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State of Wisconsin Investment Board

" MAILING ADDRESS 121 EAST WILSON ST
PO BOX 7842 MADISON, Wi 53702
MADISON, WI 53707-7842 ' (608) 2662381
15 February 2000
Senator Brian Burke, Co-Chair Representative John Gard, Co-Chair
Joint Cormmittee on Finance Joint Committee on Finance
P.O. Box 7882 P.O. Box 8952
Madison, WI 53707- 7882 Madison, WI 53708-8952

Mr. George Laghtboum Secretary
Departmeént of Administration

101 Fast Wilson Street

P.O. Box78ﬁ4 R

Madzson W} 53707»—7864

Dear ;Comﬂiee‘(_’ia_—ﬂhalrs .an_d Sécretary Lightbourn:

Atiached is our quarterly report of charges to funds managed by the Investment Board for expenses
incurred under ss. 25.18 (1)(a) and (m). This report includes payments made during the quarter ending
December 31, 1999,

Under ss. 25.18 (1)(a), the Boardmay employ special legal or investment counsel in any matter arising -
out of the ‘scope of our investment authority. Under ss. 25.18 (1)(m), the Board may employ
professionals, contractors or agents to evaluate or operate any praperty in which the Board has an .
_-'mterest Expenses for these servzces are chargeci ta the current income of the fund for Whlch the:- G
services were furmshed o OEREETR S : S : -

Because the report represents actual payments made during the quarter, significant fluctuations in
amounts reported for each vencinr w;ii occur from quarter te quarter.

Secnan 25.17 (13m} of the Statutss provzdes for ihzs report ont a quarterly basis. Please contact me if
yoil have any questions or comments about this report.

Patricja Lipton

Executive Director

Sing

o Members, Joint Committee on Finance
Bob Lang, Legislative Fiscal Bureau
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STATE OF WISCONSIN INVESTMENT BOARD
Direct Charges Under ss. 25.18 (1) {a) or {m)

160/1/89 {0 12/31/09
Custodial and Banking Fees
Bank of New York $48,144
Bankers Bank $2,500
Boston Co. Institutional Investor $1,001,346
Total Custodial and Banking Fees $1,051,980
Legal Fees, Services and Expenses
Baker & Boits $4.252
Cox, Castle & Nichotson $55,745
Foley & Lardner $4.746
Jones, Day, Reavis & Pogue $22,247
MeDermott Will & Emery $1,013
Michael Best & Friedrich $18,008
Reinhart Boemer Van Dueren 53,888
Ruder, Ware & Michler $3.228
Solheim, Billing & Grimker SC 821,124
Stafford Rosenbaum Attomeys $1.469
Whyta Hirschboek $1,505
Total Legal Fees, Services and Expenses $137,315
" Investrment Counsel o
L he RESKZ-Mé.négéméht: o AT s : e sas07

Bloomberg, LP $66,126
Bridge Information Services $4.402
Bridgewater Associates ‘ $3.,750
Commerce Clearing House, Inc. $7.525
CP Risk Management $7.503
First Cali $21,800
Garland Associates, Inc. $2.284
Heidrick & Struggles, Inc §$50,743
IDC Portfclio Mgmt, inc, 56,250
Instinet $320
Kenneth Purdy Consulting $1.224
Lawrence Kudlow $25,000
Maria Fiorini Ramirez $975
Shilling, Gary A, $21,000
Smithers & Co. 54,083
Standard & Poor's $34,483
Stone & McCarthy Research $900
Telerate $17.976
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STATE OF WISCONSIN INVESTMENT BOARD
Direct Charges Under ss. 25.18 (1) {a) or {m)

1041/93 to 12/31/99
Toronto Stock Exchange §729
Voss, William ‘ $7.152
Wilshire $22.083
Total Investment Counsel T $324,858
Real Estate Advisory Fees
AETNA PMSA Fund $8,313
Black Rock Fund Investors 512,421
Bristol Group, Inc. $73.914
Heitran Capital Management Corp. $134,213
Hudson Advisors {Lonestar F uhds) $404,963
invesco Really Adviscf_é_, nc. $43,113
Kensington Rea'%fy_Advisars §59,384
Koll Bren Realty Advisors Co $384,001
Landmark Realty Advi.sors $158,7¢5
Lazard Freres $156,250
Lend Lease Real Estate Investment $284,159
MIG Really Advisors, Inc. 314,988
New England Mutual $8,313
Nodhwestern Mutual Life $27.846
PM Realty Advisors, Inc. $39,058
.. PRICOA Trans European ...~ .. . - $26,081
' Prudential (Semior Housing). : o " g7.884
Security Capital $534,926
Sentinel Realty Adviscrs Corp. $25,194
Wispark Corporation $7.970
Yarmouth Capital Partners $168,536
Total Real Estate Advisory Fees $2.690,322
Index Fund Fees
Barclays Global investors {a.k.a. Wells Fargo} $1,143,290
Total Index Fund Fees $1,143.290
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State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILBON BT
¥ PO BOX 7842 MADISON, W1 53702
MADISON, Wi 53707-7242 (608} 266.238 1
20 March 2000
Representative John Gard, Co-Chair Senator Brian Burke, Co-Chair
Joint Committee on Finance Joint Committee on Finance
~ PO Box 8952 PO Box 7882
Madison, W1 53708-8952 Madison, W1 53708-7882
Representative Carol Kelso, Co-Chair Senator Gary George, Co-Chair
Joint Committee on Audit Joint Committee on Audit
PO Box 8652 PO Box 7882
Madison, WI 53708-8952 Madison, WI 53708-7882

Mr. Donald Schneider
Mr. Charles Sanders

Members of the Legislature:
Section 25.17(14r) of the Statutes requires that the State of Wisconsin Investment Board (SWIB) submit

a report to the Joint Committee on Audit, Joint Committee on Finance and the Chief Clerks of each
House summarizing any change in the Board’s investment policies, upon adoption of the change.

On February 3, 2000 the Board approved modifications to: the Investment Policy Guidelines relating to - - - -

the Real Estate and leed Iucome portfﬁiios ‘Attached are the mod:ﬁed guidelmes "Additions to the
previous guxdelmes are and deletions are the steicken material. Also attached for informational
purposes is the revised Real Estate Investment Guidelines which specifically addresses the detailed
operation of our real estate portfolios.

Real Estate Guideline Changes

SWIB operates an internally managed real estate portfolio with assets totalling $1.9 billion as of January
31, 2000. The underlying objective of the real estate program is to prudently invest in high quality real
estate investments which serve to enhance long-term investment performance, generate attractive risk-
adjusted returns, diversify SWIB’s asset base and reduce the volatility of the entire SWIB investment
portfolio.

The program presently has two main components, the Core portfolio, and the Non-Core portfolio.
Both the Core and Non-Core portfolios are direct investrnent portfolios, whereby SWIB is the sole or
joint owner in real property. Within this structure, SWIB engages investment managers to manage
individual real estate investments and pools of investments. Guideline changes were effected at the
February board meeting which specifically address the Core Portfolio.

Prior to the guideline modifications, SWIB staff had the discretion to invest, without prior Board
approval, in properties meeting specific criteria. SWIB staff was given this authority with a spending
limit of up to $50 million. After $50 million in properties were acquired, SWIB staff could not make



new discretionary investments until the Board was provxded with a detailed retrospective review of the
investments made.

The guideline changes were effected to provide SWIB staff with enhanced discretionary authority when
potential investments fall within stipulated criteria. - The revised program was designed to be ongoing
and continually funded so that attractive, core properties could be acquired as available in the market.

To accomplish this goal, the $50 million discretionary funding cap was removed and a policy of
monthly rcportmg was adopted.

The new. mvestmcnt guidelines-include revised criteria for investments that qualify for the dlscreuonary
Core Portfolio. Generally, these changes sxm;)kfy and clarify the criteria, while keeping the emphasis
on stable, institutional quailty equity investments, - Qualifying investments still must afford SWIB
control of the investment and be one of the four major property types (office, industrial, apartments or
retaﬁ) ‘Under thxs pian, mcemzve fees ffax axtemal managers are m)t pemutted

The. newly adopted reai estata mvcstmeﬂt policles strengthen the reai estate program by expediting the
 investment process and ‘allowing SWIB staff and mvestment managers the opportumty to move rapidiy -
wheﬁ the market offers attracuve oppo:tunmes :

Puhhc F;xed Income Gmdehne Chaugw ' :

SWIB’s internal staff manages in ‘excess of $6.6 btihon in domestic public bond investments. Prior to
the guideline changes adopted at the February board meeting, these investments were held in three
separately managed portfohos the Intermediate Duratmn portfolio (IDP), the Core Public Bonds
partfoim (Cm“e), anci the Market Evaiuauon porifohe (MEP)

| The recent gmﬁelme changes restmctured the above portfohss into two portfolios: the Léng'
_jGovemmantjCGrpezate -pertfoi:o (LGC) and the. Intermedlate Government/Corporate. portfolio (IGC).

a result of a comprehensive. asset allocation review :completed- in: - SEL

'January Ti:e affect of this change will be to a};gn our pm‘tfohﬁs with the broader. bﬁnd market'and will:

focus more expertise on specific areas of the market. The LGC’s mandate is long-term, primarily
focusing on maturities 10 years and longer. The IGC portfoizo is concentrated on the intermediate bond
market, prxmarﬁy focnsmg on maturities 10 years and shorter. These changes ‘also-address existing
staffmg constraints and considerations for. succession’ plannmg Additional information regardmg this
change was prewded in our azmual Gcais and Pcrfermance :eport to the Legislature in January

Please -cﬂniact me if you have any:qtzestzons abcut this report.

5
= L =

Patricia Lipton
Executive Director

cc: Members, Joint Committee on Audit
Members, Joint Comrmittee on Finance
Legislative Audit Bureau

Legislative Fiscal Bureau
+ WSWIBISYS\USER\DOBSOHOFILENLEGISLATWOLICY CH\oet99.doc ¢ 3/20/00 2:42 PM HCD



REAL ESTATE PORTFOLIO

Description: The Real Estate and Mortgage Portfolio contains investments in mortgages
commingled real estate investment pools and various types of direct equity ownership in
estate assets, either solely or in joint ventures and partnership

Portfolio Purpose and Objectives: A professionally managed portfolio of real es
investments diversified as to geographic location and property type, provides overall asset
 diversification for the retirement fund and acts as a hedge against inflation.

CRITERIA APPROVED FOR INVESTMENTS

Investments in the Real Estate Portfolio will be managed within the following guidelines:

W and provxded ;ﬁuthe;: that the mvestment is 'processed and clased in v
accordance with the Real Estate Procedures Manual approved by the Committee
or Board.

&r The Board or Real Estate Committee must first review all
prospective acquisitions, and COle tamcnoNG

4 mortgage-loans and make the recommendation
whether or not to close. Staff may close the investment upon completion of due
diligence.
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Make modifications of mortgages or leases; enter into new leases; make expenditures for
maintenance and improvements; grant easements; hire consultants, service providers, real
estate advisors and property managers; and, in general, take all necessary action to
manage, maintain and enhance investment value of the real estate and mortgage portfolio.

Prior to ﬁmdmg an investment where real property is a material component, the property
shall be -evalnated- for the presence of environmental or code compliance problems.
Where material probiems are present, ﬁmdmg shall not occur until an assessment has
. been conducted and the ncncompkanae has been corrected, and an adequate remediation
_program is in place or.other provisions have been made to address the liability. SWIB
~may-not initiate substantlai development or: unprovement of teal property owned by
SWIB  without making ‘provision for compliance with ‘state and local codes and.
ordinances; mciudmg the Wisconsin: Enmrenmental Policy . Act, as applicable.

No more than 10% of the »alue y of the Real Estate Portfolio may be
invested in non-U.S. investments. Cm}y _such.mvestment funds which anticipate investing
less than 50% of such funds. capitai in emerging markets as defined by the International
Finance Cﬁrporatlon (IFC) may be purchaseﬁ

o .Make any other legal mvestment that is spec;ﬁcaliy approved by the Board
'DERIVATIVES AUTHORITY
All derivative strategies must be rewewed and recomended by the RxskaenvaUves Committee

_a:cad approved by the Trustees

NOTE: Separate Real Eétate Iiwaénﬁient Procedures and ‘Guidelines have been adopted by the
Board of Trustees and appear in separate documents available from the Real Estate Division.
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- STATE OF WISCONSIN INVESTMENT BOARD

REAL ESTATE.

INVESTMENT GUIDELINES

Revised February 3, 2000

The information in this report is true and correct to the best Approved for inclusion in Board Meeting Materials by:
of my knowledge and is submitted after review by:

Charles R. Carpenter

Assistant Investment Director

Robert H. Severance Patricia Lipton
Investment Director Executive Director

253/Feb/00
R-00-152
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STATE OF WISCONSIN INVESTMENT BOARD
REAL ESTATE INVESTMENT GUIDELINES
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1. REAL ESTATE INVESTMENT GUIDELINES STATEMENT OF PURPOSE

The purpose of the State of Wisconsin Investment Board (SWIB) Real Estate Investment Guidelines
(Guidelines) is to provide general controls and specific requirements which will aflow the Board, Staff and
external real estate professionals to carry out the goals and objectives set forth herein for the SWIB real
estate ‘investment program. This is regarded as a professional operating document for an agency in the
public domain.

The following Guidelines are separated into five complementary sections which establish certain
definitions, ‘describe policy goals and objectives, core and non-core portfolios, investment criteria for
SWIB's Discretionary Core Portfolio Program, and structure of fees for real estate service providers. Asset
management policies and procedures are set forth in a separate document, the Real Estate Division
Procedures Manual (Pzecedures' Manuai).

These: Gmdeimes are deszgned to enablﬁ the SWIB Real Estate program fo attam the highest possible " -
_nsk~adjusted returns ina caordmateé and comprehenswe manner. Recognizing that real ‘estate markets -

change over time; this document will be revised and updated as needed so that SWIB can'take advantage of
chaugmg ‘market opportunities, msofar as they contnbute to the achievement of the overall goals and-
objectives. of the SWIB real estate investment program. To that end, SWIB will prepare an annual Real

Estate Division Strategy Report.

283/ FebOn
R-00-§52
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2. DEFINITIONS

The following definitions for frequently used terms in these Guidelines are provided in order to clarify their
usage in the formulation and implementation of the real estate investment program for SWIB.

The term "Advisor" shall be deemed to mean any company or individual which, by contractual agreement,
provides property investment oppommmes to SWIB, provides property asset management services to
SWIB, provides due diligence review on property opportunities referred to them by SWIB, or provides any
combination of the foregoing to SWIB on a non-discretionary basis. Unless otherwise stipulated, SWIB
will retain investment decision authority over all issues related to the acquisition, operation and disposition
of the property investmenis generated by an Advisor. In exercising investment management
responsibilities on behalf of SWIB, Advisors act as fiduciaries.

The term "Asset Manager” shall be deemed to mean any company, or individual, which may be retained by
SWIB to implement and supervise SWIB's asset management policies and procedures for a specified
number of SWIB's individual real estate property investments, Managers, Advisors and joint venture
parmers may be Asset Managers. ‘The activities of Asset Managers shall be controlled by gmdeimes and-
criteria set forth in SWIB's Procedures Manual and Accountmg Manual, and that Asset Manager's contract
with SWIB. In exercising investment management responsibilities on behalf of SWIB, Asset Managers act
as fiduciaries.

The term "Investment Proposal Source" shall be deemed to mean any company, or individual, which
provides property investment opportunities to SWIB. Advisors operating under contractual agreement with
SWIB and/or companies or individuals active in the real estate marketplace not having a contractual
relationship with SWIB, such as life insurance companies, investment banking firms, commercial banks,
real estate operating companies, real estate deve10pment oompames property owners and other tax-exempt
-mstztunons maybe InvestmentProposal Som‘ces RS ; e PR

The term "J oint Venture Partner” shali be deemed to mean any mdlwduai or other entity which co~1nvests
with SWIB in real estate transactions. As deemed appropriate by SWIB, the Joint Venture Partner may
also provzde asset management sermces to SW£8 for camvestments

The term “Manager” shall be deemed to mean any company or indmduai which, by contractual agreement, :
assumes discretion over SWIB's real estate capital, invests the capital (in numerous properties via pooled
investment vehicles), provides asset management and periodically reports to SWIB. By virtue of the
contractual agreement, SWIB shall not retain investment authority as to the buying, holding or selling of
the assets of pooled investment vehicles. In exercising investment management responsibilities on behalf
of SWIB, Managers act as fiduciaries.

The term "Pooled Investments” shall include open-end or closed-end funds, public and private real estate
investment trust shares (REITs) and stock in real estate development or operating companies. SWIB does
not retain discretion over the acquisition, management, reporting or disposition of the individual assets of a
pooled investment.

2&3/Feb/O0
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3. REAL ESTATE GOALS AND OBJECTIVES

INTRODUCTION

The real estate program addressed in this section and other sections of the Guidelines encompasses
equity-oriented property investments exclusive of the portion of SWIB real estate capital invested through
traditional (non-participatory) mortgage lending. :

GENERAL GOALS AND OBJECTIVES

The underlying objective of the real estate program is prudent investment in real property to create a
diversified real estate portfolio of high quality property assets which will enhance long-term investment
performance, generate attractive risk adjusted returns, diversify SWIB's asset base and reduce the volatility
of the entire 'SWIB investment portfolio.

Meeting thxs objective requxres a flexible mvesﬁnent strategy so that as market conditions change, SWIB
may take advantage of emerging opportunities.

DIVERSIFICATION

An important objective of the SWIB real estate program is prudently to diversify over time its portfolio
investments. The result should be to minimize the impact of any secular or cyclical change in the
economy, financial markets and/or real estate markets.

o _I)wersxﬁcatmn may by sub_;ec‘i occaszonaliy to mvestmcnt éGCISIOIiS to position SWIB ‘to capitalize on -

opportunities provided by changes in markets which may require SWIB to assume (justified) risk not -
typically associated with established diversification guidelines.

RISK MANAGEMENT

Real estate investment inherently has risk and the potential for maximum return is typicaily related to the
amount of incurred risk. The SWIB real estate investment program is highly oriented toward risk
management. This approach allows for the creation of maximum risk-adjusted yields.

Risk is managed by creating managerial, advisory, joint venture, consulting and asset management
relationships which will provide to SWIB information regarding market conditions, investment
opportunities and asset management techniques. A major component of risk management is the tracking
and monitoring of portfolio performance and composition so that active strategies may be implemented to
improve over time the overall risk-adjusted performance of the SWIB real estate portfolio.

2&3/Febl00
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ASSET MANAGEMENT

Asset management is critical to the management of risk. Therefore, SWIB will enter into only those asset
management reianonshlps which provide the most professional services. SWIB requires that a long-term
asset management plan be defined (as specified in the separate Procedures Manual) for each property asset
prior to closing. Such asset management plans will be periodically updated to reflect market conditions.

RATES OF RETURN

The investment potential offered in the real estate marketplace, and SWIB's overall investment goals,
establish the range of acceptable yields and retumns applicable to the investments outlined in these

Guidelines.
Underlying consnderatlons for SWEB s 1dennﬁcat10n of acceptabie rates of return are as follows:

—_ -Current mcame yield lew:ls typlcaﬂy will be more heavily weighted than' the gotenna} for
appreclatlon “However, within its Non-Core Portfolio, SWIB may invest in proper&es
where apprecmtmn is a major component of projected overall retum. :

— Return proj ectaons generaily will be based on ten year anticipated holding periods.

— Financial projections, including those for rates of return and cash flows, will be calculated
on the following bases: (i) most likely case; (i) optinuistic case; and (jii) pessimistic case.

These projections will include realistic expectations of occupancy; current and future levels

of rent, expenses and capital expenditures; leasing costs and concessions; lease terms and

~ conditions; residual capitalization rates and future sale costs. Such projections will be made

on a dzsoounted ‘cash flow approach to- vaiue, ‘using approprzate msoount Tates. Ail

projections will be made on an "actual cash flow" basis, as opposed to a "'stabilized" basis.

— Acceptable rates of return assume adoption of "disposition strategies" for each property
asset so-that any asset may be sold when SWIB's investment value has peaked and/or when
such a saie is justified based on the requirements of the SWIB real estate program.

- Rates of return shall be consistent with current real estate markets, inflationary expectations,
and fixed income markets.

PROPERTY COMPLIANCE WITH ENVIRONMENTAL REGULATION

SWIB will only consider property investments which will fully comply with all local, state and federal
environmental regulations regarding acceptable levels of hazardous materials and other contaminants.
Therefore, SWIB shall require engineering reporfs and certifications which document the absence of
asbestos, petroleum products and hazardous materials at the property. If such materials are present, SWIB
will obtain evidence that the materials can be contained and managed in accordance with all local, state and
federal statutes, laws, regulations and standards.

2&3/Feb/00
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INDIVIDUAL TRANSACTION SIZE

SWIB's gross investment value in any single property shall not exceed 1% of the SWIB fixed fund assets.

2&3/Fel/00
R-00-152
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4. CORE AND NON-CORE PORTFOLIOS
This section defines, "Core" and "Non Core" real estate investments, and focus on property level risk.

CORE PORTFOLIO

Core properties have relatively stable and predictable initial yields and overall returns. As such, the income
portion of return provides at least as much to total return as the appreciation component. Typically, Core
investments will include investment vehicles and ownership structures that either give SWIB optimum
control over investment management, or properly align SWIB's interests with the investment manager.,
Core investments will include properties from the four major property types (office, retail, apartment, and
dastnbutlén), for which track record performance data is available, or for which realistic, satisfactory
economic pmgectxons can be mada SWIB will hkely heid Core investments for more than three years

An unspe(:lﬁed pooied mvestment may only be conszdered Core if its acquisition- cntena are consistent
with SWIB's definition of Core Investments. For pertfoho classification purposes, all investments- that
meet the definition of Core ‘above shall be deemed Core investments. Pooled Investmerits shall be
considered Core investments if, in the opinion of the investment manager, the following conditions are
met; 1) At least 90% of the investments held by each respective Pooled Investment meet the definition of
Core above; and 2) The stabilized, portfolio level loan-to-value ratio must fall below 65%.

NON-CORE PORTFOLIO

Non-Core properties and investments have a higher risk profile than Core and typically depend on
. apprematwn for a substantial portion: of. their refum. - Non»Core investments pmwde hxgher returns to.

' reflect the increased risks and diminished security ‘of income compared to Core properties. Non-Core
assets include, but are not limited to, non-traditional property types, underperforming investments,

unspecified pooled investments with acquisition criteria that are not consistent with SWIB's definition of
Core Investments, and/or properties that involve develcpment redevelopment, or high levels of initial or
ongoing leasing risks. All investments that do not meet the definition of a Core investment are considered

Non-Core.

ALLOCATION

Long term optimal portfolio allocations shall be as follows.
1. Core Portfolio - A minimum of 65% of the total real estate portfolio.
2. Non-Core Portfolio - A maximum of 35% of the total real estate portfolio.

SWIB recognizes that meeting the target allocations for any specified time period for each program
component is dependent upon the status of the total real estate portfolio, the existing portfolio of
investments and the quality of available investment opportunities relative to prevailing real estate market
conditions. Real estate markets are inefficient, and SWIB must be able to deviate from long term target

T&3/Feb/00
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weightings if conditions warrant. Annually in the Strategy Report, staff shall recommend to the Real
Hstate Committee, for its action, any recommendation for a larger component of Non-Core for the
succeeding year. SWIB shall not be compelled to fund new investments solely for the purpose of deploying
allocated real estate capital.

2&3/Feb/00
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5. DISCRETIONARY CORE PORTFOLIO INVESTMENT CRITERIA

The foliowmg investrment criteria set forth the standards for SWIB's Discretionary Core Portfolio program,
and identify the" characteristics of qualifying investments based upon the following criteria. Any
investment that does not meet these criteria does not quahfy for the Discretionary Core Portfolio Program.

- Tnvestments shall consist primarily of office bm}dmgs, mdustnai buildings, multi- family residential
developments, retail properties, or a mix of any of these.

- Investments shall be focated in only those domestic markets predetermined by SWIB Staff.

- At time of investment, not more than 10% of the annual Discretionary Ceré Portfolio allocation shall
be invested in unimproved land, and then oniy ifi it is in conjunction with related adjoining improved

reai praperty

- Ehglbie mvestments ’wﬂl NO’I mcludc hoteis, motels moblle homa parks golf COUrSes, resorts or -
_ nms-shares S S _ _

- Attime 0f mvestment not more than i{)% cf the axmnal Dtscretmnary Core Portfolio aﬂocatxon shall
be invested in assets that have not reached initial stabilization.

- Investments will be i) 100% direct equity purchases, or ii) ownership structures in which SWIB has
at least a 50% position and control over acquisition decisions, asset management, property
management, reporting requirements, and restructuring or disposition decasaons

- Investments will generally be unleveraged. If leveraged, loan-to-vaiue ratws of the Managar s
e 'Dxﬁcretlonary Cere por:foim wﬂi be iess than or cqzzal 1o 5 0% - :

28 3/Feb/00
R-06-152

CATEMPInvGuidFeb00N doc ¢ 3720400 2:06 PM ~ HCD 8 State of WI Investment Bd



6. STRUCTURE OF FEES FOR EXTERNAL REAL ESTATE PROFESSIONALS

INTRODUCTION

SWIB pays fees to its Managers, Advisors, Asset Managers and Consultants for providing professional,
high quality services. Fees will be structured for the purpose of assuring the following:

03 Fair compensation related to the services provided;

(2) Relationship to SWIB's capital investment and the performance of assets, as objectively
' determined;

3 Emphasis on investment management;

(4} Ability to terminate contract at SWIB's sole discretion, without penalty;

(5) Compensation to be set within generally-accepted industry standards.

SWIB will only pay' its Managers, Advisors, Asset Managers and Consultants. Investment Proposal
Sources (as the phrase is defined in the "Definitions” section hereof) will not normaily be directly =
compensated by SWIB. _

Prior to closing (funding) any SWIB investment, compensation paid to any known party associated with a
SWIB real estate transaction will be identified as to payee, payor, amount of compensation and that party's
relationship to SWIB, any trustee, or any staff member.

RIGHTS TO TERMINATE
Specified fees will be paid only per written agreement. SWIB will require the right to terminate all
agreements without cause and at SWIB's sole discretion, and without substantial termination payments or
penalties.

CONSULTANTS FEES

Consultants may be paid on a retainer or project-specific fee basis m an amount and at such times as
determined by written agreement. Consultants shall be compensated in a manner to assure primacy of
SWIB as the client and provision of all services to SWIB on a completely objective basis.

28:3/Feb/oh
R-00-152
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Portf

-

CRITERIA APPROVED FOR INVESTMENTS .

: Portfolio will be managed within the following guidelines:
1. Any investments purchased for the portfolio may be sold.

2. Fixed income investments, publicly traded in the U.S. (including EuroDollar fixed
income instruments issued by U.S. based issuers) and payable in U.S. dollars, including
Yankees, convertible bonds, trust preferred issues and such other fixed income
instruments as are included in the portfolio benchmark, may be purchased which conform
to the following:

a. Average portfolio quality should be "A" or better.

2E3/Feb/00
F-00-155
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With the exception of U.S. government and agency securities, no more than 5% of
the portfohe (bonds at market value with accrued interest) may be invested in any
one issuer rated BBB- and above, only 3% of the portfolio may be invested in any
one 1ssuer rated BB+ and below.

_ :'Iiiife'sﬁﬁéﬁts h‘ad;mg under: Ruia 144A may be purchased, proﬁdéd they do not

constitute more than 10% of the portfolio. (bonds-at market value wzth accrucd
mterest) '

A security of a non-U.S. issuer may only be purchased if if is the debt obligation
of any sovereign state, agency or territory, related supra-national organization or
other issuer based in a country listed as "Free" or "Partly Free" in the most recent
version of the Freedom House Index.

3. Make any 6'tiier'legal ih\?esﬁilent that is Speciﬁcaily approved by the Board.

"'I)ER}“VATIVES AUTH@RITY

Sub_] ect to review an(i approval of the SWIB Rlsk Management!l)envatwes Comzmttee posmons
in financial futures, options and swaps are ;}errmtted if the purpose is to reduce the interest rate
exposure to ' which the portfolio is subjected in the normal course of business, to facilitate the. -
structuring of synthetic securities/indices that conform to these guidelines, to invest anncxpated
cash flows or to adjust duratmn within the duratmn guidelines.

1. Eligible ftmxres 'and options con&'acts are:

(a)

3 month U.S. Treasury Bill (IMM)

(b) 2 year U.S. Treasury Note (CBT)
(c) 5 year U.S. Treasury Note (CBT)
(d) 10 year U.S. Treasury Note (CBT)
(&)  U.S. Treasury Bond (CBT)
3] Options on the above contracts
(g0  Over-the-counter options
2. Transactions must be specific. That is, a financial futures or option contract must be

identified with a specific asset (or group of assets) at the time the contract is executed. In

2&3/Febio0
F-00-155
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each case, the purpose of the transaction must be explicitly stated at the time of execution
and a written record of purchases and sales of contracts maintained and reported to the
Trustees regularly.

3. If the transaction is against an anticipated rather than an existing cash transaction, the
cash transaction must be reasonably expected to occur.

4. When a hedged position is closed, the corresponding futures or options position must also
be closed.

5. Swap counterparties must be rated B/C by Keefe, "A-1/A" by Standard and Poors, or "P-
1/A" by Moody's. Dealers must be recognized by and report to the Federal Reserve.

*+ USWIBIWOLNSYSIWPUNITLEGAL Investment Guides\CORE-LGC Red-00Fcb.doc # 3/20/00 2:08 PM ~ SKC
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Description:

public market; MEP § is broadiy dwersaﬁed across sectors including government, agency,
corporate, and Yankee. It average duration is expected to be maintained within the
mtermedmt&ﬂoﬁg spectrum established-by-the-policys :

Portfoho Purpose and Objectxves The m ' ortfoho is designed to invest in public fixed

with connnensuratc returns. The

duration of the portfoho is constrained within a twenty i
assxgned benchmark index. The pertfoim is diversified

I6C portfolio are compared reguiariy with the benchm k o mpnsed of appropnate
. eomponents as. estabhshed by the SWIB Benchmark Cemxmttee C

CRITERIA APPROVED F OR INVESTWNTS

L. Any investments purchased for the portfoiio may be sold.

2. Fixed income “investments, publicly traded in the U.S. (mcludmg EuroDollar fixed
income instruments issued by U.S. based 1ssuers) and payable in U.S. dollars, mciudmg

- Yankees,.. convertible bonds; ‘trust preferred issues and such other fixed income =
- 5ms§mments as axe mclnded m the portfoho bmciunaxic may be purchased whwh confonn ;3-_.__:_; _

to the following:
a. Average pnrtfcho quahty shouki be "A" or better.

b. 'Portfoho duratlon W111 be mamtamed w1thm a range of twenty 1
or minus the dmﬂoa of the benchmark established by the

el percent .plué' :
Benchmark

c. With the exception of U.S. Government and agency securities, no more than 5%
of the portfolio (bonds at market value with accrued interest) may be invested in
any one issuer rated BBB- and above, only 3% of the portfolio may be invested in
any one issuer rated BB+ and below.

d. Investments rated BB+ and below may be purchased, provided they do not
constitute more than 15% of the portfolio (bonds at market value with accrued
interest).

2&3/Febl0f
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3.

e:..' Investments trading under Rule 144A may be purchased, provided they do not
: constitute more than 10% of the portfolio (bonds at market value with accrued
interest).

f A security of a non-U.S. issuer may only be purchased if it is the debt obligation
of any sovereign state, agency or territory, related supra-national organization or
other issuer based in a country listed as "Free" or "Partly Free" in the most recent
version of the Freedom House Index.

Make any other legal investment that is specifically approved by the Board.

DERIVATIVES AUTHORITY

Subject to review and approval of the SWIB Risk Management/])envaﬁves Committee, positions
in financial futures, options and swaps are perm;tted if the purpose is to reduce the interest rate
exposure to which the portfolm is subjected in the normal course of business, to facilitate the
structuring of synthetic securities/indices that conform to these guidelines, to invest anticipated
cash flows or to adjust-duration within the duration guidelines.

1.

Eligible futures and options contracts are:

(a) 3 month U.S. Treasury Bill (IMM)
(b)  2year U.S. Treasury Note (CBT)
(©) 5 year U.S. Treasury Note (CBT)
()] 10 year U.S. Treasury Note (CBT)

~{e).... U.S. Treasury Bond (CBT). -
e 'prtmns on the above: coniracts
(g)  Over-the-counter options

Transactions must be specific. That is, a financial futures or option contract must be
zdentzﬁed with a spec;ﬁc asset (or group of assets) at the time the contract is executed. In
each case, the purpose of the transaction must be explicitly stated at the time of execution
and a written record of purchases and sales of contracts maintained and reported to the -
Trustees regularly.

If the transaction is against an anticipated rather than an existing cash transaction, the
cash transaction must be reasonably expected to occur.

When a hedged position is closed, the corresponding futures or options position also must
be closed.

Swap counterparties must be rated B/C by Keefe, "A-1/A" by Standard and Poors, or "P-
1/A" by Moody's. Dealers must be recognized by and report to the Federal Reserve.

+ GASYSIWRINITLEGAL Investent Guides\ MEP-1GC Red-00Feb.doc + 320000 2:08 PM ~ SKC
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SENATE CHAIR
BRIAN BURKE

ASSEMBLY CHAIR
JOHN GARD

316-S Capitol

P.0O. Box 7882

Madison, WI 53707-7882
Phone: (608) 266-8535

315-N Capitol

P.0. Box 8952

Madison, WI 53708-8952
Phone: (608) 266-2343

JOINT COMMITTEE ON FINANCE

MEMORANDUM

To: Members
Joint Committee on Finance

From: Senator Brian Burke
Representative John Gard

Date: April 13, 2000

Re: Special Investment Performance Dividend Quarterly Report
Attached is o copy of areport from the Department of Employe Trust Funds,
which provides information on the progress of the SIPD distribution project.
The report is being provided for your information only. No format action is

required by the Committes, Plecse feel free fo contact us if you have any
questions.

Attachment

BB:JG:dh




STATE OF WISCONSIN
Department of Employe Trust Funds Eric O. Stanchfield

Secretary

801 West Badger Road
F.O Box 7931

Madison, WI 53707-7931

April 11, 2000

HONORABLE BRIAN BURKE
HONORABLE JOHN GARD §
CO-CHAIRS, JOINT COMMITTEE ON FINANCE By
STATE CAPITOL

MADISON W!I 53702

Subject:. The Department of Employe Trust Funds’ report to the Joint Committee on Finance
for Japuary 1 — March 31, 2000 on the Special Investment Performance Dividend
(SIPD) lawsuit special distribution.

Dear Senator Burke and Representative Gard:

In July 1999, when the Joint Committee on Finance approved the Department of Employe Trust
Fund’s plan for continuing the special distribution resulting from the Special Investment
Performance Dividend (SIPD) lawsuit, the Committee directed the Depariment to provide
quarterly reports on the progress of the SIPD distribution project. The fcllowmg is the

' 'Department’s quarterty report for the third quarter of fiscal year 1999-2000.

SIPD Distribution Statistics

3" Quarter FY 99-00 Total to Date
Number of payments issued 2,280 14,058
Average # payments per week 175 N/A
Total amount of payments $2.422.693.61 $17,751,576.00
Average amount per payment $1,062.58 $1,262.73
Claim inguiries received 1,301* 17,991
Average # claim inquiries per week 100 N/A

* Of these 1,301 inquiries, 891 were documented as generated by Education Credit Services (ECS), the
professional locator service refained by the Department to focate the heirs and beneficiaries of former
WRS annuftarits who are eligible for a share of the SIPD funds.

{608) 266-3285 * FAX: (608) 267-4549 * e-mail at: hitp//badger.state wi.us/agencies/etf



SIPD Quarterly Report
April 11, 2000
Page 2

While there was still some staff turnover at the SIPD office during this quarter, the staffing
situation stabilized significantly compared fo the last quarter. Consequently, there is a 60%
increase in the average number of payments issued per week as compared to the last quarter.

The amount of the average payment issued during this quarter alsc increased by nearly 30%
over the last quarter. This reflects the fact that ECS contacted the heirs/beneficiaries with the
largest potential payments first, and we are still processing the earliest claim inquiries received
after ECS began their location efforts.

3rd Quarter FY 99-060 SIPD Expenditures

During this quarter the Department’s documented SIPD administrative expenditures totaled
approximately $214,800. Ofthis amount, approximately $84,600 was paid to the contracted
locator service. ECS is continuing their manual review at the State Records Center of the files
for which they have not yet located any heirs/beneficiaries. We anticipate that they will
complete this review before June 30, 2000.

if there are any questions about the SIPD project expenditures, please contact Joanne Cullen,
the Department’s Budget Director, at 266-3960. Questions concerning the overall project can
be directed to Linda Owen at 261-8164.

Sincerely,
2 _ ¢ Y kﬁ%&?
Fotee 3. D fmé‘f?{%’ ;
_Eric O. Stanchfield. 4

" Secretary -

cc: Dan Caucutt, Department of Administration
Bob Lang, Legistative Fiscal Bureau
Secretary George Lightbourn, Department of Administration



State of Wisconsin Investment Board

i MAILING ADDRESS 121 EAST WH.SON ST

jY POBGX 7842 MADISON, Wi 53702
§ MADHESON, W1 53707-7842 (608) 266-2381
FAX: (608) 266-2436

18 April 2000

Senator Brian Burke, Co-Chair Representative John Gard, Co-Chair
Joint Committee on Finance Joint Committee on Finance

P.O. Box 7882 P.Q. Box 8952

Madison, W1 53708-7882 Madison, WI53707-8952
Dear Senator Burke and Representative Gard:

I am in receipt of your letter of 18 April 2000 concerning our Compensation Plan. Inote your
request to forward to you a copy of the performance-based bonus plan as soon as it is available,
and will do so. I anticipate that this work should be completed and adopted by the Board of
Trustees by mid-August..

We will summarize our experience with recruitment and retention given our new compensation
package in a report to you which we will deliver at the end of January 2001. The report will
include the relevant comparisons with past experience.

Patricia Lipton
Executive Director

c. Members, Joint Committee on Finance
Robert Lang, Legislative Fiscal Bureau

+ PAUSERHAUGEBA WORDPROCEXECHLIPTONegiscomp2000. doe + 4/18/00 3:36 PM BIH




STATE OF WISCONSIN

SENATE CHAIR ASSEMBLY CHAIR
BRIAN BURKE JOHN GARD
316 South, State Capitol 315 North, State Capitol
P.C. Box 7882 N p P.O. Box 8952
Madison, WI 53707-7882 Madison, WI 53708-8932
Phone: 266-8535 Phone: 266-2343
JOINT COMMITTEE ON FINANCE
April 18, 2000

Ms. Patricia Lipton, Executive Director

State of Wisconsin Investment Board

P. O. Box 7842

Madison, W1 53707-7842 '

Dear Ms. Lipton:

Thank ‘you for your April 5, 2000, letter transmitting the plan recently approved by the
Investment Board trustees to implement a more competitive compensation structure for Board’s
investment professionals. This plan is the result of action taken by the Legislature in 1999
Wisconsin Act 9 to provide increased budgetary and salary flexibility to the Board. This additional
budgetary flexibility was provided by the Legislature in large part to address investment staff
recruitment and retention difficulties which have been experienced by the Board in the last few
years.

We believe that the Act 9 modifications will provide the Board with the necessary tools to
bring its investment staff salaries closer to the median salaries paid at peer, private sector
institutions. In turn, these changes in compensation policies should improve the Board’s ability to
attract and retain qualified investment staff.

We appreciate your attention to keeping the Joint Committee on Finance apprised of the
Board's plans in this area and we look forward to receiving a copy of the performance-based bonus
compensation plan as soon as that is available. In addition, we would like to be notified
periodically of the Board's investment staff recruitment and retention experience as a result of the
new compensation structure. In this regard, therefore, we request that you provide the Joint
Committee on Finance, by January 31 of next year, with a summary of the Board’s recruitment and



retention experience for its investment staff during the preceding calendar year, with appropriate
comparisons to those periods before the implementation of the new compensation structure.

Sincerely,

L Loky A
BRIAN BURKE JOHN GARD
Senate Chair Assembly Chair
BB:1G:js

cc: Members, Joint Committee on Finance




State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILSON ST
PO BOX 7842 MADISON, Wi 53702

MADISON, Wi 53767-7842 (608) 266-2381
EAX: (608} 266-2436

May 12, 2000

Senator Gary George, Co-Chair Representative Carol Kelso, Co-Chair
Joint Commmittee on Audit Joint Committee on Audit

PO Box 7882 PO Box 8952

Madison, WI 53708-7882 Madison, WI 53707-8952

Dear Senator George and Representative Kelso:

Thank you for your letter regarding our annual goals and performance report to the Legislature. That report
provided performance data as of December 31, 1999. As an update, the following table shows the
performance of the Fixed and Variable Trust Funds as of March 31, 2000. Both trust finds were ahead of
their one-, five- and ten-year benchmarks at the end of March.

Annualized Returns For Periods Ending March 31, 2000
Fixed Retirement Trust Fund

One Year Five Years Ten Years
Fixed Fund Return 20.1% 16.9% 13.3%
Investrent Benchmark 16.4 16,1 i2.6

Actuarial Benchmark 8.0 8.0 8.0

Variable Retirement Trust Fund

One Year Five Years Ten Years
Variable Fund Return 34.0% 22.7% 16.2%
Investment Benchmark® 25.8 21.6 16.0
S&P 500 17.9 26.8 18.8

*The investment benchmark is the equity component of the Fixed Fund investment benchmark

Passive Manazement

I hope the following additional information will address the questions you raised about our use of passive
management. We make the decision to use active or passive management (or some combination of the two)
on a market-by-market basis. Economic fundamentals support a role for a passive strategy in markets that are
more efficient. In those markets, information is incorporated into prices more quickly, making it more
difficult for a portfolic manager to add value through active buying and selling of individual securities. In
less efficient markets, information is not available to the investing public as quickly, nor is it as broadly
disseminated. This provides an added opportunity for a trained portfolio manager to profit from information
that 1s not yet incorporated into the asset price.



Senator George and Representative Kelso
May 12, 2000
Page 2

For example, our large company stock investments are primarily in index funds due to the efficiency of that
market. In contrast, our small company stock investments are primarily in an actively managed portfolio, due
to the less efficient nature of that market. (In some markets, such as private equity and private placements,
active management is the only practical option.)

Passive management also has three other benefits:

» Rebalancing assets. When asset classes run-up in value relative to their strategic targets, it is more
efficient and less disruptive to rebalance the assets by buying or selling our shares in index funds. This
eliminates the need for an active manager to sell out of or buy into positions they would not otherwise
take. This process also greatly reduces transaction costs.

»  Diversification of investment strategy. An active portfoho manager may have a particular strength in
covering a cerfain segment of the market. A passive component to our strategy cnables us to have
bmader expostre to the market with low management costs.

» Back-up for actively managed porifolios. If there is unant:mpated turnover m active managers, index
funds can provide an immediate back-up option until vacancies are filled.

Fixed Retirement Fund

At the end of 1998, approximately 30% Fixed Fund assets were passively managed. This was slightly below
the average (36%) for a peer group of 12 other large public funds. According to a report by Cost
Effectiveness Measurement, Inc., SWIB actively manages a larger share of Fixed Fund assets internally than
the average for our peers.  Other funds rely to a greater extent on outside managers. By law, outside
management is hmzied to 15% of szed and Vanable Fund assets :

' Ou:r use of mdex fxznds has marginaliy lncreased in 2@06 As n()i:ed 111 our Febmary report i:hzs is 3argely mn
our small and ‘mid cap domestic stock portfolios. Our last strategic planning exercise confirmed these
portfolios are among the largest such portfolios actively managed by any public or private investment
organization. We want to avoid situations in which an individual portfolio manager has too much cash to
move in and out of securities without unfavorably affecting the ifna:keft.' .

Another problem with excessively large portfolios can be ﬁndmg sufficient quantities of investments that the
manager believes have a good chance to provide excess returns. The risk in these situations is that the
manager may be forced to take on larger positions than are warranted, given their fundamental and economic
analysis. By reducing the size of these actively managed portfolios, we believe that there is a greater
probability that our managers can outperform the market going forward.

We continue to believe passive strategies play a role in the work we do at the Investment Board. Internal
asset management depends on an adequate number of staff positions and on the recruitment and retention of
experienced professionals i those positions. I am hopeful that our expanded budget authority and recently
approved compensation plan will help us to pursue both active and enhanced passive strategies internally.
Presently, I anticipate that the amount of passive management in the Fixed Fund will not increase
significantly from the levels projected in our February 2000 report.



Senator George and Representative Kelso
May 12, 2000
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Variable Fund

The changes in passive strategy in our stock portfolios described for the Fixed Fund also affect the Variable
Fund due to the common holdings in the two funds. As you know, the Variable Fund may reopen as a result
of 1999 Wisconsin Act 11. We have been exploring whether fund participants would find it easier to make a
decision about enrolling in the Variable Fund if 1t basically provided a market rate of returmn through passive
management. In addition, over the last year, several members of the Legislature expressed interest in a

greater role for passive strategies.

Since our February strategy report, we have been discussing this topic with major groups that represent
participants in the Wisconsin Retirement System. We have also provided information about the role of
passive investments and Variable Fund strategy in a recent newsletter sent to all participants. To date, we
have learned that the preference of fund participants is clearly that we maintain a significant role for active
management in the Variable Fund.  For that reason, I do not anticipate significant increases in passive
strategies for the Variable Fund beyond the level pro;ected for 2000 in our February report.

Our 1999 returns clearly show f:he beneﬁts of active management and we are committed to maintaining a
strong active presence in the markets. The budget flexibility SWIB received gives us the ability to make
decistons based on what makes the most sense from a total return perspective. This enables us to continue to
effectively manage assets internally and actively where there is a cost and retum advantage to do so.

Due to your interest, I attached an updated version of the Legislative Audit Bureau’s appendix, listing one-,
five-, and ten-year returns and related benchmarks as of December 31, 1999 on a portfolio-by-portfolio basis.

Again, we welcome your comments and questions. Please let me know if' I can be of further assistance.

Singerely, .

Patricip Lipton
Executive Director

# FAUSEROHENSKWAWORDPROCGOALEPR TUCArsuponse 5.00.DOC » 5/12/00 12:28 PM HCD



State of Wisconsin Investment Board
Portfolio Descriptions, Balances and Performance
As of December 31, 1999
Domestie Equity Portfolios
Large Cap Equities

Laree Cap Issue Selection Portfolio

Created March 31, 1997
Description Holds undervalued large cap stocks (with market capitalization over §5 billion) to
complement the S&P 500 index fund.
Managed Internal
Balance $2.265 billion
Benchmark S&P 500 Index
Performance
Portfolio Benchmark
| year 27.4% 21.0%
Since Inception 28.0% 28.1%
S&P 300 Index Fund
Created October 31, 1991
Description Tracks the S&P 500 market return.
Managed External
Balance 515.269 billion
Benchmark S&P 500 Index
Performance
Portfolio Benchmark
I year 21.0% 21.0%
5 year 28.5% 28.6%
Since Inception 20.2% 20.3%
Quantitative Portfolio
Created June 30, 1998
Description Risk-controlled strategy that attempts to loosely track the S&P 500 Index, yet earn excess
returns by variations from the Index.
Managed Extemnal
Balance 5671 million
Benchmark S&P 500 Index
Performance
Portfolio Benchmark
! year 19.6% 21.0%
Since Inception 19.1% 20.5%

Page 1



Enhanced Portfolio

Created Fune 30, 1998
Description
500 Index.
Managed External
Balance $671 million
Benchmark S&P 500 Index
Performance
Portfolio
1 year 19.0%
Since Inception 20.0%
Mid Cap Equities
Mid Cap Portfolio _
Created July 31, 1990; modified July 1996
Description
' $5 billion. ' :
Managed Internal e '
Balance $5.55] billion .
Benchmark Russell Mid-Cap Index
Performance
Portfolio
I year 24.1%
5 year 21.8%
Since Inception 16.7%

Mid Cap Index Fund

Created- . September 30, 1997 e
-Description . Tracks the mid cap market return. "
" Managed S External s B
Balance $825 million
Benchmark BGI Intermediate Cap Index
Performance
Portfolio
! year 353%
Since Inception 23.1%
Small Cap Equities
Small Cap Portfolio
Created December 31, 1982; modified July 1996
Description
Managed Internal
Balance £3.680 bitlion
Benchmark Russell 2000 Index
Performance
Portiolio
1 vear 49 2%
5 vear 19.53%
10 year 13.4%

Similar to Quantitative Portfolio, yet retains more restrictions on variations from the S&P

Benchmark

21.0%
20.5%

* Focuses on domestic companies with a market capitalization between $1 billion and

Benchmark

19.5%
221%
16.0%

Benchmark
34.4%
22.8%

Focuses on domestic companies with a market capitalization under $1 billion.

Benchmark
20.6%
18.4%
12.9%



Small Cap Index Fund

Created
Description
Managed
Balance
Benchmark

Performance

Private Equity

January 31, 1999

Tracks the small cap market retum.
External

31.116 billion

Russell 2000 Index

Portfolio Benchmark
Since Inception 19.5% 19.7%

Leveraged Buy-out

Created
Description

Managed
Balance
Benchmark

Performance

Venture Capital
Created

Description
Managed
Balance

Benchmark

Performance

July 31, 1983

Private placement equity designed to produce superior earnings from closely held and
feveraged companics. ’

Internal

$1.148 billion (investmenis)

15% net of fees absolute return

Portfolio Benchmark
I year 25.8% 15.0%
5 year 23.8% 15.0%
10 year 17.2% 15.0%

August 31, 1985

Private Placement equity designed to produce superior earnings from investment in
companies in early stages of development. Limited to 2% of assets,

internal

$186 million (investments)

15% net of fees absolute return

Portfolio Benchmark
I year 34.8% 15.0%
5 year 18.8% 15.0%
10 year 14.3% 15.0%

Page 3



Domestic Fixed Income Portfolios

Public Fixed Income

Core Portfolio

Created
Description

Managed
Balance

Benchmark

Performance

June 30, 1977

Holds highly diversified portfolio of fixed income securities. Longest duration of all
fixed-income portfolios.

Internal

£3.603 billion

Merrill Lynch Public Bond Hybrid Index and Lehman Brothers Public Bond Index

Portfolio Benchmark
I year -6.0% -3.4%
3 year 9.1% 8.6%
10 year 8.9% 8.3%

Market Evéiuaticm Portfolio

Created
Description
Managed
Balance
Benchmark

Performance

December 31, 1988

Hold highly diversified portfolio cf fixed-income securities. Focus is corporate issues.
Internal

$1.756 billion

Merrill Lynch Government/Corporate Hybrid Index

Portfolio Benchmark
I year -2.6% -2.8%
5 year 8.1% 3.3%

10 year 8.3% 82%

: '-Iniennecixate Duratxon I:’ertfa]m

Created”
Description

Managed
Balance

Benchmark

Performance

‘December 31, 1983 modlf ecf November }994

Primarily focused on U.S. Treasury securities with a maturities range of 3 to 7 years and
a duration of approximately 5 years,

Internal

$1.240 billion

Merrill Eynch 5-year Government Index

Portfeliv Benchmark
| vear -1.6% -2.5%
5 year 7.6% 6. 7%
10 year 8.1% 6.8%

Lehman Ageregate Index Fund

Created
Description
Managed
Balance
Benchmark

Performance

September 30, {996

Tracks the Lehman Aggregate bond market return.
External

$3.838 billion

Lehman Aggregate Index

Portfolio Benchmark
1 year -1.8% 6.3%
Since Inception ~0.8% 6.2%

Page 4



Private Placements

Private Placements Portfolio

Created
Description

Managed

Balance
Benchmark

Performance

June 30, 1977

Privatety negotiated fixed-rate intermediate-termn corporate debt instruments. Hliquid
nature of securities expected to provide additional return,

Internal

$3.239 billion

60% sector-weighted Lehman Intermediate Corporate Bond Index plus 10 basis points,
40% sector-weighted Lehman Corporate Bond Index plus [0 basis points.

Portfolio Benchmark
| year 6.0% ~1.1%
3 year 8.3% 8.0%
Since Inception 8.5% 8.2%

NMI. Real Estaze Mortgage Portfolic

Created
Description
Managed
Balance
Benchmark

Performance

June 30, 1999

Private commercial mortgages invested in participation with Northwestern Mutual.
Internal

$401 million

Duration adjusted Lehman BAA Corporate Index

Portfolio Benchmark
Since Inception 3.0% 0.9%
Page 5



International Portfolios

International Equities

Internat International Portfolio

Created September 30, 1989

Description Non-1]1.8. securities in "free” or "partially-free” countries, as rated by Freedom House
Index.

Managed Internal

Balance $4.954 billion

Benchmark MSCI World ex. U.S. (Net Tax)

Performance
Portfolio Benchmark
i year 32.1% 28.5%
5 year 20.5% 16.7%
10 year 15.9% FE.1%
External International Portfolios
Created September 30, 1989 and June 30, 1993
Description Non-U.S. securities in "free” or "partially-free” countries, as rated by Freedom House
Index.
Managed External (3)
Balance £5.995 bhillion
Benchmark MSCI World ex. 1.8, (Net Tax)
Performance
Mer, 1 Megr. 2 Mgr. 3 Benchmark
1 year 18.7% 72.8% 36.6% 28.5%
5 year 17.6% 23.5% 20.8% 16.7%
Since Inception 14.8% 15.1%. . 18.9% 11.1%F
*16.0 for Mgr. 3 : T
World ex. U.S. Index Fund
Created November 30, 1996
Description Tracks the MSCI World ex. U.S. market retumn.
Managed External
Balance $689 million

Benchmark MSCI World ex. U.S. {Net Tax)

Performance
Portfolio Benchmark
I year 25.7% 259%
Since Inception 17.0% 17.2%
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Equity Emerging Markets

External Manager 1

Created April 30, 1992
Description Investments limited to developing countries.
Managed External
Balance $449 million
Benchmark Morgan Stanley Emerging Market Free Index
Performance
Portfolio Benchmark
I year 77.9% 63.2%
5 year 9.6% 2.4%
Since Inception 12.8% 7.5%
External Manager 2
Created April 30, 1992
Description Investments {imited to developing countries.
Managed External
Balance $£353 milthon
Benchmark Morgan Stanley Emerging Market Free Index
Performance
Portfolio Benchmark
1 year 47 0% 65.2%
S year 3.6% 2.4%
Since inception 8.9% 7.5%
Global Fixed Income
Internal Global Bond Portfolio _
Created .-~ “December 1996 T : _
Description Authority to invest in Global fixed-income securities. Non-U.S. fixed income limited to
"free” and "partially free,” as determined by the Freedom House Index.
Managed Internal
Balance $971 million
Benchmark Salomon WGBI Unhedged (Net Tax)
Performance
- Portfolio Benchmark
| vear -1.4% 0.6%
Since inception 3.7% 6.7%
External Global Fixed Income Portiolios
Created September 30, 1989 and June 30, 1993
Description Authority to invest in Global fixed-income securities. Non-U.S. fixed income limited to
“free” and "partially free," as detenmined by the Freedom House Index.
Managed External (3}
Balance $2.490 billion
Benchmark Salomon WGBI Unhedged (Net Tax)
Performance
Mer. | Mer. 2 Mar. 3 Benchmark
b year 1.9% 2.9% 0.2% 4.0%
3 year I 1% 1% FH6% 11.1%
10 year 8.3% 9.4% 8.3% 8.6%
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WGBI Index Fund

Created
Description
Managed
Ralance
Benchmark

Performance

November 30, 1999

Tracks the Salomon Werid Government Bond Index
External

$222 million

WGBI Unhedged (Net Tax)

Portfolio Benchmark

Since Inception -0.4% -0.2%

Fixed Income Emerging Markets

External Manager 1

Created
Description
Managed
Balance
Benchmark

Performance

December 31, 1994

Investments limited to developing countries.
External

$73 miltion

J.P. Morgan Emerging Market Bond Index

Portfolio Benchmark
1 year 28.4% 26.0%
5 year 19.3% 16.3%

External Manager 2

Created
Description
Managed
Balance

Ben;hga_a;k .

Performance

December 31, 1994

Investments limited to developing countries.
External

$70 million

1.P. Morgan Emerging Market Bond Index

Portfolio Benchmark

1 year 27.9% 26.0%
5 year 18.4% 16.3%
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Real Estate

Real Estate Portfolio

Created June 38, 1977

Description Commercial real estate investments through direct ownership and participating
mortgages, which serve to hedge inflation.

Muanaged Internal

Balance $1.907 billion

Benchmark NCREIF Index

Performance

Portfolio Benchmark

1 year 8.3% 11.9%
5 year 10.8% 10.8%
16 vear 7.1% 4.4%

Non-Traditional .

Non-Traditional Parffélié) - : o
Created . - - January 1995 - .- : k

Description Cross-border, cross-asset investments. Take advantage of market inefficiencies created
by complexity of securities.
Managed Internal
Baiance $1.378 billion
Benchmark Morgan Staniey Capital International (MSCI) All Country Index
Performance
Portfolio Benchmark
I year 53% 27.3%

... Since .inc_ept_ien___ . e 139% 192%

& GASYSHWPUNITADMNReparts\Retirement Trust Funds.doc # 3/8/0¢3 %15 AM ~ 3KC
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State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILSON ST
PO BOX 7842 MADISON, Wi 53702
MADISON, Wi 53707-7842 (608) 266-2381

15 May 2000

Senator Brian Burke, Co-Chair Representative John Gard, Co-Chair

Joint Committee on Finance Joint Committee on Finance

P.O. Box 7882 P.O. Box 8952

Madison, W1 53707-7882 Madison, W1 53708-8952

Mr. George Lightbourn, Secretary
Department of Administration

101 East Wilson Street

P.O. Box 7864

Madison, WI 53707-7864

Dear Committee Co-Chairs and Secretary Lightbourn:

Attached is our quarterly report of charges to funds managed by the Investment Board for expenses
incurred under ss. 25.18 (I)(a) and (m). This report includes payments made during the quarter ending
March 31, 2000.

Under ss. 25.18 (1){a), the Board may employ special legal or investment counsel in any matter arising
out of the scope of our investment authority. Under ss. 25.18 (1)(m), the Board may employ
professionals, contractors or agents to evaluate or operate any property in which the Board has an

interest. Expenses for these services. are charged to.the current income of the fund for which the . . .

- services were furnished. .

Because the report represents actual payments made during the quarter, significant fluctuations in
amounts reported for each vendor will occur from quarter to quarter.

Section 25.17 (13m) of the Statutes provides for this report on a quarterly basis. Please contact me if
you have any questions or comments about this report.

L

Patricid Lipton
Executive Director

cC: Members, Joint Committee on Finance
Bob Lang, Legislative Fiscal Bureau

& FAUSERDOBSOHCFILESWSPCLPRITDIRCHARGCaloNdec?D. doc + 5712400 11:01 AM HCD



STATE OF WISCONSIN iNVES‘i’MENT BOARD
Direct Charges Under ss. 25.18 (1) (a) or (m)

171400 o 3/31/00
Custodial and Banking Fees
Bank of New York 548,344
Bankers Bank $2.500
Boston Co. institutional investor $1,332,842
Firstar $1,532
Total Custodial and Banking Fees $1,385,219
Legal Fees, Services and Expenses
Axley Brynelson $2,908
Baker & Botts . $2,632
Depanment cf Justlce ' _ _ B . $784
. Foley & Lardner B PR T
Girard & Green LLP~ S I $13,663
Grant & Efsanhofer PATT e ._$:7-,8_02
Malion & Johnson P.C.~ o R '$360
McDermott Will & Emery 33‘426
Michael Best & Friedrich 3895 .
Quarles & Brady $4,176
Remhan Boemner Van Dueren $5,6356
Ruder, Ware & Michler _ o 5352
Solheim, Biling & Grimker SC $21,832
. Stafford Rosenbaum Attoneys . B3B8 . L
":Totai Legai Fees Semcas and Expenses__f e T e
Investment Counsel
: Amer:can Siock Exchange A _ : o 52,174
Biocmberg. R ' : o : ' 588,'690
Bndgewa:er Asscdateé _ $3,750
Capital Maﬁagement Sciences . 514,220
Council of Institutional Investors $25.(50(}
CP Risk Management 51,954
Doeler, Jacgueline $24,130
Dow Jones & Co $6,111
Ekins McSherry $35,000
Factset Data Systems 546,878
First Call $21,800
Garland Associates, inc. $17,860
Heidrick & Struggles, Inc $24,529
IDC Portfolio Mgrnt, inc. $6,250
Instinet $1,240
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Page 2

STATE OF WISCONSIN INVESTMENT BOARD

Direct Charges Under ss. 25.18 (1) {(a) or (m)
14100 to 3/31/00

Institutional Shareholders

Investor Responsibility Research Center

Kenneth Purdy Consulting

Maria Fiorini Ramirez

McCarthy, Crisanti & Maffei
MOBEQO

NASDAQ Stock Market

New York Stock Exchange
Options Price Reporting Authority
Reuters America Inc.

Stone & McCarthy Research
Strategic Economic Decisions
Strategic Investient Solutions, Inc.
Té!éfate ' .

Thomson Trading Services
Tomntb Stock Eiéhange
Wellesiey Group, inc.

Wilshire

Total Investment Counsel

Real Estate Advisory Fees

AETNA PMSA Fund

o : -'Bt.)_'st'c_.m} .Cb;::ir:ls_ii'_t'ﬁiibna} '.l_nv&sit;f.

Bristol Group; Inc.
Hudson Advisors {L.onestar Funds)

Jones, Lang, Wootton Realty Advisors

Kensington Realty Advisors

Koli Bren Realty Advisors
Landmark Realty Advisors

Lazard Freres

Lend Lease Real Estate Investment
MIG Realty Advisors, inc.

Morgan Stanley Capital international
New England Mutual

Northwestern Mutual Life

PM Realty Advisors, inc.

PRICOA Trans European
Prudential (Senior Housing)
Security Capital

Westbrook Real Estate

Whitehall Street Real Estate

$92,700
$23,575
$19,932
5975
$9,360
$1,299
$500
$5,145
$1,587
$78,550
$900
$12,600
$57,500
311,974
$3,200
5801
$15,000
$42,958

$48,133
5,768
$223,910
$341,771
$117,935
$97,714
$382,867
$161,942
$142,484
$196,433
$65.597
$464,528
$6,980
$32,760
$38,543
$26,081
$9,771
$530,053
$475,832
$115,589

$699,132
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STATE OF WISCONSIN INVESTMENT BOARD
Direct Charges Under ss. 25.18 (1) (a) or {m}

171400 to 3/31/00
Yarmouth Capital Pariners $158,768
Total Real Estate Advisory Fees $3,643,550
Index Fund Fees
Barclays Global Investors (a.k.a. Wells Fargo) $625,329
Totat Index Fund Fees $625,329
Total $6,421,802
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State of Wisconsin Investment Board

' ! MAILING ADDRESS 121 EAST WILSON 8T
¥ PO BOX 7842 MADISON, Wi 53702
MADISON, Wi 53707-7842 {608) 266-2381

12 June 2000

Representative John Gard, Co-Chair Senator Brian Burke, Co-Chair
Joint Committee on Finance Joint Comunittee on Finance

PO Box 8952 PO Box 7882

Madison, W1 53708-8952 Madison, Wi 53708-7882
Representative Carol Kelso, Co-Chair Senator Gary George, Co-Chair
Joint Comumnittee on Audit Joint Committee on Audit

PO Box 8952 PO Box 7882

Madison, W1 53708-8952 Madison, WI 53708-7882

Mr. Donald Schneider
Mr. Charles Sanders

Members of the Legislature:

Section 25.17(14r) of the Statutes requires that the State of Wisconsin Investment Board (SWIB) submit
a report to the Joint Committee on Audit, Joint Committee on Finance and the Chief Clerks of each
House summarizing any change in the Board’s investment policies, upon adoption of the change.

On April 5, 2000 the Board approved modifications to the Investment Policy Guidelines relating to the
Wisconsin Certificate of Deposit program. ~Attached are the modified guidelines. Additions to the
previous guidelines are | and deletions are stricken.

Additionally, the investment puidelines pertaining to domestic equity portfolio management were
modified to remove references to the “Target Portfolio.” This internally managed portfolio was
terminated in December 1999 due to the resignation of the portfolic manager. The portfolio value, at
the time of it’s termination, was approximately $327 million, representing .5 % of the total Fixed Trust
Fund assets. Proceeds from this portfolio were allocated to existing internally managed domestic equity
portfolios.

Wisconsin Certificate of Deposit Guideline Changes

The Wisconsin Certificate of Deposit Program is contained within the State Investment Fund (SIF) and
is managed by the SIF Portfolio Manager. The Wisconsin CD program was designed to facilitate
community-based bank involvement by providing a competitive rate of return on funds invested in the
SIF. Any bank or thrift in the State of Wisconsin is eligible to participate in the Wisconsin CD
Program.

To make the Wisconsin CD Program more attractive and accessible, in 1997 SWIB teamed up with
Bankers” Bank to administer the program. At that time, the guidelines were revised to offer
participants more flexibility and additional maturity choices. As a result of those changes, SWIB’s total
CD purchases from Wisconsin banks and thrifts has, to date, seen a 350% increase and has added more
than 175 new banks and thrifts with facilities in 94% of Wisconsin counties.




To:enhance SWIB’s ability to make CD purchases and meet the growing interest of Wisconsin banks
and thrifts, on April 5, 2000, the Board voted to increase SWIB’s investment limit from $350 million to
$400 million.

The boost in the investment limit will allow SWIB to continue it’s efforts of participating in the local
community and will provide more CD options to Wisconsin banks and thrifts.

Please contact me if you have any questions about this report.

Patricia Lipton

Executive Director

S

o Members, Joint Committee on Audit
Mermbers, Joint Comumittee on Finance
Legislative Audit Bureau
Legislative Fiscal Bureau

2
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WISCONSIN CERTIFICATE OF DEPOSIT PROGRAM

Any bank or thrift in the State of Wisconsin is eligible to participate in the Wisconsin Certificate
of Deposit Program in the State Investment Fund within the following guidelines:

CRITERIA APPROVED FOR INVESTMENTS

Investments under the Wisconsin Certificate of Deposit Program will be managed by the SIF
Investment Director within the following guidelines:

I.

The bank/thrift qualities for "pass-through" insurance by being classified as "well
capitalized" by the FDIC or "adequately capitalized" with an FDIC waiver which states
the institution qualifies for "pass-through" insurance.

The total doliar amount invested by SWIB in the CD's of any individual bank/thrift shall
not exceed the lesser of $10,000,000 or three (3%) percent of reported assets of the
individual bank/thrift, providing that the total dollar amount invested by SWIB in any
individual holding company (when investing in the CD's of the bank/thrifts of the holding
company) shall not exceed $35 million, unless the total dollar amount of CD investment
in the program is less than $350 $400 million.

The total dollar amount (face value) of CD investment under the program shall not
exceed $350 $400 million.

The maturity limit for the program shall be not greater than 3 years.

- Make any other legal ihves'{ment that is specifically approved by the Board.

Note: The SIF Investment Director may use a third-party custodian to help administer and
oversee the execution of the program.

+ WEWIBTWOLPSYSRWPUNITLEGA Linvestment Guides\COProg_RE,_Apr(00.doc + 5/%/00 8:50 AM ~ SKC



State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILSON ST
PO BOX 7842 MADISON, Wi 53702
MADISON, W1 53767-7842 (808) 268-2381

June 135, 2000

Senator Brian Burke, Co-Chair Representative John Gard, Co-Chair
Joint Committee on Finance Joint Committee on Finance

P.O. Box 7882 P.0. Box 8952

Madison, W1 53707-7882 Madison, W1 53708-8952

Mr. George Lightbourn, Secretary

Department of Administration

101 East Wilson Street

P.O.Box 7864

Madison, WI 53707-7864

Dear Committee Co-Chairs and Secretary Lightboumn:

Section 25.187(2)(c)3.b. of the Statutes, as created by 1999 Wisconsin Act 9, provides that the
Investment Board annually submit a report to you on total assets under management as of April
30. On April 30, 2000, assets managed by SWIB totaled $71.1 billion.

Please let me know if you have any questions.

-“*Sinéérﬁi}}; :

Patrisia Lipton
Executive Director

cel Members, Joint Committee on Finance
Bob Lang, Legislative Fiscal Bureau

+ FRUSERJOHNSKWAWORDPROC Basis Poinz Budges Repotrsié-15-00Total assets. doc #5/22000 10:00 AM - KW



State of Wiséohsiﬁ_n Investment Board

- MAILING ADDRESS 121 EAST WILSON ST
PO-BOX 7842 : MADISON, Wi 53762
MADISON, Wi 53707-7842 {608) 268-2381

15 August 2000

Senator Brian Burke, Co-Chair Representative John Gard, Co-Chair
Joint Committee on Finance Joint Committee on Finance

P.O. Box 7882 P.O. Box 8952

Madison, W1 53707-7882 Madison, WI 53708-8952

Mr. George Lightbourn, Secretary
Department of Administration

101 East Wilson Street

P.O:Box 7864 .. -
Madzson WI 537@7»7864

Dear Cemmzttee C0~Cha1rs and’ Secretary nghtbourn

Attached is our quarteriy report of charges to ﬁmds managed by the Investment Board for expenses
incurred under ss. 25.18 (1)(a) and (m). This report includes payments made during the quarter ending
June 30, 2000.

Under ss. 25.18 (1)(a), the Board may employ special legal or investment counsel in any matter arising
out of the scope of our. investment authority. Under: 8. 25.18 (1)(m), the Board may employ
professionals, contractors or agents to evaluate or aperate any property in which the Board has an
... .interest, Expenses for. these servzces are charged to rhe current mcome of ther ﬁmd for whzch the_ -

_servmes wem furmshed s : S : : S

Because the report represents actual payments made during the quarter, significant fluctuations in
amounts reported for each vendor will occur from quarter to quarter. Specifically, due to timing
issues, this report contains approx;mately two quarters of real estate advisory fees. Differences such as
this make it d;fﬁcnlt to draw conciusmzls from quarter to-quarter comparasons of the data.

Section 25 17 {13m) of the Statutes pmvldes for this repcrt on a quarterly basis. Please contact me if
you have any questions or comments about this report.

Patricia Lipton
Executive Director

ce: Members, Joint Committee on Finance
Bob Lang, Legislative Fiscal Bureau
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Page 1

STATE OF WISCONSIN INVESTMENT BOARD

Dirgct Charges Under s8. 2518 (1) (a) or {m)
4/1/00 o 6/30/00

Custodial and Banking Fees

Bank of New York

Bankers Bank

Bosten Co. Institutional investor

Firstar

Total Custodial and Banking Fees

Leqgal Fees, Services and Expenses
Aif & Associates
Axiey Brynelson
Dg;__)_artment of Justice
Foiéy & Lardner .
Girard & Green LLP
Grant-& Eisenhofer PA
Jones, Day, Reavis & Pogue
Mallon & Johnson P.C.
McDermott Will & Emery
Michael Best & Friedrich
Quaries & Brady
Ruder, Ware & Michler
Soiheim, Billing & Grimker SC
Stafford Rosenbaum Attomeys
Total Legal Fees, Services and Expenses

Investment Counsel

AG Risk Management
Asmerican Stock Exchange
Btoomberg, LP
Bridgewater Associates
Capital Management Sciences
Conference Board, The
CP Risk Management
Dow Jones & Co

Factset Data Systems
First Caill

Garand Associates, Inc.
George Sarlow

Heidrick & Struggles, Inc
IDC Portfolio Mgmt, Inc.

Instinet

$48,657
$2.500
5841588
$2,683

$6,955
$60
$2,206
$314
$11,634
$2,832
$25,924
$934
518,694
$6,282
$833
§11,334
$6,180
§435

$9,250
$4,349
$91,569
$3,750
$28,440
$10,600
$1,645
$6,111
$46,878
$21,800
$16,000
$1,500
$2,493
$6,250
$780

$895,338

$95,017

Printad: 8/11/00 3:32:38 PM



STATE OF WISCONSIN INVESTMENT BOARD

Direct Charges Under ss, 2518 {1) {a) or (m)
4/1/00 to 6/30/00
KPMG Peat Marwick, LLP $4,031
Maria Fiorini Ramirez %975
Mclagan Partners $41,455
MOBEO $1,949
NASBAQ Stock Market $1,955
New York Stock Exchange §3,430
Options Price Reporting Authority $1,887
Reuters America Inc. 570,464
Russell/Mellon Anslytical Services : $1.250
Stone & McCarthy Research - $900
Strategic Envesirﬁént:S_ciuiions, inc. - . $57.500 '
Telerate o T ' $19,428 -
Thomson Trading Services $6,400
Toronto Stock.E_x_'chath A _. ' .,:$":’f_55
Trade Web ™ ' ' ' | $1.200
Wellesley Group, inc. $30,000
Wiishire $82,492
Total Investment Counsel $577,187
Real &state-Adviéo_rv Fees
AETNA PMSA Fund $97,407
_ ApolloAdvisars I1&LP oo ersposg

BristolGroup,Ine. . i gy
Foriress investment Corp $a22.222
Goldman Sachs & Co. $2,534,923
Heitman Céipifal M-ana:ge_meni Corp, $271,498
Hudsor Advisors (Lonestar Funds) | $689,060
Invesco Reétt& Advisors, Inc. _ $90,973
Joﬁes, Lang, Wootton Realty Advisors $62,289
Kensington Realty Advisors $90,046
Koli Bren Realty Advisors $208,323
Landmark Realty Advisors $457,593
Lazard Freres 3312 500
Lend Lease Real Estate investment $178,085
MIG Realty Advisors, Inc. $44,577
New England Mutual . $10,521
Northwestern Mutual Life $1,780
PM Realty Advisors, Inc. $38.770
PRICOA Trans European $169,989
Prudential (Senicr Housing) $24.473
Security Capital $1,227,811

Page 2 ’ Printed: 8/11/00 3:39:38 PM




STATE OF WISCONSIN INVESTMENT BOARD

Birect Charges Under ss. 25.18 (1) (@) or (m)
4/1/G0 to 8/30/00

Sentine! Realty Advisors Corp, 52,818

Waestbrook Real Estate $923,533

Whitehall Street Real Estate §75,430

WKBE Value Partners $528,258

Yarmouth Capital Pariners $289,393

Total Real Estate Advisory Fees $8,832,102

index Fund Fees

Barclays Global investors (a.k.a. Wells Fargo) $747 678

Total index Fund Fees $747,678
Total : $11,147,322

Page 3 Printad: 8/11/00 3:3%:38 PM
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State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILSON ST
POBOX 7842 MADISON, Wi 53702
MADISGN, Wi 53707-7842 {808) 266-23581

15 November 2000

Senator Brian Burke, Co-Chair Representative John Gard, Co-Chair
Joint Committee on Finance Joint Committee on Finance

P.O. Box 7882 P.O. Box 8952

Madason W1 53707-7882 Madison, WI 33708-8952

Mr. George Lightbourn, Secretary
Department of Administration

101 East Wilson Street

P.O. Bex’7864 R

: Madison WI 53707»7864

BN f:'Dear Commxttee Cf}-Chazrs and Sf:cretary nghtbourn

Attached is our quarteriy report of charges to funds managed by the Investment Board for expenses
incurred under ss. 25.18 (1)(a) and (m). This report includes payments made during the quarter ending
September 30, 2000.

Under ss. 25.18 (1)(a), the Board may employ special legal or investment counse! in any matter arising

out of the scope of our investment authority. Under ss. 25.18 (1}m), the Board may employ
_ pmfessmnais contractors or agents fo evaluate or operate any property in which the Board has an

SO interest. Expenses for- these-*serv;ces are charged to. the currcm 1ncome ef the fund: for whxch the

" 'services were furnished. -

Because the report represents actual payments made during the quarter, significant fluctuations in
amounts reported for each vendor will occur from gquarter to quarter. These differences make it
d1fﬁcult to draw conclusions fmm quarter—to quarter comparisons of the data.

Section 25.17 (13m) of the S{atutes provades fm‘ this report on a quarterly basm Please contact me if
you have any questions or comments about this Teport.

PatriciaiLipton
Executive Director

Sincere]

cc: Members, Joint Committee on Finance
Bob Lang, Legislative Fiscal Bureau
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Page 1

STATE OF WISCONSIN INVESTMENT BOARD

Direct Charges Under ss. 25.18 (1) (&) or (m)

Custodial and Banking Fees

Bank of New York
Bankers Bank
Boston Co. Institutional Investor

Firstar
Total Custodial and Banking Fees

Legal Fees, Services and Expenses

Al & Associates
Baker & Eatts

: Bryan Ca\re LLP
O Cex Casiie & Mcho!sors :

IDepartmeﬂt cf Justice

Jor_ies, Day, -Rﬁaw_s & Pdgue
Mailon &..-J'qhhs.;bn P.C.
McDermott Wil & Emery
Michael Best & Friedrich

Ruder, Ware & Michler

Solheim, Billing & Grimker SC
Staﬁﬁrd Resentﬁé@m Attomeys
Su!iwan Hill, Lewin, Rez & Engei

_'.:_.Wximer Cutler&Packersng S
. Total. Legai Fees, Serwces and Expenses _'

Investment Counsel
‘American Stock Exchange

Bluemberg, LF’ -

Bﬂdge 3nfarma§:on Services
Bndgewater Associates
Capital Management Sciences
Cost Effective Measurements
Dow Jones & Co

Elkins McSherry

Factset Data Systems

First Cail

Garland Associates, Inc.

HIC Portfolio Mgmt, Inc.
instinet

Institutional Sharehelders
Kenneth Purdy Consulting

TH/00 to Y/30/00

$50,038
$2,500
$343,660
$2,132

$2,398
$3.215

$6,503 .
$6,250

82,453
$13,241
$1,262
$154
$1,868
$2,047
$10,621
$378
$26,861

. $8aB4z

$3,262
$103.688
$3,119
$3,750
$14.220
$15,000
$6,111
$2,500
$31,252
$21,800
$1,014
$6,250
$780
$7,198
$12,452

$398,330

$161.283

Printed: 11/10/00 9:37:28 AM



. STATE OF WISCONSIN INVESTMENT BOARD
Dlrect Charges L}mier ss 25 18 (1) (a) or ()
TI1400 10.9/30/00 -

-'-.ﬁﬁéﬁaﬁcﬂni Ramirr—:é, ' S - . 5978
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 NASDAQStockMarkst $160
- New York Stock Exchange L L 85185
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i ._'_'SaiemenAnaMlcs Yi&id Book G : g R ."$25 anuf'_'* '.
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: .Thcmson T!ad;r%g Services .- L - 55753
Toronio Sioci; Exchange . o -$945
TradeWeb - _ ST © $1,800
'Unsglobe Keystcme Travel L _ RS A $505°
Wilshire Bl LA S  saaes o
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Apense Real Estate Mgmtiv . $156,250
Snsto Group, lnc o -$12?_,-196'
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Jones ém 'Wmttan Reatyi\dvtsors - e . FRTEN L $54276 i
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MIG Reafty Aciw&;ors Ine. 31 5,'?62
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Total $1,825,183
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State of Wisconsin Investment Board

MAILING ADDRESS 121 EAST WILSON 8T
PO BOX 7842 MADISON, W1 53702
MADISON, W1 53707-7842 (608) 266-2381

FAX: {608) 266-2436

December 20, 2000

Representative John Gard, Co-Chair Senator Brian Burke, Co-Chair
Joint Committee on Fmance Joint Committee on Finance
PO Box 8952 PO Box 7882

Madison, WI 33708-8952 Madison, WI 33707-7882
Representative Carol Kelso, Co-Chair Senator Gary George, Co-Chair
Joint Committee on Audit Joint Committee on Audit

PO Box 8952 : PO Box 7882

Madison, WI 53708-8952 Madison, W1 53707-7882

Mr. Donald Schneider, Senate Chief Clerk
Mpr. Charles Sanders, Assembly Chief Clerk

Members of the Legislature;

Annually under s. 25.17(14g) of the Statutes, the Investment Board submits a report to the Legislature on
investment goals and long-term strategies. 1am writing to let you know of our plan to submit this year's

repott in early February, as we did last year. Aithough this will be after f:he Dec:ember 31 (iue date, it wﬂl -

e;nabie us to prov;de a more compietc and mformatwe report o you

Additional review of the investment strategy for the Wisconsin Retirement System trust funds will take
place at the meeting of our Board of Trustees on January 11. We believe that it will be helpful to reflect
the outcome of that discussion in our report to you.

Our report will also include the performance assessment required under s. 25.17(14m). As we did last
year, we plan to combine the two reports to make it easier to understand the relationship between our
strategies and our investment results.

Please feel free to contact me if you have any questions or concerns.

Sincérely,

Patricig Lipton
Executive Director

cc: Janice Mueller, Legislative Audit Bureau
Robert Lang, Legislative Fiscal Bureau
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