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FOREWORD The policy, management, and operations of state government require 
the application of constantly updated approaches to address changing 
needs and priorities. This necessity for self-renewal implies innovations 
in the institutions of state government, in their structure, policies, pro­
cedures, and personrel. 

Many innovations have occurred in recent years in a number of fields 
at the state level. However, too little is known about some sp<•:ific state 
activities because of the variety of laboratories in which they occur. 
Th'e innovation process is further complicated by the fact that state 
government officials rarely have the time or opportunity to share such 
knowledge which may be applicable in other States. Under day-to-day 
pressures and constraints, professional administracors and technical ex­
perts lack the time to write up or share new approaches that they have 
developed. 

The Council o" .State Governments, which has been pro•i1ding a fo­
rum for such .in exchange for many years, has recently expanded its 
eff'> rts in tl•;s area. The State of Wisconsin Investment Board is one of a 
series of six innovations being studied by the Cr~tncil under a grant 
from the National Science Foundation. Besides this p1ogmm 1 the others 
se lected for evaluation during th is lirsl year include pension fund con­
so Iida tion, statewide property tax assessments, a state energy manage­
ment commission, controlling health costs, and a railroad brunch line 
rehabilit:i tion progrnm. Reports un.: available on the Inlier four pro­
grams. 

The state progmms studied were selected by a national advisory pan­
el composed of state legislators and officials. The Council b gr..1teful to 
these individuals fo r their assistance: Senator Anthony A. Derezinski, 
Michigan;sSenutor John l'at Fanning, West Virginia; Senator Lnrry Fas­
bender, Montana; Representative Vern Katz, Oregon; Waller Kicinski, 
Deputy Secretary to the Governor, New York ; Jeffrey Laurenti, Execu­
tive Assistant, New Jersey Senate; Attorney General V. frank Mendi­
cino, Wyoming; Senator Mike O'Connor, South Dakota; Representative 
Cornelius O'Leary, Connecticut; Dr. Tibor Payzs, Special Assistant to 
the Governor, Kentucky; Joseph V. Stewart, Deputy Director, Depart­
ment of Finance and Adminislration, Arkansas; Daniel W. Varin, Chief, 
Statewide Planning Programs, Rhode Island ; William W. Wilkins, Budget 
Director, Ohio. 

This report on Wisconsin's Investment Board was prepared by Dick 
Hownrd, Director of the Council 's lnnovnlions Project, and James E. 
Jarrett, Research Associu tc. 

Lexington, Ken tucky 
August 1976 
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Brevard Crihficld 
Executl1•a DlrcclOr 
Tile Cn1111cll of State Go11en1111c11ts 



PREFACE Inflation, opposition to higher taxes, and taxpayer disenchantment 
with government generally, are having a serious impact on government 
financing at all levels. A recent National Association of State Budget 
Officers' survey showed States' general fund expendjtures in fiscal years 
1975 and 1976 increased a~ a faster rate than did general fund revenues. 
Sur(uses built up in previous years have been rapidly depleted. In th~ 
aggregate for the 43 States that responded to the budget officers' sur­
vey, general fund balances declined from 8 percent of expenditur~s in 
1974 to an estimated 0.3 percent in fiscal year 1976. 

The problem is further exacerbated for States by federal funding 
reductions in some functional areas and federal program requirements 
for additional state dollars in other areas. All of these factors are be­
yond control of state government officials. 

In a word, state managers should be, and are looking for additional 
sources of revenue. One obvious source of significant amounts of rev­
enue is to put state dollars to work, and more and more States are 
taking advantage of investment opportunities. ~ps no State ha._s a 

ore com letely develo ed investment program than Wiscon · hich 
s ee un s or e 
This monograph is the fifth in the Council of State Governments' 

current series o f reports on innovative state government programs. It 
probably comes the closest to describing a "model" program. One rca­
S.Qn is that the State of Wisconsin Investment Beam has heEI .25 ~lo 
evolve. 
-We are grateful to the many individuals in Wisconsin, especially those 
associated with the investment board, who were so generous with their 
time in helping us to understand the agency's activities and responsibil­
ities. In addit ion to ench of the investment directors, we especially want 
to thank George W. Crownhart, General Counsel for the board and at 
the time of our visit acting executive director; Gerald T. Mahaffey, 
Administrator, and Tom Landgraf, Director of State Budget Opera­
tions. 

Several individuals reviewed earlier dmfts and made useful com­
ments: LeRoy Dockter, Audit Director, Wisconsin . Legislative Au 'it 
Bureau ; Peter J. Nelson, Assi~tant State Treasurer, Wisconsin; George h. 

Bell, Executive Director, National Association of Stale Budget Officers; 
and Carl Vorlandcr, Exi:cutive Director, National Association fo r State 
[~formation System~ 

Further informat1on can be obtained from officials of the Wisconsin 
Investment Board (telephone. 608/266-2384) or the authors of this 
report , telephone 606/252-229 1 ). 

-----------------DD~ic~k Howard 
James J urret t 

August 1976 
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EXECUTIVE SUMMARY 
• The State of Wisconsin Investment Board invests the retirement funds of 

the major government employee units in Wisconsin: Milwaukee teachers, 
state employees, and Wisconsin teachers. 

• The investment board invests idle cash from 34 different state accounts, 
earning $56 million on these pooled accounts last year. 

• The investment board invests the State's check float, working with the 
state treasurer and the Department of Administration to ascertain the 
State's revenue and withdrawals each day. 

• ThL Wisconsin board also has authority to invest the surplus funds of 
loca l governments that may deposit such funds with the treasurer. 

• The Wisconsin investment program is facilitated by: 

~for all deposits and withdrawals of state funds. 
( o state money ts deposited or invested in other state banks.) 

- A compute rized statewide accounting and reporting system that allows 
quick and accura te cash flow estimates by the Department of Adm inis­
t ration and sta te treasurer. 

- Use of a custodian bank in New York City that eliminates handling o f 
securities by Wisconsin o fficials and pennits immediate transfers. 

- Gr · · he LY )es of investmen · · · be ) ·­
.c lrnsr cJ tb"-&-pernritt+ng the nexib1 1ty needed to maximize investment 
return. 

• Almost all aspects o f the Wisconsin investment program have been spe­
cifica lly authorized by Wisconsin law. 

HOW EVER, other Sta les should consider that a11 i11 11estment program 
similar to J~ 1 1sco11si11 :~ : 

• Would reduce the contro l to p elected officials have over the use of 
surplus state funds: 

• w ,, 11ld h 1! opposed by banks which would no longer se rve as depositories 
of public monies, including some local funds in the case of the Wisconsin 
local government investment pool; 

• Would be more difficult to implement if centralized , computerized ac­
counting procedures were not in use; 

• Would be almost impossible to implement it the number o f bank ac­
counts cannot be kept to a minimum, preferably one or two; 

• Would be opposed by agencies which are now managing the nssc ts of 
re tirement runds. 

ix 



I. 
INTRODUCTION 

~ '~ f tnrt> .-ft-v.L p-~ 
\AA v-:>~~ ~~ 
~ ,....3 

The State of Wisconsin Investment Board manages assets of nectrly 
,p...75 bjl!jan (6-30-75) which earn about $175 million (based on a 
reported rate of return of 6. 7 percent). Annual gross purchases and 
sales in fiscal year 1975 approxim.:ited $12.75 billion. In addition to the 
millions of dollars earned from investing the assets of several retirement 
funds, the Wisconsin Investment Board earns millions of doUars by 
investing idle cash balances of 34 pooled accounts, including the general 
fund. In 1975 the average d!lily balance iu-the..s.ta!_e investment fund 
.was $614 million. The return on these particular investments exceeded 
$54 million-$28 million for the state general fund and about $26.5 ........ 
mill io::':n'"-""~,,_,i t":'"ed~to~t!!he~o.;:_lh:.::e:::.r..!p:;o~o:.;.,le::d:..::ac:c:.::o:.::u:.::n:.::ts::·=-='*~ 

By way of comparison, m1 ion is more than the combined 
amount appropria te<! from the general fund to the following Wisconsin 
agencies: Banking ($3.5 million), Insurance ($9.1 million), Regulation 
and Licensing ($4.9 million), Local Affairs and Development ($5.2 mil­
lion), and the Executive Offices ($3.4 million). 

Not only does state law authorize the investment of almost 
funds · enablin le station recently aufhonzecrr11e ate of Wisconsin 

Jnvestment Board to mve on w 11c l e easurer 1as 
written a check. but which from experience t e treasurer knows w1fi 
n all be aid out the bank for several days. nrothe1 w01dS, 

isconsm mves " · a manner similar to arge corporations. 
In Wisconsin, the check float averages abou . m11l1on per day. If the 
present 7.44 percent rate of return on short-term investments prevails, 
the check float would return $264,000 to the Stale- a sum •!qua! lo 
about 45 percent of the investment board's budget. 

~incc March 1976. the State, through the treasurer and itwestment 
board, has be un inv · ·· · mer-
ous c1 1es are participating in the program. One city reports earnings o 
$62,000 on a one-month investment of $9.7 million. 

There are almost no major •overnmentnl retirement fum.ls in Wis-
co 'in whose assets are not m· ia ed b the investment boorrl 11· .also is 
w1 · mt there are almost no idle ca!>:t balances of sta te 
agencies. The budget of the board was $576,000 in fiscal year 1975 
including salaries and benefits of 28 employees, travel, the cost of 
investment services and outside investment counseling, and various 
other items associated with housing and supporting the staff. The 
$576,500 budget means that the direct administrative expenses of man­
aging $2.75 billion in assets was a very low .02 percent. This ratio 
compares favorab ly with .2 to .4 percent commonly found in private 
financial inslitutions.2 

The investment program in Wisconsin is facililuted by state laws 
that require centralized disbursements and ccntr.i lizccl receipts. All 
checks arc signed by the stale treasurer in one form or another~ 
agencies must deposit receipts at least weekly and, · 1e 
a se prevni case o s 

nother important facilitator is electronic data processing which is 
used throughout the accounting and reporting process. 

'J::be "stale working hank" also plays an importunt role in the invest­
ment program. This bank, selected al about six-year intervals, is the 
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only depository for state money and it provides a va · of services 
mc u mg ock oxes, telegraphic mone rans ers, messenger deliveries, 
credit for after hours deposits, daily reports on the collected cash bal­
ances, and other specified services. Use of the working bank precludes 
the existence of idle cash balances' in a number of depositories ana 
permits ra id a · of the ' os1bon. -
Thus, all public money is working continuously. 

Within its various portfolios, the investment board invests in stocks, 
corporate bonds, short-term and long-term obligations of the U.S. gov­
ernment and government agencies, repurchase agreements, real estate 
mortgages, commercial paper, and private placements. Bankers may 
lobby against reductions or elimination of state and municipal demand 
deposits and some legislators may occasionally insist that Wisconsin 
companies should get preferential treatment in the board's investments, 
but in the fi I sis the direct measurable economic benefits o 
sound investment program have prevailed. · le mcome om interest 
and capital gains has been suhstgntjal. Furthermore, the resUlfs compare 
very favorably with similar programs in the private sector, both from 
the standpoint of rate of return and costs lo administer the program. 

In the following section, the organization, administrative proced­
ure~, legal authority, and investment policies of the board are described. 
Additionally, there are separate sections devoted to the municipal in­
vestment pool and the Wisconsin state working bank. 

• r-ootnotcs for this report 11ppcu on pngos 24-2S. 
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II. 

INVESTMENT 
BOARD 

ESPONSIBILITIES 

The statutes assign extremely broad investment responsibilities to 
the board and also give it responsibility for the selection of the stale 
working bank. Section 25. I 7 (I) (a) through (zm) enumerate the fund s 
over which thr. board shall "have exclusive control of the investment 
and colle~n of the principal and interest of all monies loaned 0 1 

invested ." he only public money not invested by thr investment board 
is under the control of the Board...2.[ Commissioners of Public Lands and 
the University Board of Regents. J 

r 

Retirement Funds 
The major investment program involves the management of the 

assets of the State and Municipal Employees' Retiremerit Fund, the 
Milwaukee Teachers' Relirement Fund , and the Wisconsin Teachers' 
Retirement Fund. On January I, 1975. these three large retirement 
funds were merged for investment purposes into two categories- a fixed 
fund and a variable fund. The fund with the fixed retirement benefits 
has a broad mix of investments that include bonds, stocks, mortgages. 
and real estate holdings. By contrast, the variable fund is restricted lo 
equities. primarily common stocks. Finally, the board invests the assets 
of three smaller fund s, 1'1c Sta te Life Fund, the insurance Fund , and 
the Historical Society Trust Fund. Investment of these funds is 
accounted for separately. 

Stale Jnvcslmcnt fu1i'd 
Another importan t iml!slml!nt activity pcrt~ins to lhl! State of Wis­

consin Investment Board's exclusive jurisdiction over and mnnagcmcnt 
of the State l1:vcst1 ·und. This fund c 1 ··s · · 
~oled ron_!_ 4 individual state accountst such as the general f'und, I~ 
.conservation fund the stall· properly insurance fimd . a11d thl' hiµhway 
• f'1111cl BccwSt' of' the need Car Ocxjhjlity. the emphasis is on shor1-1ern1 
invcs tml!nts repurchase :igrccmcnb {usuall y 11 short-term i11vcstmc111 
wilh u bank whic.:h is sccurl'd Ly U.S. Treasury hills). reverse rcpun..: ha:-c 
agreements, commercia l paper, certifica tes o f deposit, bomb anti notes 
of U.S. government agencies, :rncl U.S. Treasury notes and bills. Al 0111! 

point in November I 975, the State lnvt',tmcnt Fund totaled S830 mil· 
lion. The :ivcr.1gc daily balance invested was $6 14 million. The high 
short-term in terest rate.; of r:y 1'>75 permitted n·turns of 8.81) pern:nt 
or S5·i million. 

Local Government Investment Funds · 

Rl!ccntly :1 lhird i11vcstnl\·111 pool has hl.!1! 11 a11thoriz1·<1 and rcspon ~i­
hility for it s 111 :11rngcmc11 t giH·n lo tilt' Stall' of' Wisconsin l l1\1l' ~ l111 c 111 
Board . Thi 'i fond consists of' 1110111!y due lornl ~o vcrn111c 11l !-. lhro11gh ta x 
shurin l!. hut left with th i: :-11111.! trca:-urcr for :-11h!icq~11· 111 ho:;rd invi:::t· 
mcnt ll !-.lliJ II ~I shurt · ICl'lll . Sec Sell iull Iv i.) r l his re pur l for 11 dcsl'rip· 
tion or I his newest aspec t 111 the 11111ov:itiVl' Wbconsin investment prn· 
gram. 
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Investing the Float 

In recent year:,, another important source of investment income to 
the State has been the short-term investment of "float," that is the 
difference between the cash on the treasurer's books and the collected 
cash baiance on the working bank's books. 

Investing the check float allows cher.king account balances lo earn 
additional money while outstanding checks are undeposited or are in 
the process of clearing. Prior to a legislative enactment in J 974, the 
State of Wisconsin was barred from investing the check float. The attor­
ney general had ruled that all funds disbursed b check 
a ab eon 1 · in has an avera c d ii 

check float of $3.5 mi!ljon aver and 3have the balance required fpr 
services the stakes of investin the excess float arc of conside 
~conom1c importance ,Jhe procedure for investing t 1e oat can be 
illustrated by an example of state employees' payroll c~ ~cks. If payrolJ 
checks are disbursed on Thursday, it is known from past experience 
that about 4 percent of the checks will clear the state working bank on 
the next day; an 11dditional 28 percent will clear on Monday; 40 perce11t 
will clear on Tuesday, and the remaining checks will trickle in later. 
Therefore, abou t 68 percent of all payroll funds can be placed in short­
term investments by the investment board for four days (Thursday to 
Tuesday). The state treasurer's office, after receiving the state working 
bank's daily report and computing the check noat each day, will in­
clude these funds in the amount available for •horHcrm investments 
and trunsmit this informat ion to the investment l>oard's short-term divi­
sion. 

There js no da ni:cr of ovcrdrn ow iA . ..tbe normn I St> oSt"' bccuusc th~ 
State maintains approximate! $ I 0 million as compens:itin at 

' t e or t tc compensating a ance goes below the mini-
mum requirement, a c\.a rgc is carried forward the next month ugainsl 
the State's account. 

P.cvenucs gen em tcd l>y investing a State's check flout will vary 
depending on the avernge daily Oout and short-term interest rate s. Jn 
Wisconsin, with an average daily Oont of $'..l.5 million, the annual in­
come gcnemted would be as follows based on various short-term inte r­
est mies (income computed on 360-d:iy busis):4 

5 percent $ I 77 ,000 
6 percent $2 12,000 
7 percent $245,000 
8 percent $283,000 
9 percen t SJ I <J,000 

I 0 percent S354,000 
The most recent return on the State Investment Fund was 7.44 percent 
which, ii' main tu me or t 1e re , r111g t te tu te 
~early $264 00 •ar. As one Wiscon. in o 1crn no te , ...J.1-~~-

"S'i5'Ccl 0 le V a l ic tlf l° ' > in check no at the 
00 

1 k rn: kcs mone on it or the Siu tr o • 
Wiscol\sin docs. ''S .. 
State Working Dunk 

One other impor1 a11 I. l>ut noninvcstmi.:nt-rclutcd, fu111.:l1on :1ssigned 
by the teglsluturc to the l>onrd is lhc designation of the state workiog 
bunk. This bank is the dcpo!iitory for all of the Stu tc's fund s. With few 
exceptions, ii provides the Stnlc with all its bunking services. Sec Sec· 
lion Vof this report for u description c, the ~ lute workin1:1 bunk. 
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Development of the Wisconsin Investment Program 

.._The 28-oerson staff. the five investment divisi0ns, and the several 
investment pools managed by the investment board are the present 
characteristics of an ongoing investment process that can be traced to 
1911 and the 1~reation of the State Annuity Board. Actually the board 
superseded the Annuity and Investment Board which by 1947 already 
exercised centralized control of investments, having responsibility for 
both idle operating fonds and retirement trust funds. 

At the outset, the Board of Trustees consisted of seven persons 
including the Governor, who was chairman. The staff numbered three. 
The investment boarJ had the authority , even ~!~::11, to invest in real 

, estate, mortages, common stocks, preferred stocks, and U.S. govern­
ment securities. 

Over the years, many changes have brought additional retirement 
and operating funds under the jurisdiction of the investment board, 
streamlined the administrative procedures, expanded the types of in­
vestment instruments available to the investment board and reduced the 
day-to-day role of the trustees vis-a-vis the staff. As the changes oc­
curred and the assets under management increased, the size of the staff 
also increased although less rapidly . 

ln 1957 the State lnvcstment Fund was created by the Legislature 
when it consolidated I 9 different operating and temporary reserve 
funds into one. The Legislature also crea ted the fixed annuity and 
variable annuity fund s forc:1ch o f lhe retirement trusts as a response to 
in nation. 

By 1958, the third of the 111:tjor retirement funds, the Milwaukee 
Teachers, placed its asse ts under the board's control. 

The actual physical slo mge ind handling of se-.;urities by lhe slate 
treasurer's offh.:e ended in I <)70 when the Legisl:ilure auLhorized the 
board lo maintain an account a: a non-Wisconsln bank. In that yeur, a 
cuslodinn account was opened at a New York City bank for equities 
and a couple of years later an account for bonds was established al the 
s:irnc bank. 

In lhc past lhrcc years, lhc trustees have prcparcrl a policy 1111111uul 
delegating considcmble authori ty to the slaff;6 the Slate hns begun 
investing il s cash float ; lhc local government investment fu nd also has 
come into being; investment in longer term U.S. government oblign tionl> 
and unsecured notes of corporations including ccrtilicatcs of deposit 
has been authorized along will/reverse repurchase agreemcnqJin a gen­
eral effort to allow grcntc r enrr;'h•A power amt flex ibility in shorl-lcrm 
invcstmcnl!'I. The tht'cc major retirc111e11I runt.ls have hecn merged ror 
investment purposes greatly reducing the accounting work and ena Jlini; 
the fi xed portfolio 10 he improved hy nmortizing gains a ill losses c vcr a 
period of slightly more than 14 ycurs (!lee page 00). 

The Polit ks of Investing Stu le Fumli; 

The i11vcsl111cnt bo:ml is apolit ica l und most observers agree that 
polilil'll l pressun·s arc 111 in1111al. llowcver, with this much money, there 
:ire alwnys interest groups endeavoring to ha ve the fund s bcncnt them 
or 'heir causes. \vo grou ls I ; vc i ">Orro •d" 11 substunt j11 l 

· >n of the Genera · lmd_pru.Llon-o-1'.- th · i;&.:Jh~ invt•sLruL!JlLp..oQ},; ( I ) 
~lr.....J~L.1..U.-UJ~.....u.IJ.\ll~:u.i.i-'.Ml.lu.u.;.'...u I t h • • r. ''l 11'' st of 1 lw Dt: po rt nw n l o ( 
Veterans Affa irs up lo $16.S 111jllitw for thc pumnsc of housjni: loans 

Jll yctcru.us, umJ C..l 1mon lhc request of the hichcr cducntionul aills 
bonrd 11 r11m11latiw 101 111 of 1101 lllO[l' than . 55 million for loani. to -
needy students.? -... 
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Not surprisingly, some underlying pressure is reflected in some legis­
lators' views-to increase the percentage of brokerage business done 
with Wisconsin broken: and to give preferential treatment to Wisconsin 
companies when makirg loans and investments. In addition to the pres­
sures for geographic prc! ferences, there are from time to time pressures 
to give preferential treatment to minority businesses, and to avoid in­
vestments in companies engaged in "socially undesirable activities." 

The independ" · ' 11ature of the board rein forces the individual mem-
ber's mchnatlot t11 the role a 1 tee not to ursue social goals · in 
investment oli · he e islature has not man t at 
goals should be an investment consideration. Another factor mjtjgatjng 
against social issue criteria is the inabilit to agree u on and measure 
'social bc·::::TIT'S'Versus e c ear y measurable r · cf eci-
...fil2.n.~ .. An" . percent return is an 8.26 percent return and it ts betiei'" 
than a 7 .26 percent return. 

Although investment directors do not in fact givt: weight to soi.:ial 
criteria the Roard of Trustees cannot and does not take a "public be 
damned" attitude. It is aware that it operates in a political environ­
ment.B 

4 



III. 
ORGANIZATION 

OF THE 
INVESTMENT 

BOARD 

The State of Wisconsin Investment Board consists of seven mem­
bers, six of whom are a ointed b the Governor ered six-yrar 
terms. The seventh trustee js the secretary of the Department o -
mrn'iStrat ion or the secretary's designee Four "public" members must 
nave at least I 0 years of experience jn financjal matters (Wisconsin 
Statutes 15.79[2]), and the other gubernatorial appointees are nomi­
nated~; tl~Wjsconsin Te:icheri' Rgti;e~eAt aAd tbe St-ite Fmpla)lees 
f{!}tirem at Fund. respectjvel)l The tr11stees generally meet fo r two 
days a mo ntb, . -
Staffing 

Actual investments- purchases and sales-are made by the staff act­
ing un er enera o 1c u1 e mes set out tie seven-mem 'e d 
o · rustees. he staff is headed by an executive director who serves at 

the pleasure of the trustees. The staffpresently numbers 28, and one 
more position has been authorized for the 1976-77 fiscal year. 

Reporting to the executive director are five investment directors, 
each of whom is responsible for a three- orTour-person division. The 
investment ircclors arc appointed b the executive directo1 with par­
ticipation of the trnsices. 1e mveslml!nt director positions are part of 
the Wisconsin Stale Civil Service System and incumbents, after a proba­
tionary period, can only be terminated for cause. (Poor perfonnancc 
ca n be cause and investment director~. have been terminated on that 
basis.) In addition to the investment directors, there is an administrative 
officer who is in charge of office openi tions such as personnel, account­
ing, secre tarial , and clerical services. 

The t1cture of the organiza tion is in the process of changing. A 
research division is being created whi<.:h will consist of a research direc­
tor and four analysts. Previously, there were two research analysts and 
they reported to the investment director for stocks. Under the new 
arrangement, they will continue lo anJlyzc industry groups, but as the 
change suggests, will provide suppor services lo all five investment 
directors. 

Despite 1 lte existence of' t hcsc re ·carch specialists, the board pri­
marily relics on New York and selected regional investment bank ing 
firms fo r firsthand research of'particul:tr companies. 

Salary r.rngcs fo r lop posil ions arc shown below. While it i3 gener­
ally :lbrrccd that sa laries for comparal•le posit ions in the private sector 
arc higher, the investment board is ab c to fill it s positions with compe­
ten t individuals. 

Position 

Excl'utivc Oircclo1 
Investment Oircctors 
Rcscurch Director 
Sl!n ior Re sea rel / na lyst 
Junior Resl:arch A 11:1 lyst 
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Salary Range 
$3 1,068 - $43,500 
$28,S 12 - $39,91 2 
$17,0 16- $23,820 
$14 .3 16 - $20,040 
$ I 0,3(18 - s 13,896 



The day-to-day invf!stment decisions arc made by the investment 
directors with the concurrence of the executive director.IO Quarteriy, 
the investment director:; and the executive director meet to determine 
how the estimated mvenues will be allocated among the divi­
sions: stocks, private placements, corporate bonds, short-term, and 
mortgages and real esta~e. Allocation depends on their coUective judg­
ment of market and investment opportunities in forthcoming months. 
Their views are also considered by the Board of Trustees, who retain 
the services of outside financial advisors. 

Some funds such as those earmarked for the variable long-term 
investment fund, for example, all go to the investment director for 
common stocks. He decides on the timing and brokers for his purchases 
and sales, as do other investment directors for the funds allocated to 
them during the quarter. 

Long-term investments for the fixed fund are genera lly invested by 
the .Bonds, Private Placements, and Mortgages di\risions. The short-term 
investment division is responsible for investing the 34-fund pooled ac­
count, the "float" funds, and the new local government investment 
funds. 

Table I shows the diversified types of investments managed by the 
State of Wisconsin Investment Board . 

Table 1 

State of Wisconsin Investment Board 
Assets Under M:magement 

(June 30, 1975) 

Public Donds 
Bonds, Private Placements 
Stocks 
Mortgages 
Ren t Estate 
Short-Term 

U.S. Treasury Notes & Bills 
Government Agencies 
Commercial Paper 
Repurchase Agreements 

$829,000,000 
322.000,000 
876,594,000 
174,5 I 3,000 
26,283,000 

488, 190,000 
40,100,000 
86,670,000 

J 05 ,945,000 
255,475,000 

Sourc:c: Stntc or Wisconsin Investment Board, A1111ual Rrpdrt Ycur EncJing 6-30-75 

Investment Divi'iion- Bonds 

Bonds arc -. major part of the fixed fund portion of the lcmg-lcrm 
investment portfolio. During FY 1975, the Wisconsin board invested 
$90.7 million in publicly issued bonds and $45 .2 million in private 
issues. All bonds account for apprnximately one-half of the long-term 
assets mun.tgcd by the board , $1 ,150,955,949 or 51.8 percent on June 
30, 1975. The public bonds portion was $829 million. Interest income 
on public bonds was $36 million for the fiscal year. 

Investment in corpora te and government bonds is not unique ~o 
Wisconsin. In Wisconsin , specific authority to invest the fi y r•d retire· 
mcnt investment trust, the state life fund , and the veterans trust fund is 
contained in Section 25. 17 (3) (a) of the Wisconsin code. Stutulory 
limitat ions on such invest men ls arc spelled out in Section 206.34 of the 
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Wisconsin statutes of 1969. Regarding the bonds of industrial corpora­
tions the investment board may not invest more than 2 percent of its 
assets in any one company nor may it invest in a company that has 
defaulted in the payment of principal or interest on i~s indebtedness 
within the past five years. 

In addition, under the policies established by the Board of Trustees, 
all bonds purchased must be rated by two approved rating organiza­
tiJns. With regard to AAA bonds. no mortLthan 2 percent of the fixed 
funds assets may be mvesfed in any one issue: for AA or A the limita­
tion is 1 percent and for Bbb or Baa, up to .25 percent. Baa and lower 
rated credits are reviewed annually. 

Excluding portfolio improvement tramiactions (discussed below) an 
average of two issue.s of bonds is purchased each month. There is no 
policy that places emphasis on the credit issues of Wisconsin companies. 
However, it is the practice of the Bonds Investment Director to try to 
give Wisconsin bond dealers 50 percent of the "new issues" business 
where possible. To give Wisconsin deal~rs most of the bond business 
would preclude the division from receiving the research of New York 
based brokerage firms. The bond portfolio is now computerized by a 
brokerage house and each month a printout of the bond portfolio is 
sent to the investment board. 

Transaction Amortization Account 

The 1975 merger for investment purposes o f the three major retire­
ment funds facilitated another important change in investment pro­
cedures, particularly in the purcha ;e and sale of bonds and stocks. ll 
enabled the board to create a " transaction amortization account" 
whereby profits or lo~ .!S from lhe sale o f assets are spread over a 
14-year period. Traditionully , most agencies investing public fund s have 
applied profits or losses resulting from the sa le of assets to the earnings 
of the year in which the sale occurred. On'! result was a certain inncxi­
bility in portfolios since most portfolio managers were reluctant to sell 
assets resulting in large "book" losses that would be clunged to the 
current yenr's investment income. 

By merging the three retirement fund investments, it was no longer 
necessary to maintain records on each seri es o f assets held in the port­
folio. All gains or losses could be debited or credited to one account. 
The next step was to amortize all pro fit s and losses at the rate of 7 
percent annually, or slightly more than 14 years for the fixed retire­
ment fund . 

Among advantages reported arc: (I) savings in work load, time and 
dollar costs by no longer amortizi11g each security, (2) a smoother, 
more rrprcscntativc and equitable annua l income, and (3) greater flexi­
bility in bonJ portfo lio management. In fact, the Wisconsiu board re­
port s tha t in the first six months ofter the new account ing procedures 
were instituted, 24 scpamtc "port folio improvement transactions" 
changed the average annual yield on these investments from 7.633 pl:r­
cent to 9.007 percent. The book loss was $4 million, $33.4 million par 
value sold and reinvested in bonds having a $29 .4 million par valuc. ll 
Investment Division- Stocks 

Common stocks com pr be :ti most J 00 percent of the "variable 
fund' ' and n substantial part of the "fixed fun·d." In FY 1975, for 
exumple, 28 percent of the board's fixed fund cash was in csteu in 
common stocks. During the fiscul year, common stock purchases to· 
taled $152 million, and 101111 sa les wcre $102 million.1 2 As of June 30, 
1975, stocks accounted for 39.5 percent of the S1utc of Wisconsin 
Investment Board's long-term ~1s.'iCts (variable and fixed funds) and were 
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valued at $37 6.6 million. In the fiscaJ year, the market value of the 
stocks in the fixed fund rose 20.8 percent and variable fund, 25.3 
percent compared with a 16.1 percent of the S&P 500 Index-the most 
commonly used measure for evaluating performance of the Stock Divi­
sion. 

Stock transactions are made daily and net purchases average rough­
ly $30 million a month. Commissions approximate $1 million annually 
in return for which the Wisconsin Invr.stment Board receives consider­
able research. 

Wisconsin's law [Chapter 25 .17 (3) (a)] specifically provides that 
funds in the fixed category from the three major retirement programs 
may be invested in accordance with 1969 statutory provisions [Chapter 
206.34]. The statute states that purchases of stocks can only be made 
from companies whose earnings meet certain specified ~ri teria; no more 
than 1 percent of the investing agency's assets may be invested in the 
common stock of one company; nor may the equity position exceed 15 
percent of the company's assets. 

The Board of Trustees has delegated to the staff (Investment Direc­
tor- Stocks) authority to purchase or sell stocks. However, stock pur­
chases must be from the trustee-approved list of 206 companies. The 
investment director must also adhere to the trustees' policy limiting 
stock portfolio assets in any single industry to 15 percent, and no more 
than 30 percent may be invested in any one of the fo llowing broad 
categories: basic indu:.try, consumer, technology, government regu lat­
ed, and financiaI.13 

The investmcnl director reports that these constraints cause no par­
ticular problems arid that the stock portfolio includes ownership in 120 
companies.14 A major criterion of the investment director is that an $8 
to $ I 0 millio1 equity position will be possible in any company whose 
stock they might purchase. Because these stock investments usually do 
not go directly lo companies, there is no pressure to buy the stocks of 
Wiscvnsin companies. 

Investment Division- Private Placements 

Presently , $400 mill ion (all from the retirement fund s) is invested 
in private placements. According to the director of the division, ~ 
major reason !'or inclusion a r priv·1 te phwemcnts in the portfolio js tQ 
realize an above average return on javrstmcnts, l hrou~h assumplion of 
somewhat above avera e ris · urkctabi li-

JL_. 
TJlc division currently tws 011tstnmlinu loans to 300 compunics.. 
ss · · Justries: railroad, o il, savings and lonn, foundr , 

retail chain. utjlity, and vi · · · 1 • 111 com James. oans arc 
not restricted to isconsin· the ma 'orit of >rivate JI, cements arc in 

'other States and Canada~ .... 
Ci:ilcrio Car u private placement investment G1c rather stricl. The 

two most important ratios analyzed ::ire that Lo.ng-lcrm debt wjll .nal 
exceed 40 percent of totul cap:lalizn tio;1 und that the sum of pretax 
barnmgs amt hxed charges will be .hrce limes the fixed charges f'or the 
lasl two years (u 3 x fixed charge coverngc ratio). TJ1c min imum loan is 
$2 million u no credit ralin of less than Ban will be c ·· • .­
Placements cannot be used as venture cap1l· - a.. · l~an-bc .. in~d.c..ta. 

rmmpanies in existence lor lc~.!l!.ull.f.iYc ycars.17 
If the application has met this initial se t of criteria , placement 

division stuff request additional financial material anu check many stan­
dard ac~ounting measures such as rntc of return on sa les, operating 
margins, tu x rntcs, and cash !low position. Also, the staff will consult 
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with outside people and solicit opinions on the company and industry, 
and may make site visits to the company. 

There have been instances of legh:lators criticizing the private place­
ments division for not loaning more rnoney to Wisconsin finns. Conces; 
sions in the quality of the company 1::>r in the quality of the loan haye 
not been made tor placements m Wii:consin, but there are some allow-

.:[nces made for W1sconsm placements m tenns of company size and ' 
requested loan hgures. ~s outside the State 

million are cons1 ered. Wisconsi11-based companies ma re uest a loan 
as sma as mt on provided their annual sales are at least $15 mil­
lion. Recent loan yields have averaged nearly I 0 percent a d 1t is esf; 
mated fhrit Fewer than 11 0 t le cans OU s an mg ar~bl~m.~ .. 

Investment Division- Mortgages and Real Estate 

At present it is the board's policy that mortgages and real estate 
investments shall c'1mprise between 5 and 25 percent of the fixed-fund 
portfolio. On June 30, 1975, nearly $200 mi ll ion was invest·~d in mort­
gages an.d owned real estate. Return on mortgage and real estate invest­
ments exceed that or the bond division. The aver:ige return on the 
mortgages division's port folio was 7 .34 percent as of June 30, 1975. 

A detailed set of guidelines is used by the three staff members of 
the division in determin ing which mortgages and real estate opportun i-. 
ties will be funded.II~ As wit h the ot her divisions, all investments of the 
mortgages division musl conform to the broad specifications for invest­
ments set forth in the 1969 statutcs. 19 

There is a broad diversity of mortgage fundings. In 1975, over $5 I 
mill ion was loaned to I 6 income propertil!s- two shopping cen ters, 
eight apa"trnents, two warehouses, a medical clinic, a nursing home, a 
manufactt..ring fucility, and u participation in a loan on an office build­
ing. While .here is an emphasis on mortguges and rcn l estate invc:-.t ments 
in Wisconsin, more thnn 75 pen.:cnl of the division's portfo lio is placeJ 
outside the Sta te. 

Investment Divisio n- Shorl-Tcrm r nv1.:st men ts 

The short-term division has responsibility for investing the stale 
inves tment fund whid1 1·1>11sists of 34 separate accoun ts such as the 
gcrn:ral fund (including Ille check flout), highway fund, local govern­
ment pooled investment fund, 1111cl cash or the fl!lircmcnl systems prior 
lo it s long-term co111mi t111 cn t. Ass~ ts munaged by the I wo members of 
the division vary from $<100 million to $ 1 bill ion. As of May 15, ap­
proximntcly $775 million wus invested by the uivisio11 . Daily purchases 
and sales average approximately £75 mill ion, and the short-term port­
fo lio turns over every few werks. 

'lclum on the state investment fund wu:: lJ.02 percent i11 f'i scn l yeur 
1974, ~.fN percent i11 fi scal year 1975 , nnd 7.44 percent i1 the most 
recent qunrtcr ending March J 1 :zo The 7 44 Jl.C.fccnl~.r<1le-cC-rcuu:.n .. fur. 
tlw rccen!,.ru;J:io.L4aio.o.W1er-+.l..+hH>fl=ioiHl"4'.LiU-no.tc, is an f'Xl'.C llcut return 

. <; inrc ii was 1-1 L2 10 3 prrci'ut 1:n:a1rr tlwn interest mies generally 
.1vail111Jlc Lo large cit ks, Di.:.cl.i.uiw:...s11ort-lcrm rat e;;_in I he lust 18 mo1iihs 
urc attributable to nalionil1Jr.J:HQS. 

A variety of short -term i11vcst111 ent devices . .m: used : govcrn 111c11 t 
agency paper, hank certificates or deposit, oplm <lay-to-day 11 11d ter111-
repurchast: agrccmcnls. comn1crcia l pupcr, and rc,·c·rsc repurchase agrcl'­
mcnls.21 111 mid-May, the asse t~ Wl!rc distri b ut~'CI ~is follows: govern­
ment p11r>1;r $590 million ($85 mi llio n was i1m:skd in a singh. U.S. 
trcaslll'y hill): '-'CCI ilkates of' deposit SSS 111illlon: open end rcpur· 
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chase agreements - $60 millio·.1; and commercial paper - $70 million. 
Usually no investments under $1 million are considered, or agreements 
under $5 million made. 

Operationally, the short-term division re~eives a computer printout 
every day before 7::30 a.m. !fating all current investments and specifying 
the present value for e?: h discounted security. By I I a.m. the division 
will have been notified of the check float level, will have balanced off 
\he State's cash position, and will have checked over ·vouchers and 
amounts for individual transactions. After 1 I a.m., the division will 
make trades for the following day, including making sales to cover the 
State's disbursement needs for the following day. 

Investments are selected by the short-term staff from infonnation 
supplied by brokerage houses and from staffs own knowledge of the 
short-term markets. The board's in-house re!:earch staff is not utltized 
regularly becaus~ forecasting is less useful for short-term investments 
than for Jong-term bonds and stocks. 

In the future, the short-term division, in hope of increasing its 
options and of obtaining an even greater return on the investment fund, 
will request authority to invest in bankers' acceptances and "Eurodol­
lar" certificates of deposit (the debt securities, in U.S. dollars, of over­
seas hr.inches of U.S. banks). The ability to sell short in the market also 
is a possible future investment avenue of the division although the 
board's trustees have not yet given their consent for this more sophisti­
cated ~ind greater risk investment activity. 

Administrative Expenses 

An important feature of the invest ' is its low 
. .fillmi11istrat1ve expense. a le 2 compares the board's as.5ets to expense 
ratio with !hose of private insurance companies and nonprofit invest­
ment operations. The Wisconsin Investment Board's expenses arc pro­
portionately lower, and in all but two cases (College Retirement Equi­
ties Fund and the Illinois Investment Board) the board's expense rutio 
is one-fifth that of other organizations. 

Tobie 2 

Rn llos of A~'ICIS lo Expenses, Selected Comparisons, 1973 

INl1J::S'/7tlt:"NT 
INVh"STMENT /:'Xl'ENSl-.'S 

ORGANIZATION llSSl:.IS (/:','(Cl. TAXES) PERCE/ti/' 

/\caclu M11111al Life s 607 ,88 1,098 s 2,774,004 0.456% 
Alls1111c Life Insurance 357 ,674,020 415,023 0.116% 
/\it.I /\MOC. ror Lulhcrnns I ,Oll6,948,89 I 1,479,078 0.136% 
Connccllcul M11111ul Life 3, 116,740."66 57,082 ,944 U131 % 
Conllnunlnl Ass11ri111cc 1,818,404,ldl! 4.131!,855 0.227% 
Equllab:c Llfo Ins. 14,971,95 1,691 57,530,742 0.31!4% 
17ranklin Llfu Ins. Co. 1.433,0911.891 2,754,778 0.192% 
John llnncock M1111111I 10,391.836,359 29,414,166 0.283% 
Lincoln Nut'I. Life 2.410,340,286 3,649,828 0.151 % 
Mass. M11111nl Life 4,795,468,1!74 17 .907 ,4'>2 0.373% 
Mclropolilan urc In~. 30.21!6,075,837 99,071. 174 O.J27';l', 
M11111al Life of N. V. 4,044,504.230 16,058; 197 0.397% 

College Rcllrcmcnl 
Equllii.!s Fund S 2.600,056,23 I s 1,6 11.552 0.0(>2'X> 

Tt:n\.hcrs I us. & 
An11ully As.'loc. 3,370,887,045 4,657,944 0.138% 

flll11ols lnvcsl111cnl llonrd 793,726,994 643,621! U.Olll',1'. 

I '>74 lnvcsl llll'lll Uourd 2,S 20,303 .000 524.4<18 0.0208% 

Sourrr· k'l•ronlin ln1tllm~n1 /kwd 
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The investment board,s administrative ex enses are two cents per 
$ l 00 o invested asse s. ab e shows, in 1974 a mm1s ra iv~ ex­
penses stood at .0208 percent of assets. Thjs represents a slight decline 
over the past decade, during which time assets have tripled while staff 
has doubled. In 1965, the percent~ge for administrative expensrs was 
.0289. 

Several factors may account for the board's low administrative ex­
penses. First, the number of staff and their salaries are less than com­
parable to private financia l institutions. Second, because most funds 
managed by the board may be pooled, there are significant benefits 
achieved by a concentration of capiL I in terms of broker and trader 
commissions. Third, the board, by being a large institutional investment 
operation, receives research and related services as a result of its com­
mission fees, that is, no cash outlay. Fourth, the board, like mosl state 
agen,·ies, minimizes expenses for amenities and other perquisites.22 
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IV. 
STATE-LOCAL 

FISCAL 
COOPERATION 

In February 1976, a bill was enacted in Wisconsin which may pro­
duce significant economic benefits for local governments in Wisconsin 
as well as Wisconsin state government. Senate Bill 788 reprinted in 
Appendix A) created two local government investment fun s to be 
mana d 6 the invc e oar - the ooled investment funclJ1nd the -!rust investment fund. The pooled investment fund is a eady in opera-
tion and will receive the bulk of attention in this section. -
· The pooled invest.neut fund is a vo luntary mechanism hy whkh 
counties, cities, villages, and towns can deposit with the t ressurer any 
sta le-shared laxes, local revenues, or id le reserves for investment by the 
state investment board. The interest earned, equivalent to the rate of 
return for all short-term investments by the bo;ird, is credi ted to the: 
local government, and funds can_~ withdrawn on one-day notice with. 
no pemil lies The trust investme 1t fund permits local governments to 
establish their own investment .1ccounts with the state investment 
board and to have their funds mana~ed fo r a specific period of time. 
Background 

~ion au thorizing !he pooled javeslmenl fuocl was first..i.nlli>­
duccd hy the state treasurer in 1967 but ~as withdrawn after I I days 
~a use of ressure from the ba •· munit . Because of atcriipo­
rary (I 5-day) cas ow problem in Wisconsin stale government, the 
program was revived with modifications in !he spring of 1976. The 
Stale, which needed cash to disburse real properly la x credit payments 
to local governments, w:is and is prohibited from borrowing more than 
$ I 00,000 fo r current obligations and is prohibited from interfund 
transfers. Therefore, local municipalities were foced with receiving a 
prorated amount of their shored taxes. State officia ls, however, know­
ing that Wisconsin municipalities co ll t:cted their main revenues - prop­
erty laxes - prior to February 28, :-easoncd that the temporary cash 
flow crisis could be avert ed if enough municipalit ies would defer re­
ceiving their state payment for two weeks. /\s an inducement fo r such 
" loans," locnl governments would receive interest' equivalen t to that 
received on short-term investments of the investment board. Nineteen 
local governments left their funds '' ith U1e State, and lhe temporary 
cash now crisis was solved. 

The pooled investment fund passc J the Legislnturc under propit ious 
circumstances. I.here• was a fiscal cris j · 'itu · · · 1d the State's bankers 
were unorgnn izcd. While conditions h other States may not he sim1 :ir, 

.J.!1e eco?1om1c benel 1ls produced by .:slablishmenl of l!.JJOOJe(] 111vest­
.._menf lunil might be sufficiently conmell 111 . to overcome oppos1L1~3 

A ma'or hurdle 111 Wisconsin was obta ining t 1e suppor o oca ol 1icin ls 
~o were concernec n ou a ow mg the Stale to relu in their h~ 11ds

1 

i~ 
t11~rhe-local trt!'aslli'crs asscrcmtion went on record oppos11iillie 
~t pool. Qpposjl ian..J.9_JJ1c poo e investmen t trust was soft­
~ned, however, by also provi<Urt fat an investmen t trus un w 1· ll 
would rel uin. individua l accounts fo · eac 1 oca 1ty s un s and for a 
8?ecificd till!.C. If USC ' t le trust f'un J WI no 0 SC l C a cs CUSl 

now problem since these fund s will b.! tied up for specified periods of 
time and thus be unavailable to the St; te. 
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Provisions of the Two Local Funds 
Senate Bill 788 specifies the major similarities and differences be­

tween the pooled jnyestment fund and trust investment fund. First, fer 
both funds, local government officials would tell the state treasurer 
whether they prefer to have their portion of shared taxes paid directly 
to them or deposited in their account in one of the funds. Second Iv, 
both funds permit local government officials to augment their acco"· · .. 
in the investment board with idle reserves and any other local ... 
available for investment. Third, for both funds, a maximum of one­
fourth of l percent of earned income will be deducted by the state 
investment board for administrative costs. 

Fourth, local money in the pooled investment fund, while credited 
to individual local government accounts, would be pooled with state 
funds for short-term investments. Local money in the pooled invest­
ment fund would earn interest based upon the average yield of all 
short-term investments determined quarterly by the investment board. 
T.ocal funds in the trust investment fund would not he commin~lecL 
Vlith other lac:a l funds or state funds and unlike the pooled fund. inter­
.est on trust investments will he detennined by the yield on each sepa­
c.ate local goyernment account. 

Fifth, local offici'.l!s depositing funds in the pooled investment fund 
need not specify on what date they would like their principal and 
interest returned. Local officials depositing funds in the trust fund must 
designate the length of investment time for their funds, and incur any 
fina ncia l penalties for early withdrawal of their monies from the trust 
fund. 

How the Pooled Investment Fund Works 
The mechanism for direct transfer of local government funds from 

the state treasury to the investment board serves two functions: LJJJ.!. 
re es the a1 · e which local governmen ould sit 
i.dle ;u:id not rccejye interest, and (2) it 1e ps t e State handle emergen-
cy cash Oow problems.. -

Operationally , the de ;>osit nncl withdrawal system is quite simple. If 
a local unit of government is depositing money in the poo!ed invest­
ment fund from its state ,;ht1rcd taxes, that government gives the state 
treasure!' written instructio1~ " as to the amount which the State should 
retai11. If a local unit of government is depositing idle cash from its own 
treasury, the local treasurer would ask the local government's commer­
cial bank to transfer the funds to the state treasurer for deposit in the 
investment pool. The investment board will receive its information 
from the treasurer's office and it will be included in the daily total cash 
figure which can be invested. The inven ment board is not notified by 
the towns direct ly. 

For withdrawals. the same process would be used. If notice or a 
partia l or total withdrawal of the municip11 lity's funds is made by I 0 
a.m., the state treasurer's office will issue a check that same day and 
transfer by telegraph the ftncls to the working bank of the local govern­
ment. If the check cannot be issued until the next duy, the local govern­
ment also would be credited with an additional day's :nterest. 

The interest earnings are computed on an average yield for a quarter 
and :ire based on the aver:ige daily balances of each participant's share 
of the short-term investment fund. Compute!' programs ure used to 
determine the balance, deposits and withdrawals on a daily basis for 
each toe.ti government. 
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Advantages of the Pooled Investment Fund 

Both the local governments and the State should benefit from this 
investment pool. For the State of Wisconsin, the new arrange f 
localities voluntarily leaving their funds provide a mechanism to 

llerp 1t ea l 1c em orar cas roble . In turn-;-
the State's credit ratin will not suffer because of frequent cash ow 
difficu ties. cal o -tfis-
s mvestment fund; therefore, the state agency may cxpe 
better rate of retwn on investments and reabze economies of scale on­
Jhe cost side. Moreover, any constant flow of new sfiort-term cap1fiff 
from local governments will enable placements in those investments 
that are providing the best current rate of return-thus possibly raising 
the overall rate of return on the State's short-term investments. 

Increased cooperation between state and local fiscal officials, it is 
hoped, will reduce the distrust of state government by local government 
officials. Finally, to the extent localities experience an improved finan­
cial status, the State benefi ts indirectly. 

For local units of government, t!1e pooled investment fund will 
operate as a cbecking_m:_.demand-:iccGunt ... w.h.ich pays a higher rateof 
return than local overnments could obtain on their invested funds. 

tcials in the 1sconsm epartment of Administration conducted 
a comprehensive analysis of local government investment practices and 
discovered that 81 cities and 67 percent of aU towns and villages in 
Wisconsin received no interest income in the 1974 calendar year. Many 
local otficials simply placed idle cash reserves in noninterest bearing 
demand accounts in local banks. 

Lgcal eovcrnments sho\l ld gc.th.igl).eue.tw:us.on their urndi; l>e.ci!usc 
che ·investment board can invest in high-yielding, short-term investments 
such as repurchase agreements and commercial paper, because of lower 
dealer fees and bcca'Jse of the greater expertise of lhe board's profes­
sional staff. For cxumplc, because local governments will receive lhe 
same rate of return regardless of whether they invest $2,000 or 
$200,000 (that is, there is dollar averaging across investors), smaller 
towns and vi llages mosl likely will receive higher inlerest lhan if their 
accounts were invested separately. 

In addit ion, the pooled investment fund, by providing local officials 
an alternative investmenl option, may force banks to provide more 
services to local governments in order to maintain the loca lity' operat­
ing funds. 

For some municipalities the flexibility of the pooled inveslment 
fund will permit an integration of local governments' inveslmenl poli­
cies with their cash now syslcm. As noted previously. local govern­
ments may invcsl fund s for any amount of time- one or two days or 
much longer periods. '{his "variable date" provision ensures U1aLmu.oj~:­
l.e.!!..!!!ies will not be penalized for curl withdrawal or caught in a ca.-;h 
Qowprcnrl~us 1qu1 investments. In fad, the liquidity of 
the short-term i11vcs1mcnts and the mechaiiism for rapid transfer of 
funds from the state trensurcr to local treasurer will enable local govcrn­
n:ents to receive lheir funds on the same day or one duy after their 
notice of withdrawal. 

Cosls involved to slate and local governments.from lhe local govern­
ment pooled investment fund arc nominal. Local governments, in fact, 
incur only the costs of a phone call or postage for a letter lo the stale 
lrcasurer. TJ1e stale inves tment bourd,Js stater! in the lc ~i.slatiQ.n, will 
.de.clue "'ximum of one-fourth of I crccnt of all earned interest for 
administ expenses. t 1s nntici atcd the actual adm1mstrative cosls 
\llilLbe..s.i~t y ess l 11111 this amount. 
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Qne ossible difficult that could ari involves moneY. 
left b local governments in the general fund at the reques o s a e 
officials, or use m c1ls1111ow "(fic11lties. wnlc:h Is not m~st­
.s:_ ut istn ute to ocal governments who need their share. Lender 
local governments will receive interest on these .funds just as if they 
were being invested by the investment board. Since these funds were 
not invested, there is an interest ex e ate that r 
be appropna ed from the r.e11eral fung. 1t is not clear how much o('a 
problem this will be and state officials do not a ree. bile there is a 
co e tate of Wisconsin associated with operating the pooled 
investment fund during cash flow difficulties, this cost will be les.5 than 
through borrowing on the short-term m:irkets wltich is not legal under 
present law. Of course, any final solut.on to the cash flow problem 
must await statutory changes that spread payments throughout the year 
rather than require very large payments once or twice a year. 

The Invest.uent Trust Fund 

As estabUshed, the local government trust-investment fund will be a 
vehicle for longer-term fixed investments by local governments. The 
trust fund, then, is conceived as a different type of investment option 
than the pooled investment fund. 

Unlike the pooled investment fund, capital in the trust fund cannot 
be used by the State for cash now purposes because it is in fixed 
investments. In terms of administrat ive/bookkeeping costs, the trust 
fund also is less advant'.lgcous- the Department of Administration must 
set up an individual account for each municipality (poteptially J ,400) 
and maintain '"CC\Jrds on the type of investment interest earned, com­
pute penalty charges for early withdrawals, and set up procedures for 
notifying local governments when their investments have become ma­
ture. In contrast, for the pooled investment fund, the Depurtment of 
Administration, in cooperation with the state treasurer's office, needs 
only to maintain records on the uvernge daily balance of a municipal­
ity's account during euch calendar quarter as all accounts will rc:ceive 
the same rate of re tum. 

If most loctd governments use the trust func.1 for :ong-term invest­
ments (over six months), the administrntivc task would be manageable, 
although still un additional burden to the investment board. If local 
governments wish their funds to be managed and rolled over frequently 
in short-term invcstmcnls, the board might bl overwhelmed, given pres­
ent stuffing.24 

Initial Results of the Pooled Investment Fund 
The pooled investment fund becumc effective ~~arch 1, 1976, with 

$61.5 million in deposits from local governments that left their sta te 
shared taxes with the State lo assist with cash now problems. After the 
temporary cash emergency, local governments withdrew over $45 mil­
lion. Pivc cities kept their shored taxes in the investment pool during 
the month of March and received u 7.44 percent rate of return, the 
ovcrnll short-term investment yield for the first three months of 1976. 
Madison, Wisconsin, earned approximately $62,000 on its one-month 
investme.1t of $9.7 million. 

Overall, the pooled investment fund has been well received, and 
now. after the initinl period of communicating lhe details of the pro­
gram lo local officials, p:uticipution is increasing. In one two-~cek 
period in miu Muy, 26 11dditio11ol local units of government invested 
cash In the poold fund. ru of July 12, 1976, locul governments had 
ncnrly $28. million i11 thcf'lnd,25 ----.-- -
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Start-up costs of the pooled fund were minimal as coordination for 
£he program involved no budget and limited staff time. It appears no 
additional state employee must be hired for investment purposes. One 
person may be hired to serve as the principal information and resource 
ccntict for local governments although a final decision has not been 
reached. 

Few ccmplaints have surfaced to date. One city treasurer who has 
left shared taxes in the pool and also has transferred an additional $2:1 
million of the city's cash to the pool sees only two needed modifica­
tions. First, according to this official, the investment beard should 
disseminate brief biweekly or monthly reports on what types of short­
term investments are being made. This information, he suggests, would 
be useful for his uwn investment operation and could also be used to 
inform the elected city officials that the pooled fund will provide a 
superio; economic return.26 

Secondly, the city treasurer hopes that when local governments 
withdraw their funds from the pool, the interest will be returned im­
mediately with the original funds. Currently, earned interest will be 
returned at the end of the next calendar quarter when the investment 
board computes the rate of return on short-term investments. Local 
treasurers can, of course, make estimates of their cities' interest income. 

lmplementing the Pooled Investment Fund in Other States 

Jn Wisconsin , the pooled investment fund bcnel'its state and local 
treasuries. Jn States without a centralized investment unit, estab lishing 
an investment mechanism for local governments wou ld be considernbly 
more difficult. States without financial expertise in short-term invest­
ments probably should not initiate a pooled fund until an investment 
board is operational for several years or until appropriate staff can be 
hired. States with an existing investment agency will need lo consider 
how a sudde11 influx of local funds will alter current opcmtions. For 
instance, comruter programs must be developed by the investmelic 
agency or treasurer's office for proper crrditing of municipal accounts. 
And, until other States duplicate Wisconsin's 1apid deposit and wilh­
drawal system, some mechanism must be cstabl.shed so that local gov­
ernments do not lose substantial interest income from slow transfer of 
1 und~. 

Not all Slates may wish to assume additional functions nnd not all 
Stutes wou· ' receive as many economic benefits as Wisconsin. If a State 
is not invcsdng in the short-term area. local government funds would 
not permit 11 conccntnll'ion of cupitul and higher yields. If n Stale is not 
experiencing cash flow problems or uistributing lurgt: sums of cash lo 
local government s, the pooled fund wou ld be less nttrnctivc. If there urc 
many cities with their own investment programs, purticipation in the 
pooled fund would be less beneliciul. 

The pooled investmunl fund would uppcar to offer ma11y economic 
benefits lo state and local governments, given on appropriate invest­
ment framework. This fund will not so lve any major existing problem 
but it may generate state and local revenues withoul extrnc1ing these 
resources f'rom rcluct:inl tnxpnycrs. Few programs can be assessed so 
favornl>ly. 
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v. 
THE 

STATE 
WORKING 

BANK 

Anot:1er aspect of the overall cash management system in Wisconsin 
is the "state working bank." The state working bank is selected by the 
State of Wisconsin Investment Board. Authority for selecting the bank 
is found in Section 25 .17 of the Wisconsin Statutes: 

(61) [The Board Shall) ... designate public depositories for the 
deposit of public moneys. . .coming into the hands of the state· 
treasurer; allocate the deposits of all public moneys coming into 
the hands of the state treasurer, and limit the amount of such 
public moneys, as determined from the state treasurer's records, 
which may be deposited in any public depository so designated. 
. . .q_nly such banks as have been named by the investment board_ 
as working banks shall carry state deposits on which checks are 
drawn to conduct the daily business of the state, all of which 
deposits shall be payable on demand. 

The l.t'iislnture wisely avoided enumerating the selection criteria 
.Jeaving that task to the board. Although the Jaw would permit moI..e 
than one workin bank the State of Wisconsin Investment Board has 
concluded that the opera tiona a vm , . · ronly one bank out-

e1g 1 an o erat1ona or JO 1 1c·1 1sa us, 1ere one 
1sconsin bank serving as a depository for the State's fund s. There are 

both operational and fiscal advantages from having one stale bank in­
stead or two. Coordination among a single working b;ulk , the invest· 
ment board, and the treasurer's office is an easier task because of a 
single disbursement account. Fewer man-hours are required to resolve 
any problems or issues when lhcrc is only one bank and better service 
usually results from having a super account with one bank instead of 
medium-sized accounts with two banks. • instead of 

.l}Yo has u fisc:1l benefit as well in that no in ' o 
transfer time between ;111ks. 

The state work111g banR in Wisconsin is s1•lected....QJLthe basi,s;of 
proposals submitted by the interested b · 28 C\l l-

usc >roe· urcs rnre 1s no endin 
mcnl has been normal. 1t is anticipalccl that a thorough review of costs 
and services wi ll occur nt two-year intervals. Either the S tnt~ or bank 
CHn terminate the arrangement with 12 months notice. 

Acrivitics of the State Working Bnnk 
•• .:i banker for the State, l'hc First Wisconsin Nationul Bank will 

provide many of the services it provides for it s largest corpora te cus­
tomers. In its rl!lutions with its banker, the State's objectives arc the 
same us a corporution's: (I) nccurn lc rcnrc tion of its cash situation at 
uny point in time, (2) efficiency in the provision of services al a rcason­
ublc cost, and (3) rapid und accuralc trunsfer or funds in onlcr that the 
": lute cm1 mnkc muximum earnings on it s funds. 

The state iiccount rungcs from $2 million to $100 million on any 
particular day. Thus, the vo lume of work is considerable. During the 
yeur. there will be eight million deposit items lo the slate a~count that 
must be processed. There will be 4.6 million checks and 4.5 million 
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reconciliation items directly related to the state account.29 Deposits 
are made by mail, lock box, wire transfer, and over the counter. AU 
disbursements are made by check with several series currently being 
used.30 

Although there may be numerous modifications and refinements in 
the procedures foll0wed by the State and the working bank, the essen­
tial services ·equired by the State are reasonably weU defined b~ · the 
investmen~ u.>ard, state treasurer, and Department of Administration. 
Based on these services and the anticipated volume, the ban· s bid for 
the State's account. Among the services needed are:31 

(1) The minimum time of credit shall be at least that provided by 
the Milwaukee Office of the Federal Reserve Bank of Chicago 

(2) The state working bank, if located outside Madison, shall desig­
nate a Madison bank to serve as its agent and accept au· deposits 
made on behalf of the state treasurer, 

(3) Special courier runs from the state treasurer's office to the Fed­
erJI Reserve Bank and to Chicago Loop banks to collect large 
dollar items, 

( 4) Lock box ser 1ices used by employers for withheld state income 
taxes and also for motor and special fuel taxes, 

(5) Same-day transfer of funds for settlements resulting from short­
term investments, 

(6) Normal checking services plus separate reconcilia tion for each 
of severa l series of checks, microfilms of all cancelled checks 
and microfiche indh.:es of the microfilms, 

(7) Telegraph transfer services, and 

(8) Foreign exchange services. 

In order to f:lci litate the State's investment progmm, each working 
duy ut 8: 15 a.m. the bunk must notify the stute treasun~r of the collect­
ed balance in the State':; account in order that short-term investments 
can be matlc that day. /\ monthly account analysis will be provided 
showing the average daily balance and the resulting excess or deficit 
position in compensating balances. 

Banks and lhe Selection Process 

As noteLI above, the state working bank is se lected by the invest­
ment board from among I hose Wisconsin commercial banks which pre­
pare and submit :1 proposal for the State's account. Nol ull banks arc 
anxious lo have the Slate's account. The volume is great and it will hnvc 
a significant impact on the bank's opcr:llions. Obviously only 11 large 
bank with a high ly rnmpulerized trnnsit department coultl handle the 
very large vo lume of work ge11 cralcd by the state account. If the bank 
doesn't have uccurate information abou t its internal costs, income from 
this accoun t may not cover the costs associated with servicing it. 
Another important consideration is what happens when the account is 
shifted again in 6 to 12 years as seems entirely likcl)1 • Since the addition 
in demand deposits rcs11lti11g f'ro111 the State's account arc substa 11i ial , it 
may he necessary to increase the bank 's capita l structure. P'inally. po­
t~ntial biddr"-; musl consider wlwt. if any, effect serving ns the stntc 
working bank rill have Oil o ther large bank customers (e.g., will these 
customers want bank~ lo bid for their account..'!), 
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On the other hand, both state officials and bankers believe there js 
some prestige in being the State's banker. Banks might also see this as 
an opportunity to make new contacts and possibly as an opportunity to 
further develop certain banking functions that .,reviously had recuived 
too little attention. Undoubtedly, however, the ;hief reason Wisconsin's 
banks would consider bidding for the State'; account is to increase 
profits. 

Competing ban.ks' proposals are submitted in terms of compen­
sating balances that the State must keep in demand deposits at the 
working bank. The State provides information on the type and volume 
of services needed. Each bank details the costs of handling the State's 
banking business and indicates what compensating balance is required 
to cover these costs including whatever profit the bank considers appro­
priate. Appendix B is the proposal form cl.evised by the Wisconsin In­
vestment Board. 

Table 3 illustrates the computation ()f costs and their relationship 
to compensating balances. In this hypo thetical one-month period, the 
State's balance exceeded the minimum ·required balance so the resulting 
excess is credited to the following month. Jn instances where the State's 
balance was below that needed to cover tii~ costs of administering the 
account, the de!icit would be made up in the foi!owing month. 

Again, in the Table 3 illustra tion, a deficit would occur if the 
monthly direct charges had exceeded $52,01 6 or if the compensating 
balance had been at a level such that the interest cret.:it fl02 percent of 
the treasury bill rate) was less than $48,705, or some combination of 
both. 

Table 3 

Example of Compensating Balance Credit Calculations 

Total Monthly Direct Charges 

Average Collected Balance in the State's 
Accounc During the Month 

Less 12 percent Federal Rt!serve Requirement 

Net Collected Balance 

Interest Credit Computed at I 02 percent of 
the Average Treasury Bill Rate (6.55 percent) 
for the molllh3 (102 percent x 6.55 percent= 
6.68 percent x $9 ,344, I 04 ~ 1-· -= 

Excess Credit ($52,016 - $48,705) uvailuble 
to apply to subsequent month's charges 

$ 48,70) 

J0,618,300 

1,274,196 

$ 9,344,104 

$ 52,016 

$ 3,311 

11 J02 pcrctnt of tile a11craJ:e trca11lfy rate Is tile credit rate dtttrml11td by tlrt State and tire bank 
through the "bid" process. 

Source: State of Wlscom/11, ''Speclficat/0111 for l'roposals to be the State Working /lank," l1flf1C11 · 

di:!: 0, October IS, 1975. 

In addition to providing the services listed previously, it is the view 
of investment board slaff that the slate working bank should have 
deposits of ut leust $120 mill ion and that it s capital, capital notes, 
snrplus, undivided profits, and rcscrvl!s ~qual nt least $ 1 I million.32 
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Questioi:.s that might be as~ed are, "Is the investment board the 
most appwpriate agency to select the state working bank?" and "Ooes 
the selection procedure insure that the State gets the best powible 
deal?" 

Regarding the first question, it is true that on a day-to'1ay basis 
both the treasurer and the Department of Administration have more 
extensive dealings with the state working bank than the board. The 
procedures developed wilJ affect these agencies most directly, and the 
board has no particular expertise in developing the needed cash manage­
ment, auditing, or accounting systems. 

No compelling case can be made for an independent investment 
board's selecting the state working bank. Nevertheless, in Wisconsin the 
board's independent status, its arms-length review of proposals, and its 
generally good reputation lend considerable credibility to the selection 
process. Moreover, the trustees have financial and investment expertise, 
sulicit the ideas of the treasurer's office and the Department of Admini­
stration in developing the specifications, and seek the advice of their 
custodian bank in New York City in evaluating the proposals. 

Whether or not the State is getting the lowest possible costs as 
reflected in the required compensating balance is not known. However, 
the bidding procedure would seem to assure a reasonable charge for 
services. State officials appear satisfied. The response by the Wisconsin 
state treasurer is believed representative: 

" .. . under the State of Wisconsin philosophy of securing bids to 
serve as the state depository, we feel that the bidding banks 
through competition will arrive al a proper cost factor for their 
services. As a matter of truth we would be very reluctant to im­
pinge our limited knowledge of bank costs upon banks who should 
bid on the basis of their own particular costs plus a reasonable 
profit.33 

Again, this is not to suggest that the investment board is precluded 
from reviewing the bank's range of services, professional staff, equip­
ment and facilities to nscerta in if the bunk can provide a proper level of 
services. 

Utilizing the State Working Bank in Other States 

In most States, the greatest obstacle to implementing the single 
state working hank concep t is political. In Wisconsin the state working 
bank has been in operntion for over 20 years and is generally accepted 
by Wisconsin's bankers. As taxpayers and businessmen it is difficult for 
banks and bankers to argue with the substantial efficiency s~tvings and 
investment earnings. 

Needless to say, the Slate's bankers have not always been so san­
tniine where the single depository for state money is con1;erned and as 
noted in t i1e previous section, they opposetJ the creation of lhe local 
government investment funds. Perhaps the rationale most frequently 
advanced for maintaining numerous stale accounts is the economic de­
velopment one: these stat<> do llarn arc used by local banks to generate 
additional business in the region. The viewpoint expressed by Wiscon­
sin's elected treasurer seems appropriate: 

"Up lo this time (a lthough I ndmi t there is cons:.1erahlc prcssu1 c 
to the contrn:-y) the State of Wisconsin, the In •:stmcnt Board 
specifically ... subscribes to the philosophy that mon<"y is a free­
flowing objl!ct of trude that ignores political boundari·;s, and thul 
at tempts to promote local or regional business throu~· h bunk de· 
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posits is to little avail. We tend· to feel that generally ,such deposits 
are merely invested by the receiving bank in that form of invest­
ment which wiJJ realize to that bank the greatest income.34 

In other words, many jnvestment officials do not accept the eco­
nomic development argument since local government funds will be used 
wherever the bank can obtain the highest rate of return-usually not in 
the local economy unless it is expandhlg rapidly. Furthermore, a num­
ber of States require that banks must put up collateral as security for 
state deposits. For instance, in Kentucky; banks must post government 
securities worth 110 percent of the uninsured portion of the deposit. 
Consequently, the result of these "linked u•::posits" in Kentucky is that 
state deposits of public funds in commercial banks may reduce the 
amount available to promote economic expansion. Recently, South 
Dakota dropped the collateral requir~mer:ts on state deposits from I 00 
percent to 5 percent potentially "freeing up" an estimated $180 million 
in South Dakota banks for other investments and loans. 

The local economy and town residents, in fact, may benefit pre­
cisely because local funds are temporarily withdrawn from local banks 
in order to obtain a ·better interest rate ebewhere, such as through 
investments in the State's local government pooled investment fund. 

From the standpoint of being able to engage banks that can provide 
the necessary services, a State's largest banks probably will bid to be­
come the state working bank. Since the size of state government and 
the size of banks are both somewhat related to population, it seems 
likely that within each State there are banks that could handle the 
State's business. The banks in Wisconsin that bid on the state account 
have total deposits of $1 ,859,678,000 (First Wisconsin) and 
$58 1,525,000 (Marshall & Ilsley). This makes them the 48th and 16 1 st 
largest banks in the country, suggesting that banks of varying size can 
handle the state account.35 

While Wisconsin uses only one bank, it would be possible, if slightly 
more difficult , to use more than one working bank. For c:rnmple, South 
Dakota uses two banks and alternates each month. A thorough analysis 
of the services required and volume of transactions within various state 
accounts would reveal the complexity involved. 

Jn bran~h banking States, it might even be easier to implement the 
state working bank concept since transaclions could be made through­
out the Stale with immediate accounting. Collections and cash disburse­
ments would occur more rapidly. 
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VI. 
TRANSFERRING 

THE 
WISCONSIN 

PROGRAM 

Some innovative state government programs are not applicable to 
many other States. This one is. It is not assodated with size or composi­
tion of population, rural/urban considerations, size of State, g~ography, 
or the State's fiscal condition. All States collect large amounts of mon­
ey and expend large amounts of money; therefore they have an enor­
mous cash flow. All States have significant amounts of cash that are not 
needed for payments on any particular day and which, therefore, could 
be earning interest. 

The review of the Wisconsin investment program suggests that the 
administrative factors are probably less important than the political 
ones in preclud'.:ig the transfer of this comprehensive investment pro-. 
gram from one State to another. The two groups most adversely affect­
ed appear to be bankers and existing boards, agencies, or councils which 
are responsible for investing various public funds. The latter gruup 
simply will not want to have this important investment responsibi'ity 
transferred from it to a centralized ir>vestment board. The reasons are 
easily deduced and don't require expansion here. Bankers naturally will 
not like losing the earnings from lhe deposits of the State. ·n1e combin­
ation of establishing a state working bank, investing the check float, 
creating a local government investment pool, and investing idle cash 
balances are all programs that result in greater earnings for government 
at the expense of banks. In the case of both centra lized banking and 
centralized investing the benefits to government can easily be measured. 

P position ma also com state treasurer since a COUll2r.C-

~nsive ·mvestment program probably will mean tie treasurer's lQ.SLOL 
some control of these funds. In Wisconsin, for exam le the De art­
lnent of Admin1strat1on, not tie tre 1rer. oucratcs !'l1e computer sys-
em and . er orms t e ala processin and accounting. The investment 

·board and staff make a tic mvestmcnt decisions. 
Legal Issues 

State investment policies arc influenced by the institutional setting 
in which investment policy is developed nnd by the pltilosophy und 
investment goals of various policymakers, but all of these factors ure 
circumscribed by the constitutional, statutory, and administrative 
gu idelines of the individual States. 

In numerous States, the laws arc silent on many matters affecting 
the development of n comprehensive investmcnt program. Such was the 
case in Wisconsin nnd interpretations of the sta tutes genera lly have been 
strict in find in gs that necessitu le specific statutory provisions aut h­
orizing board activities- the municipal investment pool, the investment 
of float , expanding the types of instruments that can be used for invest­
ment purposes, and the use of a custodian bank in· New York City Lo 
physically hold and transfer securities. 

There are other instances where the statutes limit the number nnd 
types of securi ties which may be held in the portfolio, the time periods 
an investment may ·be held , or the amount of treasury balances that 
muy be invested. The use of banks as holding institutions for treasury 
balances when the money is not invested may also be subject to statu­
tory limitation. 
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Equally as important as the statutes or administrative guidelines are 
the administrative procedures and policies (sometimes spelled out in 
law) that greatly affect the potential for cash management. Wisconsin 
has a system of centralized cash disbursement; rapid and centralized 
collections through lock boxes; one bank account; regulations requiring 
agencies to transfer funds immediately to the treasury; a centralized 
uniform accounting system, and a sophisticated, centralized, computer 
system. This centralized management capacity is lodged in a Depart­
ment of Administration which has considerable authority over manage­
ment systems and reports as well as budgeting and personnel. These 
factors certainly facilitate the development of a comprehensive state 
investment program. A'> the Wisconsin case shows, developing an exten­
sivP. investment program can occur in stages with an investment board, 
followed by a working bank(s), and sophisticated accounting and com­
puter systems, flexibility in investment instruments, and a custodian 
bank. 

Another 111 ... jor component in the present program is competent 
staff to manage over $2 billion in assets. However, the market for 
investment professionals is a national one, so it should not be difficult 
to attract personnel if reasonably competitive salaries are offered. It has 
been suggested that many state capitals offer pleasant living environ­
ments that many prospective employees would find desirable. 

An equally important issue is whether outside consultants should 
manage state investments or whether this important activity should be 
conducted by state employees. While States may wish to divide invest­
ment operations between government and nongovernment employees 
for a period of time to determine which group achieves greater succei;s, 
several items suggest that in-house investment may be the preferable 
course. First, responsibility for state investment operations should be 
nssu mecl by a sta~ ~ official who cnn be rewarded or disciplined based on 
performance. With delegation of this responsibility to an outside firm , 
there is less control of personnel, and little redress for poor investment 
performance except dismissal of the firm. Secondly, if state officials 
invest state funds, they nre investing some of their own retirement und 
tax funds, a procedure which is different than investing someone else's 
funds. Thirdly 1 and perhaps most importantly, in-house ;nvestmcnt sal· 
ary costs (for an equivalent level of service) will nearly always be signifi­
cantly less than private firms' sa lnrics. If tltis differential in salaries 
could be offset by higher investment returns from private consulting 
firms, there would be no problem. Private consulting services, however, 
hnve not consistently produced better investment yields than state in­
vestment officials. Finally, in-house investing has no administrative mnr­
l(cting or advertising expense. 

Jn sum, if the political obstacle:> can be overcome and translated 
into sntisfnctory legislation, then any State can begin developing the 
computer and nccounting programs .nnd bunking relationship needed to 
pursue nn efficient investment program. The State of Wisconsin appears 
to be managing its cash flow in such a way as to permit maximum 
investment opportunity. There arc no idle cash balances in Wisconsin, 
only a compensating balance to pay for bnnk services. There urc very 
few unutilized or unauthorized investment channels. 

In conclusion, the modifications described fo this report., nlmost 
always mandated by specific statute , h11ve resulted in 1m investment 
process in Wisconsin thut can serve as n model for other slate offtciuls in 
cvalua ting thei r investment practices. 
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FOOTNOTES 1. Derived from data presented in State of Wisconsin Investment Board 

1. Derived from data presented in State of Wisconsin Investment Roanl Annual Report 
for fiscal yea. ending June 30, 1975, p. 6. 

2. Ann11al Report, p. 8. 

3. The Legislative Audit Bureau reports tl1nt some state departments have u few small 
working or contingent checking uccounts which ore restricted for specific payments. 

4. Interdepartmental memo to J•at Huys, Dureau of Budget and Planning, from Peter J. 
Nelson, Assistant State Treasurer, November 28, 1975. 

5. lntcrdopa.rtmcntul memo to Pot Jlilys from Ken Engle, dated December 11, 1973. 

6. Investment Donni, "tnmunl of runctions, Goals, PoUcics, and Procedures," October 
15, 1974. 

7. Both amounts rcprc ....:n t Increases provided in . 915 Assembly Dill 222, Sections 256 
:ind 257, respectively. 

8. TI1e investment board ndtlres~s tJ1e socinl resp• nsibility issue in itsA111111a/ Ri:port for 
fisc:1l year ending June 30, 1975, pp. 19·20. 

9. Sec Stole of Wisoonsln Investment Do:1rd, "M. nual of Functions, Goals, Policies, n111I 
Proccdmcs," October 15, 1974. 

I 0. A number of rcst1icllons hnve been placed on the priV:lte financial tr11ns:ic1ions or 
boa.rd employees to prevent unelhienl behavior. No employee, including support personnel, 
may purchase u new stock or bond offering until It hus traded on one of U1e financial markets. 
In ndilit lon, 11 boud em1>loyoo cnnnot buy issues of 11 company ot the same limu ns th i bonru is 
adiling tJ1e issue to ils portfolio unless the employee cun demonstrate n long·term continuous 
pnllcrn or purchasing tJ1e spccinc iiisue. rurlhcrmoro, each Investment director must me with 
lhc cxccullve dhector 11 quurlurly report listing nil oqulty lrnnsactlons. rlnu lly, all board cm· 
ployccs' fodcrnl lax returns must be 5uhrnlttcd with the Wisconsin sL1tc t11 x return, und stutc 
returns urn uudltcil 1111111111lly. 

11. A111111nl Rcflorl , p. 13. 

12. A111111al Report, p. 18. 

13. "Mnnunl of r1111ctio11s, Gouts, l'ollcics, :11111 Procedures," pn~'ll 11 . It is ulso policy of 
thu honrd that "no investment !olmll be made In slock3 of companies whi;h sell as 11 subslontl11l 
proiluct liuc tobm:co, Hquor, or i;nmbling." 

14. Interview with Jomes Sowroncc, May 14, 1976. 

IS. Seo "llackground and Opomtlons of the l'rivute Plncl!mcnt Division," 11 paper prcpurcd 
l>y Hol>crt 1..ohel, Investment Director for Private l'l11ccmcnts. 

I 6. Oy pollc)• or the l>o111d, no private pl:iccmcnts :ire rnndc In tobacco and alcohol firms 
or in rc11l cstolc Investment trusts. Few placements hnvc been m:ii.lc in the insurance, finance, 
111111 mcdlc:il Oclds because or limited staff experience with thosu ureas. Norm:illy preference 
will l>e given to loans which goncrutc new jobs through cnpllnl cx1111nslon If the return Is n1!4rly 
cc1uivalcnt to other loan applications. No distinctions are rnndc aL-cordlr1g to ch:irncterisllcs or 
ei ther the ownCJ or company product lino llXCcpl those noted nbove. 

17. Nor muy tho pluccmcnls division entirely own n firrn, 11 policy oi.loptcil by the bonrcl'1 
trustees. Trustees, howovcr, will perm II the division director to si t on boorils of directors or 
vnrlou' companies. As tho lllri,'llat lcntlcr to many smullor nnns, ii would ho appropriate for the 
Investment bo11rd to be given u bonril !iC:Ot. '11!c curre11t division ili1cctor has 1.tccillcd mH lo 
become II lllUlllber or uny bonrds hU<.JU5Cl or I hllll con ~lraints. 

18. Seo the 1975 A111111nl Hc11ort, pages I), 10. 
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1~~. It is understood that much of this section of Wisconsin law wa~ derived from New 
'York SMutes {Chapter 260, Section 34). 

20. The 9.02 percent return on an average daily balance in tisci-.11974 of $662 million 
earned $5.9 million for tho State. In fiscal 1975, $54 million was gene~ated. 

21. According to investment agency officials, Wisconsin is or.e of a few States that uses 
the reverse repurchase agreement. TI1e South Dakota Investment Council, also a sophisticated 
state investment agency, has arranged double-reverse repurcha1,c agreements. In contrast to 
other state governments, tho investment board nonnally does noi\ invest heavily in bank certifi· 
cates of deposit. Certificates of deposit (CD's) limit investment fleXi1'ility because their rates 
are established for a given time period, thereby preventing investment officials from taking 
advantage of fluct11ating interest rates on otJu:r investments. Also, because CD's arc not collat­
eralized, CD's are not easily transferred in tho n<1tional market. 

22. Readers should note tl1at the board's tnx-<:xempt status is not the primary reason for 
its lower administrative expenses. In Table 2 the asset/expense comparison was computed with 
taxes excluded. 

23. The Wisconsin legislation was modeled after a 1973 local government investment 
program enacted in Oregon. In Oregon tl1e program was available at first only to county 
governments .and l:uger cities. Presently, the majc rity of local governments in Oregon :ire 
participating in U1c program, nnd the level of local funcls has expanded from $100 million to 
over $400 million. 

24. TI1e investment bo111d has not yet established criteria (such as minimum times for 
investments, types of investments, and restrictions on number of purchases) for tho trust fund. 

25. Memo from Peter Nelson, Office of the Wisconsin State Treasurer, July 1976. 

'26. The Department of Arlmlnistrution anticlputes that a monthly letter will be distrlb· 
uted to local officials whose citi.:s hnve funds in the pooled fund. However, it is unlikely that 
specific investments will be identified. 

27, In South Dakota, for example, state funds a.re robted each mo~th between two 
bunks, nnd a South Dakota official estimated that this costs the Stnte one dny's interest on $5 
miUion ci1ch month-<>r over $8,000 per ye111 (assuming a 5 percent interest rote and a 360-day 
year). 

28. Torom 1958 to ,1964 U1c state working bunk wns First Wisconsin National Bank of 
Mllwnukce; 1964 to 1976 the Marshall & Ilsley Bnnk (Milwaukee); and In 1976 First Wisconsin 
Is the stoic working bnnk. Only those two banks bid on the stale account although it hos been 
suggested nvc or six Wisconsin hanks arc lar1,oe enough to handle the State's account. 

29. These volume figures n.rc reported in un investment board staff memo to the trustees 
dated Juno 17, 1975. The number of deposit items wns provided by Peter Nel5on, Office of the 
Treasurer. 

30. Woshington Stoto adopted 11 lock box procedure for all slate tnx rcmlttunces in mill· 
1975. At that time, tho D<lpurlmcnt of Hovonuc anliclpnted n tcduetion in collection costs of 
$60,000 nnnuully nnd increased earnings of over $340,000 a year hued on ndditionnl Invest· 
mcnt through quicker h1x collection. '11lo bunk Involved handles the deposits without chn.rging 
the Stuto 11 foe. 

3 J. Token from 11 I 0-pogu mcmorantlum (plus appendices) pre pa.red hy Uu: Sta to of 
Wlsc-0nsin Investment Boord entitled "Specifications for l'ropo~ l.s to be the State Working 
Hank," dated October 15, 1975. 

32. Memo to trustees from the staff's State Working Dank Commit tee, dutcd Juno 17, 
1975. 

33. Lllttcr from Charles P. SmlU1, Wisconsin Stoic Tr.:nsurcr, to Jack Kiley, Admlnl• .. . · 
tivc Assistant to tlrc State Treasurer of Washington, doted July 19, 1972. 

34. Whconsln State Trc111urer Chillies r. Srnllh, l.:llcr to Jock Kiley. 

JS. Bused on Information compiled by thoA11wrlra11 /Jonker, 525 West 42nd Street, New 
Yor;· City. Doto 11rc for Juno JO, 1975. 
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1'1'5S..1 .. 1417A .). 

witd •h•ll l11fCll 1.lld rd1t.at IMNyt la lhc f•M &nd ~ire. M•ln, m.u.lft, illdudi.tlt lhc 
rurriwotuy¥0Li11i ria~la. Md ddpoM 9'~vaor.c:nu ol1hc f•nd. 

(7) R.u-.1UWMUlT OI Urffiijt$.. nic lol1lc ltc.UIUU •'-•Ii tkdun qu1rtedy • mui~llm ol 
O. lSI\ of 1ht 1t:10Ul'll of IM:OC'!'C tutimf rrom t>it ura\8.,_ ol 1hc fund duriflt 1ht pnca!Uic 
~lc.ncbr qunrr (ot 11C ac:t•al and nca::Moal')" upcmc:1 t...rnd by 1he 1uw i1 edtt1i1t11uU.11k 
r.nd. (I, Srruoa AC'C0.:"'1"S.. (11) The dtpenmut ol admloislnt.ioft U\111kttp1 tc"Jll s llCIOIM.at 
fotudt loc.I ~cnun~I ind ~• 'J rtO>td the 1Mfl,id111l arnoimu and Ow 1~h of JU .. otll.rntltt 
ol ad1 ~I ~nnmcnl°• moM')• iA ti.c fuNI. 

(b) 'The Mi te lrnWrtf duU npon '"°"l1 ly IO u<.h b:aJ otr.c\11 IM dtpoUU and -11Mr .. ,-1b 
ol lhc. pen:diti& mGltlh a.tel ... , Clhtr aaMt) • ith• IM M'QlHL 

ll.SS l.Md .,....,_. ,,_......,.._.,..._. (I, TM.re U at1ittd a \oaJ llO"ttrllnmt Im.I~ 
i11vnlrncftl (•ad Vftdcr the ji.Ndk'lloft. aad m1111.11r~C of lk ia1"CSll'lmt board. 

(l) Local fOt'tt"'llMllU •• Jc:rlMd la L U .SO (I) (d). may 1ru.'1ct &~ ll• Jtatt 1tu1um fot 
.tc:poMt i• lhc to:-..l IO"ft'MWfll H•M·iaia.tmmt f1t1ed UCUI cull (ot lal'CICmcflil "1 lhc i:stUC~I 
bolnl l..octJ 1CMtftmct1U &hall 1fU{iy IM: term o( h1.-otmt1l o( Cf:OftCl'I ll..Wure4. TM 
drp.nmrm ol ~ieittra.iiiof. shit tct •P a i.rP.rat.r accaM fot ud mt IO"'lf"r.t•L Tbr 
hHTH1M.n1 tio.rd 1haU ltuu1 uth ac:c:o.~t •SJ'rlldt t. iit~nu uthotiuid •Jl6tf a. lS. ll ()) 
(b). C~) 111nd (dt l. All i111cmt HX'nllna H 1 raalt ol 11Kb 111YCM1Dnt ..... II be tlSoc.ltcd to IK 
:.c:cwnt (Of •2lkh it •-.a ift•cstrd. The '"'dtmu11 boud Wll pm.cribc ndo dcluminU.1 lbc: 
Ul'Oll'HI • hicb M•)' be tr.all'rmd lo thh fwnd (ot ittt'CltmeJil tM Ute proaod .. .ra to be Jol1'JorN (ot 
maUn1 dtpoliu and wl1lwJr~ ... 1.: 

(JJ Admi•itustivt upc,_ws alloc11c:d '° IN: opcntbt ol thia (v.lld .t.all bt Md..acd '"°"' 
lntcml car!Md by Ulc (11fMI h1 , ,. •in<Mlnl llOC w c:.J.OOed O.l,t. per q.arttt o< llw ll!tnett o l'fliCd by 
lhc MJ'llr&lC KICOHlJ ia lhc (Hd, 

SECTION I . .U.01 Ci•c,.,), (I) ud II)(• ) olU.. ......... ,.,.,..Jod .. Nd: 
M.11~ , ....... ,...-...1.a ......... ...,, 
lll "'P'ublic de~"~ muaa moecrt lk.po&ited by tltic euu « u r cotl'tJ. cit)'. 

,Jlaic. t.na. dui1u,. diwriu. ~ di•trin. ICOool cl*rn "'"' dittrkl. or H)' ~. 
comm1tttt. to.td or otrar o( ••r ,.,,,,..,,..cal Altiqrisioa d IM tt't c.i or '"1COIU1olt~it.11.uc.. I• 
IAJ ''' " JMA~ a • .ni.ftp •Jld ltSI' ~-ty, ft'UHUI Mria:p b&ftl, Of Nlioftaf ~ . .. lft d~il Mlet 9t.i.1 
tbc m l pstoftKAI 'gpW(!~tmqt Cuod or tk kl$•1 msromrnt trvaJ 0 lnqtmq1 fnd, 
•ncll.ldifl& ptiotc: h1tdf. held W. 1rvsi by a p.Mic omen '" ,_.we ,,. ·· .,. ,.,,..;,,·• d 
~ 

lll l1,"'lftacl~dcpot.1'11 ~ml111P.bl.c dc:P'J1it••hittih1"' bec'ldcrodod•11bjca 
hi lht bl"~ 't r•k:l • lld rt:t•lft'°9/ 1thtM: 10 thM· aa::o111t1u 1td..l.hLllmlmcAl bowl'• nJg r1.t111, 
19 tmo,nll iom!pd ln tbs bi:al r9ftng1l H•1f•inm1mgp1 (v.,A 

.. · sEcttoN t: .. st.f,~ tfllitihiff11'1n .. i'i 'ii~i1Cd 10 . 
)•.7• UJ I• Md.it'°"'° thit dr~1orin t('Kit'kd 1._ •wb. e1>. tM b:-1 JO"t«'IM"-1 poor..J. 

ln,nlmc.nt hl'6 IJld the toul ptttMMftl ''••l·iaWstmcnl (111d m•y bt dc:t1Ju1ol u dc~tOtk:a 
r"' .. ,.nt1MJ1l purpolt:L 

~ECTION 10. )9.lS ti) of the 1u1i.t" 1utnndtd to rud. 
)t.l) (I J WbtM'f'tf •01 .. con1y bi.Mtd ~ W dni.1•t1•d • rot.1nl)' ~10fJ • 

. • • th I t ' t' •••4°•• Wu )9,74 lhc C011fll)' lrun1rtr t)iaft 
lkl"l'rt lhtrtt• H to011t It '1(cJ-.J all .fi.Mh LUI Wft't lo W. LbLlluuu.cU h a nch 1• l~I Clpt(tl J i1t 
r•C'U• ot the wm ._ l!:ll.lfnou.u i1 .... 1hori1cd b» ...a. in t.o.nl ti) ,...,,1 • ......._,~ '""" .. Clf'I 
ck~t •"'•II be d«tMd 10 t'C fa tM cwn11 tr«MtJ, •all ..U. lbs truunn ..ti.all f'IOC he: lubk (Ot 

,.,.., b,. llwfl'M tn111lu•1 fn:atl1W f.ul\ltt °' dc:fa111t1ol1.U. dtp)ailOf)' ; ' I ' IL 1 1h-..Jk 
Nu•ty t>o.~ or 1 OOJftmiuec u.,MC' "9.itH to.1 \ y h m.17 l•~nt uy had.I thtt WIM' 1•\0 M1 lbs 
mt&llll..Ll:b.WlU h1M.6 t. l.Maa o/ tliic MM ... ll:&JL...&1'uu ll H!boli.itd ~)' the CDMIJ boetd k1 
rd• 11• '°' Mnfft0di11c ••Hi 1hc: ,...,.. ol•ht~11•r'o 'bs 1oo1 ernm1~ 
jo •hr 'ecal panncpt l£11!•Josa1msn1 fwmt 0( i• .,.......,. ._,.,.. ~ bond• ct 1hci 
Ullttcd Slate-.« o( tn)' '°'"''OJ m1nlcip.b1y In 1hc lttll.r~ *rd ot COl•fNUtr m.17 
.,,11 wch '°'-"'Vlltla •ht• dttltcJ .cluubk. 

SECTION ll . ... 04 (J) of lhc: 111Mnlt MflCIMkd lo n.J 

... 
.. _04 Cn flliHUWt"'''- A•)' rooJy, CU)', 1tU•tc, t .. n. w:toot lftttn«, d1tillif1" dMUJCt. 

• JC•t'°"'41. tcd~11i.c.1I atwl .411!1 tJ.c..a15o. 4.-HICI. Clf ot'-ct IO'ffffl•llf bl.wt4 •~ dlf1Md bf t. J ' 01 
,., ~·,. i1 .. u ""' ul Ill rw..s .. ~ NllfMCh• ldJ M<'CkcS. flll t lnw dilPJiMtt IA"'' -....11 •. "''"''' btA.• 
ot ltv'M C'OflSW•J • "-'d• H n1ti.or11td to UHW<1 Nf.iMM l11 lt.4t tl•IC.. ' """' ll'9'Cdtp:aiu M t llllHfl& 
11'1 Miii lnOl'1 lh ... ON )'t•I, ot Ml Nfldt Of MC111,.tic.\ lntlofd CW fd tJl'ttted •• kl rtiM-1fMI 1-.d lflUIC:.I 
ul 1ht U.S ~UMW•tt. Of ti• cemmiw.oA, b!Mfd 0t lithe• 1N1i.11Ml'IUlil7 of 1M: U.S. '°""'""""'· 
Df ~' ut *'mies o1 .,., "°"'"''city. 1h•~•u.rt d1uun. \OC'llioMl, ltclrlniiul •"4 t4111lt cd~llOfl 
dlmin, "'lltfC... 10-a Of Kftlcw)l dnllKI ol tlllt .. II .. \Ir, Ill tlw: c:.tM rt a In-•. rhy or 'llbt<. ii1t ti\) 

:::.~"':,.c::~-=,~~~;,;~'. '::.,~,~,·~·r: ,::;~.~~~~1:~·.;~::·~~~r.~:':~ .. i 
I'""'°""""',.,.~ ..... W'l•tMllOf lrl)p.Mtw... ... tc Ille."'""'~ wr r1!1tU WlftJ 
~~...W...Wlllal:lll'WaWIU~ 

~~=~vr!.~·.:·;r,~."'~:::·,':~,~~t ~~~~,;~· ~~ ~.~~·,~·~ 
h11"t>ltd•Nikrd1 Ill. 

SECTION I>. ,., ..... ,...,............_ ( l • II' lhc 1'1t ul fllliill~M tupll\u.i.l.t;u coi.wul.t 
(Of llw G('nct of lhc •hie "Utllltf Ml NftMliiii 14 '61 "'IM M1h 1tt1. lllMt' 1erm~' lo W<1i0fU 
" ll lO" •"4 "11 lJ", 

IH IA th h.a of procuM 1t•.-. .... blllot:\ cum.nll4 ,.,, 1M dtPI'''"'"' tll ..tmlllbHttMM Ml 
M:C1lrofl l j IOI lil'llro.) ol Uw •l•l•ltt. Mnttt rclrrr11ee lo••,... "'1) )() .. tftod .. H .l) .. 

(), I A I~ lotol ,wsr .. m "tN'l•~ll11it\ UhtlNft J.'<d fot lht l,,.....•lrftf•I h:M11'4 Ill \ft'1~ I) 1•1 
"I/Irr •l•Ut'l f'. '"ti" rdu11a IQ W110fU "'U..)(f" od .. Ujf", 

SLCllOJ"ril U Cu• n.- ..,.;,, 1lit .. .,.""""' o/ •d•l1-.t1111111M fl 41t9lllld 10 ,.,,,..,, • 
"Plf1 ott HW Jr.'""11 t111•10f) •flll adMl"lnlflli u· Wl lf("-t•lt I~ pirw;•l•_ft: f{IJI lhil ,_, •• , iA b:°•I 
•\Mtl•"(c hi_,. 10 (JOU.hf\., lil•A•, ullffh• C'tllita 11'111 VMd dUHio:U f)c fft'IJfl. a t'IU fttlC• ., I 
''°"""'htr ('Off'lflOlftt to1t•ltlfllJ (,( llw Wtlt uru111rcr, rtrrtvftlllh'n ol tlw df:,-UIM'•U of 
.Jn1111b.11.11M ud pwbht ~1n11.n•. ud dnlJM'I• •f"f'll'l•l•I llJ 1tw k • aw W Wi.M'ua.a•• 
f91llfllitip.bht.t , tO.llllf botnh •M0(1.1d1:11t, WtK'CM!t•• llt•ua • "'9l1tl'°'9 1...J IM: W1WW1tl111 t<.,,,_'li:A 
la.Mid• 14t0-"'l• llofrli, •ll•lf be t111bm111td to IN: tOP<tllOf 1llJ IM k1i•l1t111 ...._ htu IAI" f1bot t') I, 
ltl1. u4 '*''" IMh•dc t.-1 MM bf llmlltd to 

llJ 1ht: idcAlirk•lk>ft t;4' m•J->t I.Jct! 1.J1111tite p.,tnflllt 

( J • TM '°'""not'°-' .,r ~~fM"I .ct..r.fwln cl!h" 1~11htd hr tuii.tc f.H ,,.,N.-lrwd bf 
.Jml11ltUt•l-e.nil."" 

I)) A 111 •~tiWM•I ol 1hc: ~'*1 ol •• • P1rrMJ1u 1N ~•lit• Ofl (1"4 b.tl• nt« alld tlrlc 
cro•lkiofl 111d "''"'"ff-""•' ot t!iii( ~hi• hod'" 

(4) the m1c1h °" 1i.c llo•• 9' ,.,.'C'h 1tiic '-"""''" ,.'""'"1 teHJ.1W• .. r. t'flaht.-NJ 
t ~) lM ... ,.cl el ('11111.-.1 pt)'1111i .. 1 tchtifa.a,. lA IM l."9fft1M• of ~11 1 ... ,~_.tc f""'l•l!IWlll 

01 kKOftl1MllidtliOlf" If dte...., .,,,.ult. f0t ••up. i• lhf •l11111ln QI Mli ..t ... 1.1ieoa11..c 
~'"'"""'" Q.lfl(• t•ll'IJ .... ,.)"'flllb .,... tiehlfld111)n 
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PAOPOSAL PO._,. TO IE 
THI: STATE Ol' lftSC'OllSlll l'OAlllKl BANK 

To: Sta le of Whcondn Jnve1t.811nt lkM!.rd 

Th• !ollovin9 conalitut•• our propo1a l to proville the 
Sta te of tilf1 1con1 ln' 1 Unklnq bu11n••• r.,qulr ... nt1 tor th• 
period ~ncln9 July 1, 1916, and t.1rain•bl• o:. ou.r part by 
9 h · n9 one ye&r • • not le•. 

Jt ln und1r 1tood that, • hould our propo1al be accepted, 
vo will be dH i9nat ed u (1) Stat e Marking .. nk , a nd (2) a 
Stt ' • de poaitory bank pu.r1u1nt to th• provi1lon1 oC • · lS.11 
l61J, Wlecond n St.atut1a. 

It l a further und1 r 1tood t.ha\. tM St.a te of Wh conlin 
lnvc1t.Nnt Board, ln lt• 101• dl1cr1 t lon, ••Y reject thla or 
any other propo1al. 

ln addition, thi l ban1t 19r111 t hat the l mt1 1ta1nt: Doard 
aay ••elude any apeciUc 11rvic1 or t:tl ... nt thereof in any 
contract vhlch a ay r • aUlt froa thl a prupo11l . 

~ 

Thi • bank offer• to provJde all of th• 11rvlc11 outlintKS 
ln th• t certain 1et of 1p.clflc:atloni1' d a t.d Octo'Mr 15, U7S a nd 
lab~led • specl!icatione for Pr opo1al a to be t h• Sta t e WOrlc.inq 
... k. · 

Thl a t>.nk a9rae1 t .hat it vill .. tn~aln dot11•nt. bal1nce1, 
a 1 directed, in de1 l9nated bank• for th• benetlt of th• aute. 
ln conllderic.lon, an ldontlcal uiount 1h1ll be 1ubtr1cted frOll 
th• net. collected t>.lenc• be fore a pplylnci th• C'a.s>4n••tlnq 
b.thnce for..ula outlined on pa9• 6 of' thh propo11l. 

Thi• b•nk aqr•• " th•t it will eftt1bl11h a nd .. .tnt.aln 1 
$10 •llllon open line of cr•dlt a nd allow dr1w1 19a ln1t. auch 
Uno by th• lith coneln buUdln9 C~llllon on the cond ltlon that 
any dr1v 19alnat the Un• of credi t ahall be a r inter~•t a t the 
rate of ___ , 
ot th• b a nk • 1 priM ru.e • • po1t1d ftOll t.lM to tlM. 

-1-

_,_ 

T IMl SClttOULE Ul<OU lllUCH 
THIS 11AN~ MILL C~tOlT Tiii STATE U&ASUU"'e 

ACC:Ollltl' MITH COl.UCT! O nJ!IOI 

TM • ban._ aqr•• • tha t a ll d 1pGel ta d• llv• r•d d1.1rlnq any 
workln9 d ay to it or ll • ""dllon Aq1nt, it a ny, v lll b9 e r edlttild 
to th• It.at• Tr111ure r ' • account • • thouqh they hlld be• n d•llv• r•cS 
to th• "l lwauk•• Dra och of th• Pwd• r • l flt1 ••rv• ••nlc on tho\t. •M• 
d • Y• 

ln addition thh ban~ aqu•t U1•t ll 111111 1 cr.clh l h• 
Slit~ Tr•••urer• 1 account wlth c:Q.lhc ted hmd• earll•r tha n th• 
Mllw• uk• • o ttlc • • Ch•dul• on l-he toll cwtn•• 

29 

Wh• n Cr•dt tttd 
15.,., day, i 
ttay dthrri«JI 



->-

Thie bonk 
and copyl1 
NUft9 It 

.'11 provide t hl tollowift9 •Y•t• t or check r•t.ri•• • l. 
' tor U'9 Tr•••u.r•r'• Office a.nd our t 1- table tor 
t , \11~~1. i • •• follaw1t 

J. T1- Table 

- 1-

~ 
l . ~oO• lt u ... 

( a l l1er l OCAl dej)Q• ll lt .. 

IM Pe r tt• n• tl d•po• tl lt• 

(O) P• r M1 l 1 r 1 HIM 

(dj lhn~ o.1xHat t le•••• • per lOOO 

l• I CCWJ:ion Jnt• .-.• l C(tll•t'll0."1 l • rVI C• 
per c::oul)On 

(tJ WI • c.--ond n o.o. i.ood Coupon a 
l'- t p nHnt. • UOft 

J . ~""2•r u-• 
1• 1 0.1.;o • ll lto.,et or c r ..th • ...n • ••cift 

l. 21h•r Sh•2~ IM .. r•l r,• !!. 

(a ) lthnk Ch•c k1 

tbl 

t e l 

td l 

t•I 

Ill 
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Cit • •r l•• A,c,o,c,r," , •M • 
JHtr 1000 Ch• ('\.• 

U I Ser l .. I - po r 1000 c t..e ko 

UI l • tl •• 0, 1, • M X • ~r 1000 
CMC'~ I 

• • cone& l t.t loft • p.r 1 t .. 

ltou "• bO••• - ••ch 

Kl c r otU•l nq ChH'l~• f or TU•• Ul•r 1• 
Ule • l>ttf Chtt(' 'i. 

Hl crot t el\• t"'h• fQr Tr1t• 1ur •r ' • u•• 
,,.., • lorut t ch• 

:: ~~:!!~:· -•:::•! ,~!or::c' • ' 



c. tockboa ae rvlce1 

l• l • 1thhold1119 

Ill • loyero d.,,..att report f or8 • 
l&Ch 

121 ll lcrof1la1"9 report for8 • H eh 

Cbl IOotor a nd l pec h l fuel 

(1) Motor f u_e l r e por t. f um - each 

Ul Specia l fuel r eport forw - .. cb 

Ill lllcrol11"1n9 report fono • .. ch 

(a ) reder• l Wire • each 

(bl knk Wire • H Ch 

(cl Te le phone advice - .. ch 

•· ¥ecurill•a Clflaunc• Se rvice• 

(a ) Tran1actlon - each 

'1. Gover,..nt. Mf\d l e rvia•• 

l• l per llOnd 

t. Tun•eor tatlon l•rvlc•• 

h) Cath plc~·ur Cto- ltat.e Trea1ur1r 1 1 
Ottlce , "•dhon - pe r t.r lp 

lbl Depoolt plrk•up lroa Depar-nt ol 
l'evenue , Ml lvau\e• - P41t t.r lp 

(c) Pick• up and de llve ry ot va rlOtJ a h .. a. 
(ch.eke , de poll t e , cance lled ch•c~. 
• icroru • • e tc. , no c 11h) round trip 
frc. Wo r ktn9 lank to "4td t1on olflc•• or 
ata t e Tr eael.ire r, Dep•r .... nt or J11v1n1.i11t, 
a nd O.p.rt.a. nt o r Traneport• llOft 
per r °"nd tr ip 

(d) l fNCh l \ourhr nan • 

tll redara l h1 11rv• lilan,, CMcaqo -
per ulp 

Ul Chlcoqo L<>op llan~• • por trip 

I n Uau o r • dlrac t. c hart• for u,. 1uvSC•• r•f•rrad t.o 
a bov1 , thh bank a flr••• \hat. lt MY be COlilpen•• \ ed lly col h ct.•d 
balanc111 if\ t.M It. at • Tr1atur1 r 11 11acovnt.. 

Th• beM • •""' l o or.tit. •• pay.•nt f or 1uoh cha r9•• 
an a-ount .qual to on• d.ay •1 1nt1&11t (cc-putad on • J60-day 
Y•""' uatnq 1n l nt.•r••l r a t • .. ,u• l lo __ , 
o l ,\ he "'°n\bly ... uv• o f ~h• to CU•UI d ay u,a, Tou ury 1111 
ta t. 1 on ••ah dolllr of coll• ot • d ba l ance• U ••• r•urY• 
ra«utr ... nt• o t tM r • d•t•l 1a1arv• B.tnk) l •t t on hand • •Ct\ d•y 
t inti the • »nth t n lM 8ta t e • a aCCO\lnt . 

••• r aporl• d In t he ~'f• IOnd l ur v • r 

I n t.h• • • • n\ tha t. tM appUou.1on ot thh f or.uh 

~~0:;:~; :":~·:! !.!: ::c:::d~~ :'::!~~! :~''!: io!~:C,".':~t.hY!••• 
d urq• • · Convaraa ly. th• lt• t • v& ll M k• up • nr datlelt by 
lMr•••1"'9 b•h_n.cc.1 t h• follow•"'> .onlh. 

Pated ~hi • - - d oy of ---- · u n . . 

. ..... or a.ni..1 - --- -------

A\ \eU t -----------

TU.ht ----- ------
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