

(a) Member Survived by Desianated Beneficiary. If the member dies before the date
distribution of his interest begins and there is a designated beneficiary, the
member’s entire interest will be distributed, beginning no later than the time
described in sections 4.7(2)(a) or {b), over the life of the designated beneficiary or
over a period certain not exceeding:

i) The applicable distribution period determi under A-5 of Treasury

regulations section 1.401(a)(9)-5, unless the annuity starting date is before the
first distribution calendar vear. For purposes of sections 4.6 and 4.7, the first

distribution calendar year is the calendar year immediately preceding the

calendar year which contains the member's required beginning date. For
distributions beginning after the member's death, the first distribution calendar
year is the calendar year in which distributions are required to begin under
section 4.7(2)(a) or (b).

(i) The life expectancy of the designated beneficiary is determined using the

beneficiary's age as of the beneficiary's birthday in the calendar year that

contains the annuity starting date, if the annuity starting date is before the first

distribution calendar year.

(b) No Désignated Beneficiary. If the member dies before the date distributions

begin and there is no designated beneficiary as of September 30 of the year
following the year of the member's death, distribution of the member's entire
interest will be completed by December 31 of the calendar year containing the fifth
anniversary of the member's death,

(c) Death of Surviving Spouse Before Distributions to Surviving Spouse Begin. If the
member dies before the date distribution of his interest begins, the member's
surviving spouse is the member's sole designated beneficiary, and the surviving

spouse dies before distributions to the surviving spouse beain, this section will
apply as if the surviving spouse were the member, except that the time by which

7



238
239

240
241
242
243
244
245
246
247
248
249
250

251

252
253

254
255
256
257
258
259
260
261
262
263
264
265
266
267

268
269

270
271
272

distributions must begin will be determined without regard to section 4.7(2)(a)

above,

(34) The board shall, upon the member's written request, or in the case of a distribution
described in subsection (2)(b) above, upon written request of the member's surviving
spouse, may recalculate his and/or his spouse's life expectancy for purposes of
calculating the minimum distribution. The member must make such an election not later
than his required beginning date as defined in section 4.6(2). A member's surviving
spouse must make such an election no later than the December 31 date described in
subsection (2)(b) above. This election Is irrevocable. A recalculation election applicable to
a joint life expectancy payment where the survivor is a nonspouse may not take into
account any adjustment to any life expectancy other than the member's life expectancy.
In the absence of a recalculation election, the system does not permit recalculation of
applicable life expectancy.

Section 5. Effective January 1, 2003, section 201.24(4.8)(4) is hereby amended to read as

(4) If a designation is revoked, any subsequent distribution must satisfy the requirements
of Internal Revenue Code section 401(a)(9) and the proposed regulations thereunder. If
a designation is revoked subsequent to the date distributions are required to begin, the
trust must distribute, by the end of the calendar year following the calendar year in
which the revocation occurs, the total amount not yet distributed which would have
been required to have been distributed to satisfy Internal Revenue Code section
401(a)(9) and the proposed regulations thereunder, including the minimum incidental
benefit requirements ef-propesed-regulation-Section404{a}9)-2. Any changes in the
designation will be considered to be a revocation of the designation, However, the mere
substitution or addition of another beneficiary (one not named in the designation) under
the designation will not be considered to be a revocation of the designation, so long as
such substitution or addition does not alter the period over which distributions are to be
made under the designation, directly or indirectly (for example, by altering the relevant
measuring life),

Section 6. Effective January 1, 2008, section 201.24(12.1)(3) is hereby restated to read as

3 bert . TP Ag hict i
annval-addition-as-defined-in-section-l22-{other-than-one-{1)-or-more-gualified-defined
benefitplans)-thelimitation-insubsection12.2(a)-above-is-deemed-satisfied-if the-annual
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(3) Notwithstanding anything else in this section to the contrary, the benefit otherwise
payable to a member under this system shall be deemed not to exceed the maximum

permissible benefit if:

(a) the retirement benefits payable for a limitation year under any form_of benefit

with respect to such member under this system and under all other defined
benefit plans (without regard to whether a plan has been terminated) ever
maintained by the county do not exceed $10.0 ultiplied raction - (i) the
numerator of which is the member's number of years (or part thereof, but not
less than one year) of service (not to exceed 10) with the county, and (i) the

denominator of which is 10; and

(b) the county (or a predecessor employer) has not at any time maintained a

gualified defined contribution plan in which the member participated (for this
purpose, mandatory employe contributions under a defined benefit plan,

individual medical accounts under Internal Revenue Code section 401(h), and

accounts for postretirement medical benefits established under Internal Revenue

Code section 419A(d)(1) are not considered a separate defined contribution plan).

Section 7. Effective January 1, 2008, section 201.24(12.2)(1) is hereby amended to read as
follows:

(1) "Annual benefits" means the retirement benefit under the system which is payable
annually in the form of a straight life annuity. Except as provided in this section, a
benefit payable in a form other than a straight life annuity must be adjusted to an
actuarially equivalent straight life annuity that begins at the same time_as such other
forms of benefit and is payable on the first day of each month, before applying the
limitations of this section XIL The interest rate assumption used to determine actuarial
equivalence shall be the greater of the interest rate determined pursuant to paragraph
(13) of section Il or five (5) percent. The annual benefit does not include any benefits
attributable to empleyee-contributiens-or rollover contributions or the assets transferred
or rolled over from a qualified plan that was not maintained by the county. For members
who make contributions to their membership accounts, to the extent the County does

not pick up these contributions and to the extent that such contributions are not
measured by Internal Revenue Code section 415(n), the annual benefit attributable to
such contributions shall be determined according to Internal Revenue Code section
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411(c)(3) and the Treasury regulations thereunder. No actuarial adjustment to the

benefit is required for the following benefits:

{a)The value of survivor benefits payable to a surviving spouse under a qualified
joint and survivor annuity_to the extent such benefits would not be payable if the

member's benefit were not paid in a gualified joint and survivor annuity:

{BYThe value of benefits that are not directly related to retirement benefits; and

{eyFor members who at retirement do not have the value of the cost of living

adjustment described in section 5.7 included in their Internal Revenue Code
section 415 compliance calculation, t¥he value of an automatic benefit increase

feature, provided the form of benefit is n ject to Internal Revenue Code
section 417(e)(3). would otherwise satisfy the limitations of this section XII, and
the amount payable under the form of benefit in any limitation year shall not
exceed the limits of this section XII and Internal Revenue Code section 415(b)
applicable at the annuity starting date. For this purpose, an automatic benefit
increase feature is included in a form of benefit if the form of benefit provides for

automatic, periodic increases to the benefits paid in that form-pest-retirement
cost-of-living-increases-madein-accordance-with-nternal-Revenue-Code-section
415{d)-and-applicable Treasury-Regulations.

The determination of the annual benefit shall take into account Social Security
supplements described in Internal Revenue Code section 411(a)(9).

The determination of actuarial equivalence of forms of benefit other than a straight life

annuity shall be made in accordance with the following section 12.2(1)(a) or (b).

(a) Benefit Forms Not Subject to Internal Revenue Code Section 417(e)(3): The
straight life annuity that is actuarially equivalent to the member's form of benefit
shall be determined under this section 12.2(1) if the form of the member's benefit
is either (1) a nondecreasing annuity (other than a straight life annuity) payable
for a period of not less than the life of the member (or, in the case of a gqualified

pre-retirement survivor annuity, the life of the surviving spouse), or (2) an annuity

that decreases during the life of the member merely because of (a) the death of

the survivor annuitant (but only if the reduction is not below fifty (50) percent of

the benefit payable before the death of the survivor annuitant), or (b) the
cessation or reduction of Social Security supplements or qualified disability

payments (as defined in Internal Revenue Code section 401(a)(11)).
(i) Limitation Years Beginning Before July 1, 2007, For limitation vears

beginning before July 1, 2007, the actuarially equivalent straight life

10
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annuity is equal to the annual amount of the straight life annuity
commencing at the same annuity starting date that has the same actuarial
present value as the member's form of benefit computed using whichever

of the following produces the greater annual amount;
() The interest rate specified in Rule 1014(c)(2) and the mortality table

specified in Rule 1014(c)(1) for adjusting benefits in the same form: and
(1D a five (5} percent interest rate assumption and the applicable mortality
table defined in Internal Revenue Code section 417(e) for that annuity

starting date.

(i) Limitation Years Beginning on or After July 1, 2007, For limitation
years beginning on or after July 1, 2007, the actuarially equivalent straight
life annuity is equal to the greater of (1) the annual amount of the straight
life annuity (if any) payable to the member under the system commencing
at the same annuity starting date as the member's form of benefit: and (2)
the annual amount of the straight life annuity commencing at the same
annuity starti te that has the same actuarial present value as the
member's form of benefit, computed using a five (5) percent interest rate
assumption and the applicable mortality table defined in Internal Revenue

Code section 417(e) for that annuity starting date.

(b) Benefit Forms Subject to Internal Revenue Code Section 417(e)(3); The
straight life annuity that is actuarially equivalent to the member's form of benefit
shall be determined under this paragraph if the form of the member's benefit is
other than a benefit form described in section 12.2(1)(a). In this case, the
actuarially equivalent straight life annuity shall be determined as follows:

(i) Annuity Starting Date in Limitation Years Beginning After 2005. The
actuarially equivalent straight life annuity is equal to the greatest of () the

annual amount of the straight life annuity commencing at the same
annuity starting date that has the same actuarial present value as the
member's form of benefit, computed using the interest rate specified in
Rule 1014(c)(2) and the mortality table specified in Rule 1014(c)(1) for
adjusting benefits in the same form; (II) the annual amount of the straight
life annuity commencing at the same annuity starting date that has the
same actuarial present value as the member's form of benefit, computed
using a five and one-half (5.5) percent interest rate assumption and the
applicable mortality table defined in Internal Revenue Code section

11
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417(e); and (1) the annual amount of the straight life annuity
commencing at the same annuity starting date that has the same actuarial
present value as the member's form of benefit, computed using the

applicable interest r ined in Internal Revenue e section 417 (e
and the applicable mortality table defined in Internal Revenue Code

section 417(e), divided by one and five one-hundredths {1.05),
(i) Annuity Starting Date in Limitation Years Beginning in 2004 or 2005. If

the annuity starting date of the member's form of benefit is in a limitation

ear beginning in 2004 or 2005, and if the IRS so requires, the actuariall
equivalent straight life annuity is_equal to the annual amount of the
straight life annuity commencing at the same annuity starting date that
has the same actuarial present value as the member's form of benefit,

computed using whichever of the following produces the greater annual
amount: (I) the interest rate specified in Rule 1014(c)(2) and the mortality

fable (or other tabular factor) specified in Rule 1014(c)(1) for adjustin

benefits in the same form; and (II) a five and one-half (5.5) percent

interest rate assumption and the applicable mortality table defined in Rule

1014(b)(1),
If the member's chosen form of benefit is subject to Internal Revenue

Code section 417(e)(3) and the annuity starting date of the member's
benefit is on or after the first day of the first limitation year beginning in

2004 and before December 31, 2004, the application of this section
12.2{1)(b)(i}) shall not cause the amount payable under the member's
form of benefit to be less than the benefit calculated under the system,

taking into account the limitations of this section XII, except that the

actuarially equivalent straight life annuity is equal to the annual amount of

the straight life annuity commencing at the same annuity starting date
that has the same actuarial present value as the member's form of benefit
computed using whichever of the following produces the greatest annual
amount:

(D) the interest rate specified in Rule 1014(c)(2) and the mortality

table {or other tabular factor) specified in Rule 1014(c)(1) for
adjusting benefits in the same form;

12
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(ID) the applicable interest rate define Internal Revenue Code
section 417 and the applicable mortallty table defined in Internal

Revenue Code section 417; and

{IIH the applicable interest rate defined in Internal Revenue Code

section 417 (as in effect on the last day of the |ast limitation year

beginning before January 1, 2004, under provisions of the system

then adopted and in effect) and the applicable mortality table
defined in Internal Revenue Code section 417.

Section 8. Effective January 1, 2002, section 201.24(12.3)(2) is amended to read as follows:

(2) Hthe-annual-benefit-ef-the-membercommences-en-orafteragesixty-two-(62);
the-generaHimitations-ofsubsection{l)}-above-shall-apply:The defined benefit dollar

limitation shall be adjusted if the annuity starting date of the member's benefit is

before age 62.

(a) Adjustment of Defined Benefit Dollar Limitation for Benefit Commencement
Before Age 62.

(1 Limitation Years Beginning Before July 1, 2007, If the annuity

starting date for the member's benefit is prior to age 62 and occurs in a

limitation vear beginning before July 1, 2007, the defined benefit dollar

limitation for the member's annuity starting date is the annual amount of
a benefit payable in the form of a straight life annuity commencing at the
member's annuity starting date that is the actuarial equivalent of the
defined benefit dollar limitation (adjusted under section 12.3() for years

of participation less than ten (10), if required) with actuarial equivalence
computed using a five (5) percent interest rate assumption and the 1994

GAR mortality table,

(ii) Limitation Years Beginning on or After July 1, 2007, If the annuity
starting date for the member's benefit is prior to age 62 and occurs in a
limitation year beginning on or after July 1, 2007, the defined benefit
dollar limitation for the member's annuity starting date is the lesser of; [a]
the annual amount of a benefit payable in the form of a straight life
annuity commencing at the member's annuity starting date that is the
actuarial equivalent of the defined benefit dollar limitation (adjusted
under section 12.3(1) for years of participation less than ten (10), if
required) with actuarial equivalence computed using a five (5) percent
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interest rate and the applicable Internal Revenue Code section 417(e)
mortality table effective for that annuity starting date and [b] the defined
benefit dollar limitation (adjusted under section 12.3(1) for years of
participation less than ten (10), if required) multiplied by the ratio of the
annual amount of the immediately commencing straight |ife annuity
under the system at the member's annuity starting date to the annyal
amount of the immediately commencing straight life annuity under the
system at age sixty-two (62), both determined without applying the

limitations of this section XII (and expressing the participant's age based
on completed calendar months as of the annuity starting date).

(b Notwithstanding the other requirements of this section 12.3, ho
adjustment shall be made to the defined benefit dollar limitation to reflect the
probability of a member's death between the annuity starting date and age sixty-
two (62) if benefits are not forfeited upon the death of the member prior to the

annuity starting date. To the extent benefits are forfeited upon death before the
annuity starting date, such an adjustment shall be made.

() Notwithstanding the other requirements of this section 12.3, no
adjustment shall be made to the defined benefit dollar limitation for
commencement of a benefit before age sixty-two (62) for a distribution on
account of a member's becoming disabled by reason of a personal injury or
sickness, or as a result of the death of a member,

Section 9. Effective January 1, 2002, section 201.24(12.3)(3) is amended to read as follows:

3)

el S N | it of 48
commences-prior-to-age-sixty-two-(62)-the defined-benefit dollarlimitation-shall
be-the-actuarial-equivalent-ef-an-annual-benefitbeginning-at-age-shay-two(62)-
To-determine-actuarial-equivalence-the-interestrate-assumption-is-the-greater-of
therates-specified-in-paragraph-(3)-of section B-orfive-(5)-percentInthe event
the-annual-benefitofthe-membercommences-between-age fifty-five(55)-and
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480 beth-calculated-using-the-interestrate-specified-in-the-second-sentence-of this

481 section-12:3{3). Notwithstanding the provisions of this section 12.3(2), the

482 defined benefit dollar limitation of a "qualified member" shall not be actuarially
483 adjusted. For purposes of this section, a "qualified member” is a member whose
484 years of service taken into account in determining his benefit include at least
485 fifteen (15) years of service as a full-time employe of any department of the

486 county which provides police protection, firefighting services, or emergency

487 medical services for any area within the jurisdiction of the county or is a member
488 of the armed forces of the United States.

489  Section 10. Effective January 1, 2002, section 201.24(12.4)(1) is amended to read as follows:

490 (1 The annual addition to a member's savings account and membership account for
491 any limitation year shall not exceed the lesser of:

492 (a) Fhe-greater-of-thirty thousand-dolars-{($30,000.00)-otwenty-five (25)

493 percent-of-the-defined-benefit dollar-limitationrecited-inInternal-Revenue
494 Code-Section415(b)H)A)rforsueh-year-The defined contribution dollar
495 limitation provided in Internal Revenue Code section 415(c)(1)(A). or such
496 successor provision of the Internal Revenue Code, as adjusted for cost of
497 living adjustments pursuant to Internal Revenue Code section 415(d): or
498 (b)  Fwenty-five£25)One hundred (100) percent of the compensation paid or
499 made available to the member for such year.

500  Section 11. Effective January 1, 2002, section 201.24(12.6) is amended to read as follows:

501 The defined benefit dollar limitation shall equal One Hundred Sixty Thousand Dollars
502 ($160.000.00)is-ninety-thousand-dolars<$90,000.00). Effective January 1, 1988 and each
503 January 1 thereafter, the ninety-theusand dollar limitation shall be adjusted by

504 multiplying such limit by the cost of living adjustment factor prescribed by the Secretary
505 of the Treasury under Internal Revenue Code section 415(d). The new dollar limitation
506 shall apply to limitation years ending within the calendar year of the date of adjustment.

507  Section 12. Effective January 1, 2001, section 201.24(12.8) is hereby amended to read as
508 follows:

509 Compensation, for the purposes of this section, means "participant's compensation,” as
510 defined in IRSInternal Revenue Code section 415(c)(3) and the regulations thereunder,
511 including elective contributions made by the County on behalf of the member that are

15
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not includable in income under IRSInternal Revenue Code sections 125, 132(f)(4),
401(h)(2), 4026a483(e)(3), 402(h) or 403{b).

Section 13. Effective January 1, 2008, section 201.24(12.8) is hereby amended to read as
follows:

Compensation, for the purposes of this section, means "participant's compensation,” as
defined in IRS Internal Revenue Code section 415(c)(3) and paid prior to the member's
severance from employment and the regulations thereunder, including elective
contributions made by the County on behalf of the member that are not includable in
income under IRS Internal Revenue Code sections 125, 132(f)(4), 401(h)(2), 402{a}8)(e)(3),
402(h) or 403(b).

Section 14, Effective January 1, 2002, section 201.24(13.3) is amended to read as follows:

An eligible retirement plan is an individual retirement account described in Internal
Revenue Code section 408(a), an individual retirement annuity described in Internal
Revenue Code section 408(b), an individual retirement annuity described in Internal
Revenue Code section 403(a), era qualified trust described in Internal Revenue Code
section 401(a), that accepts the distributee's eligible rollover distribution,_an eligible
deferred compensation plan described in Internal Revenue Code section 457(b) which is
maintained by an eligible employer described in Internal Revenue Code section
457(e)(1)(A), or an annuity contract described in Internal Revenue Code section 403(b).
However-in-the-case-of-an-eligiblerollover-distribution-te-a-distributee’ssurviving

Section 15. Effective January 1, 2010, the following shall be added to the end of section
201.24(13.3):

Effective for eligible rollover distributions made on or after January 1, 2008, an eligible
retirement plan shall also mean a Roth individual retirement account described in
Internal Revenue Code section 408A provided that eligible rollover distributions made
on or after January 1, 2008 are subject to the adjusted gross income limits of Internal
Revenue Code section 408A(c)(3)(B), as applicable, and the distribution rules of Internal
Revenue Code section 408A(d)((3). For a distributee who is a nonspouse designated
beneficiary, the direct rollover may be made only to an individual retirement account or
annuity described in Internal Revenue Code section 408(a) or 408(b) that is established
on behalf of the designated beneficiary for the purpose of receiving the distribution as
an inherited individual retirement account or annuity pursuant to the provisions of
Internal Revenue Code section 408(d)(3)(C).
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547  Section 16, Effective January 1, 2010, section 201.24(13.4) of the Milwaukee County Code of
548  General Ordinances is amended to read as follows:

549 A distributee includes a member or former member. In addition, the member's or former
550 member's surviving spouse and the member's or former member's spouse or former
551 spouse who is the alternate payee under a qualified domestic relations order, as defined
552 in Internal Revenue Code section 414(p), are distributees with regard to the interest of
553 the spouse or former spouse. A distributee also includes a member or former member's
554 nonspouse beneficiary.

555  Section 17. The provisions of this ordinance shall be effective as set forth above, but in
556  any event no later than upon passage and publication.

557

558 Adopted by the Milwaukee County Board of Supervisors
559 May 22, 2014
560
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