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The State of Wisconsin Investment Board (SWIB) is a state agency
responsible for investing the assets of the Wisconsin Retirement
System, the State Investment Fund and five smaller trust funds
established by the State.  Investments are made according to the purpose
and risk profile of each trust.

SWIB is directed by a nine-person, independent Board of Trustees and
staffed with professional money managers and support personnel.  The
Board of Trustees  appoints the Executive Director of the Investment
Board. The Executive Director oversees the staff, develops and
recommends agency and investment policies for Board adoption, and
ensures adherence to state law and policies.

Mission
To provide prudent and cost-effective management of funds held in
trust by the State. This is achieved with solid investment returns,
consistent with the purpose and risk profile of each fund.

Goals
1. Establish a strategic direction based on best practices to anticipate
and meet the challenges of a fast paced financial world.

2. Earn above benchmark investment returns with an appropriate level
of risk.

3. Attract and retain skilled employees through appropriate
compensation, training, and succession planning.

4. Conduct all business in a cost-effective manner.

5. Provide a communications program that results in well-informed
and satisfied fund participants and policy makers.

6. Comply with investment policy guidelines, and legal, regulatory
and ethical standards.

About SWIB . . .
“Excellent performance; effective
management; efficient service; through
educated, ethical employees.”

Vision

To be a premier public investment or-
ganization, a place where professional
excellence and public service thrive.
Superior investment returns, the high-
est ethical and professional standards,
teamwork to support the investment
process and a rewarding work environ-
ment will make SWIB the investment
management organization of  choice.

Investment Guidelines at a
Glance ...

Investments must be within guide-
lines established  for each specific
fund.

Investments must qualify as prudent
under SWIB’s standard of  fiduciary
responsibility.

SWIB Seeks to ...

Diversify investments to manage risk
and minimize large exposure to
unpredictable events.

Invest in organizations that adhere
to prevailing laws and generally
accepted conduct standards.

Invest in organizations  that respect
the basic human rights of their
employees and clientele.
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A Message From the Chair
This millennial year brought major positive change to the State of Wisconsin
Investment Board (SWIB).  With the support of the Governor, Legislature, and
beneficiary groups in the Wisconsin Retirement System (WRS), we gained added
flexibility in managing our resources and the ability to provide more competitive
compensation for our investment staff.  These improvements will help us continue
to provide added value to the more than 463,000 people who depend on us to
manage their retirement funds.

The resources SWIB receives to manage agency operations are now indexed to
the amount of assets we manage.  For each $100 we invest, we can spend up to
2.75 cents for staff and internal support services.  Initially, this will help our
resources catch up with the nearly $50 billion growth in assets we experienced
over the last decade.  At the same time, it will reduce the need to rely on much
more expensive outside management.  In the future, our resources will grow at
the same rate as our assets.   We now also have more flexibility in the allocation
of our resources.  This will help us to make more effective and timely management
decisions in the highly competitive industry in which we operate.

Over the five years ending June 30, SWIB staff added $1.5 billion of additional
investment return over our performance benchmarks.  These extra dollars
contribute to improved retirement benefits and lower taxpayer costs to support
the WRS.  Our record has attracted the attention of national recruiters, and the
Board was losing a growing number of experienced investment staff to much
higher paying positions in the private sector.   A strong staff is too important to
our success for us to become just a “farm team” for other investment organizations.

With the help of a leading consultant to the investment industry, a new
compensation structure has been put in place.  Like all SWIB expenses, it is
being funded from investment earnings and is under the limits of our new indexed
budget.  This is a major step toward making SWIB the more competitive employer
we need to be if we are to fulfill our responsibility to WRS members and others
who invest with us.  It should help us retain our staff and build “bench strength”
by recruiting and developing future portfolio managers.

Our goal now is to demonstrate to policymakers and fund participants that their
support for SWIB is well placed.  We can best do that by building on our record
of solid investment performance. To that end, the Trustees have created a Strategic
Planning Committee as we continue to look to the future.  We will be working
with senior management on long-range planning and setting goals.

The challenges of being a competitive employer and an effective investor will
always be with us.   However, we have taken some large steps this year to ensure
that we are prepared.

Jon Hammes
Chairman
June 30, 2000

“A strong staff is too
important to our success
for us to become just a
“farm team” for other
investment organizations.”
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Executive Director’s Message
Today’s financial pages often  highlight a company’s latest quarterly earnings report,
which sends  its stock price plunging or soaring.  Frequently, the market’s reaction
to this short-term news seems to bear little relationship to a company’s intrinsic
value or its prospects for long-term success.

However, our investment strategy for the Wisconsin Retirement System (WRS)
Trust Funds takes a long-term view because of the extended nature of pension
obligations to current and future retirees.   Some investments may provide little
immediate return but offer potential for significant gains over a longer time horizon.
Investments in venture capital and private equity funds are two examples of this
type of investment strategy.

We also look for sectors or companies that are out of favor in the stock market
today and are undervalued based on their economic fundamentals.  This has led us
to a significant allocation to small company stocks.  While large company stocks
have outperformed smaller companies for a number of years, we believed  our
strategy would ultimately pay off.  It is gratifying to report that our small company
stock portfolio played a major role in our success this fiscal year, returning 54.8%
over the last 12 months and 20.6% annually over the last five years.

All stock portfolios and most fixed income portfolios managed by SWIB staff
surpassed their performance benchmarks on a one-, five- and ten-year basis as of
June 30.   The absolute returns for both the Fixed and Variable Funds surpassed
their benchmarks for all three time periods.   On a risk-adjusted basis, Fixed Fund
returns exceeded the performance benchmark on a five- and ten-year basis, while
the Variable Fund matched its benchmark.   I encourage you to learn more about
our strategy and performance in the pages that follow.

From January to June 2000 (the last half of this fiscal year), there was a significant
slowdown in the stock markets.  At the same time, the Wisconsin Supreme Court
has been reviewing a new law that would again give active WRS employees the
option of enrolling in the Variable Fund beginning January 1, 2001. If these changes
go into effect, participants are faced with a very important decision.

The Variable Fund is invested almost entirely in domestic and international stocks.
Over the long-term it has outperformed the Fixed Fund, but with more year-to-year
volatility. That volatility also directly impacts Variable Fund participants more so
than the Fixed Fund. If the Variable Fund reopens, we encourage anyone considering
this option to be fully informed about the potential risks and rewards before making
a decision.   Information is available from the Department of Employee Trust Funds
about provisions of the new law that could be important in your decision.

Our investment strategy for both the Fixed and Variable Funds will continue to
take a long-term view. The success of this strategy is time proven. The benefits of
that approach are not only reflected in our performance this year, but over time.

Patricia Lipton
Executive Director
June 30, 2000

“All stock portfolios and
most fixed income
portfolios managed by
SWIB staff surpassed their
performance benchmarks
on a one-, five- and ten-year
basis as of June 30.”
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Jon D. Hammes - Chair (Public Member)
President, Hammes Company, Brookfield

John Petersen III - Vice- Chair (Public Member)
President, Inland Investment Co., Madison

Eric O. Stanchfield - Secretary (Wisconsin Retirement Board Appointee)
Secretary, Department of Employee Trust Funds

Andrea Steen Crawford (Local Government Public Member )
Village Administrator, Village of Elm Grove

George H. Hahner (Teacher Retirement Board Appointee)
Retired Teacher, Racine

Jon D. Hammes (Public Member)
President, Hammes Company, Brookfield

George Lightbourn
Secretary, Department of Administration

James R. Nelsen (Public Member)
Investment Advisor, Loomis, Sayles & Company, Milwaukee

Albert O. Nicholas (Public Member)
Chairman/CEO Nicholas Company, Inc., Hartland

William R. Sauey (Public Member)
Chairman/President, Nordic Group of Companies, Ltd., Baraboo

Board of  Trustees

Left to right, seated front, John Petersen III, Jon Hammes, Eric Stanchfield.
Left to right, standing back, George Hahner, James Nelsen,  Albert Nicholas,
George Lightbourn, William Sauey, Andrea Steen Crawford.

Board  Members...
• Six public members

appointed by the Governor
and confirmed by the State
Senate including:

-- Four with at least 10 years
investment experience.

-- One with at least 10 years
financial experience and who
works  for a local government
in the LGIP.

• Teacher participant in the
WRS appointed by the
Teacher Retirement Board.

• Non teacher participant in
WRS appointed by the
Wisconsin Retirement Board.

• Secretary of  the Department
of Administration or
designee.

(Appointed members of  the Board
serve six-year terms.)

Board Responsibilities...

• Establish long-term
investment policies.

• Set guidelines for each
investment portfolio.

• Monitor investment
performance.
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Agency Management
Senior Management
Executive Director - Patricia Lipton

Assistant Executive Director - James M. Gannon

Chief Investment Officer - Public Fixed Income - Jon R. Traver

Chief Investment Officer - Public Equities - Joseph E. Gorman

Chief Financial Officer - George R. Natzke

Chief Administrative Officer - Kenneth W. Johnson

Chief Legal Officer - Keith L. Johnson

Director of Human Resources - Ledell Zellers

Director of Internal Audit - James W. Kaellner

Senior Investment Managers
Domestic Equities

Steven F. Hilmer

William A. McCorkle

John F. Nelson

Trisha L. Reopelle

International Equities
Charles D. Saunders

Private Equity
Jon R. Vanderploeg

Non Traditional
Michael  A. Wagner

Public Fixed Income
Sally J. Lee
Laurel A. Butler
John J. Zwadzich

Global Fixed Income
J. Alain Hung

Private Placements
James M. Gannon

Real Estate
Robert H. Severance

SWIB Staff  at a Glance...

• 104.5 authorized positions.

• A majority of  the invest-
ment staff holds or is
pursuing the Chartered
Financial Analyst (CFA)
designation.

• The Board adheres to the
industry standards of  the
Association for Investment
Management Research.

• Professional standards and
continuing education are
stressed for staff.
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Year In Review
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As of June 30, 2000, SWIB managed a total of $70.8 billion in
investments.  The largest portion represents the assets of the Wisconsin
Retirement System (WRS), the public pension funds for over 463,000
current or former employes of the state and most local governments.
The WRS includes the Fixed (balanced) Trust Fund and  the Variable
Trust Fund, which was closed to new participants in 1980.   It is the
10th largest public pension fund in the United States and the 20th
largest pension fund in the  world.

The State Investment Fund (SIF), which offers shorter-term
investments for state and local governments, is also managed by SWIB.
It totaled $4.5 billion of the assets.  The remaining assets are managed
for the State of Wisconsin within five various funds.

Investment Highlights

One-year Return
As of  June 30, 2000

Fixed Fund 12.5%
Benchmark 9.7%

Variable Fund 17.8%
Benchmark 12.6%
S&P 500 7.2%

SIF 5.5%
Benchmark 5.4%

Assets Under Management - June 30, 2000

Fund $ in Millions   % of Total
Wisconsin Retirement System $ 65,618 93%

Fixed Trust Fund 57,292 81
Variable Trust Fund 8,326 12

State Investment Fund* 4,503 6

Various Funds
Patients Compensation Fund 542 1
State Life Insurance Fund 68 -
Local Gov’t Property Insurance Fund 29 -
Historical Society Trust Fund 13 -
Tuition Trust Fund 6 -

Total $ 70,779 100%

*Excludes deposits from Fixed Trust Fund, Variable Trust Fund and Various Funds.

Assets Under
Management

Variable
Fund
12%

SIF 6%
Various
Funds

1%

Fixed Fund
81%
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Growth in Assets

(in billions)



State of Wisconsin - 13 - Investment Board

0

4

8

12

16

20

Total costs of the State of Wisconsin Investment Board include agency
operating expenses as well as fees paid to outside suppliers of investment
services.  In fiscal year 2000, agency operating expenses for staff
compensation overhead and equipment were $13.1 million.  Compared
to the average value of assets managed, the cost per $100 of securities
managed was 2 cents.

Fiscal Year Fiscal Year
Ended Ended

June 30, 2000 June 30, 1999
PROGRAM REVENUE AVAILABLE

Prior Year Balance $ 1,287,200 $ 1,443,400

RECEIPTS FROM:
State Investment Fund $ 776,600 $ 742,700
Fixed Retirement Trust Fund 12,146,300 10,347,300
Variable Retirement Trust Fund 1,358,800 1,240,300
Local Gov’t. Property Ins. Fund 25,100 17,100
State Life Insurance Fund 64,500 55,700
Historical Society Trust Fund 16,400 15,000
Patients Compensation 112,900 89,800
Tuition Trust Fund 18,400 10,600
Miscellaneous 23,500 9,100

Total Receipts $ 14,542,500 $12,527,600

TOTAL REVENUE AVAILABLE $ 15,829,700 $13,971,000

DISBURSEMENTS:
Salaries $ 7,030,700 $ 6,310,600
Fringe Benefits 2,036,200 1,899,000
Supplies & Equipment 4,036,000 4,474,200

AGENCY OPERATING EXPENSES $ 13,102,900 $12,683,800

CLOSING BALANCE $ 2,726,800 $ 1,287,200

Total costs also include external management fees paid to outside
advisors to actively manage up to 15% of the Fixed and Variable Fund
assets.  Costs of other support services include custodial banking services,
investment research, passive management fees, legal services and
advisory services.  These fees are charged directly to the current income
accounts of funds managed by SWIB.

Annually, SWIB participates in an independent review of costs compared
to other investment managers with similar objectives.  An analysis by
Cost Effectiveness Measurement, Inc. concluded that SWIB’s total cost
to manage the Fixed Fund in calendar year 1999 was 15 cents per $100
managed compared to 19 cents for managers with a similar mix of assets.

Management Costs

1999 at a Glance ...
• Total costs for all funds were

about 13.5¢ per $100
managed.

• All management costs are
funded with earnings of  the
funds managed.

Support
Services

53%
 External

Management
Fees
33%

 Agency
Operations
14%

Calendar Year 1999
Total Costs = $87.4 million

Total Costs
 per $100 Managed

Calendar Year 1999

15 cents 19 cents

SWIB
Fixed Fund

Typical
Fund
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2000 at a Glance ...
$1.2 billion new investments in
Wisconsin companies included:

• $414 million in high-quality,
commercial paper for public
utilities and other state firms.

• $364 million in certificates of
deposit issued by Wisconsin
banks and thrifts.

•  $212 million of new
investments in stock of  20
publicly held Wisconsin
companies.

• $116 million in equity and
loans in privately held
companies.

Five-year goals ...
• Invest between $2.2 and $3.9

billion in the state by 2004.

• Work with Department of
Commerce to identify
opportunities to add value.

• Explore ways to reach smaller
companies.

0 2 4 6 8 10

Investments in Wisconsin are made by the Investment Board by
either daily investment activity or through special efforts by the
SWIB staff.  New investments in Wisconsin companies totaled
$1.2 billion for the fiscal year ending  June 30, 2000, exceeding
the $1 billion mark for the third consecutive year.  These new
investments include companies headquartered in Wisconsin or with
a significant portion of their business activities in the state.  SWIB
set a goal to make between $2.2 and $3.9 billion in new investments
Wisconsin by 2004. Investments in Wisconsin follow the same
strict guidelines that apply to all SWIB investments.

New and existing investments in companies headquartered in
Wisconsin totaled $2.1 billion.  An additional $6.5 billion was
invested in companies with 20 or more Wisconsin employees,
bringing the total investments in companies with economic ties to
Wisconsin to $8.6 billion.

HEALTH CARE/HIGH-TECHNOLOGY
SWIB has committed up to $50 million of venture capital  to invest
in health care and high-technology companies in Wisconsin and
the Midwest.  There is a shortage of venture capital in this region
because venture capital markets are concentrated on the East and
West Coasts.  As a result, SWIB’s initiative has the potential to
earn attractive investment returns and spur development of a
leading edge industry in Wisconsin.

In 2000, SWIB signed agreements with two Wisconsin  venture capital
firms to commit up to $45 million.   The first commitment was up to
$20 million to the Madison-based Venture Investors Early Stage Fund
III.  Up to $20 million was also committed to the Milwaukee-based
Mason Wells with the potential for another $5 million for its Biomedical
Fund I. The research and investment decisions are the responsibility
of the managing partners of each of the respective venture capital
organizations.

These firms invest in early stage companies being developed and spun-
out of research institutions such as University of Wisconsin and
Medical College of Wisconsin. SWIB is open to considering additional
venture capital opportunities in Wisconsin that meet our fiduciary
requirements.

Wisconsin Focus

Investments with
Wisconsin Economic Ties

(in billions)

1999

2000

$8.7

$8.6
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Wisconsin Focus

2000 at a Glance ...

Investments impact Wisconsin’s
economy in other ways:

• Over $2 billion paid to nearly
103,000 retirees.

• Over 85% of  this money goes
to retirees who still live in
Wisconsin.

• Over 80% of  the cost of
retiree benefits is funded from
investment returns.

PRIVATE PLACEMENTS
Consideration is given to private loans starting at $3 million.
Wisconsin companies must pass the same credit tests used to
evaluate companies outside the state. The loans are long-term and
at market rates.

Lending guidelines generally include: a minimum of five years
operation with controlling owners and key management located
within the state; and a strong record of sales growth, profitability
and cash flow with reasonable levels of debt and equity. More
information  about  SWIB’s private loans is available by calling
(608) 266-1316 or visiting the website at http://swib.state.wi.us.

WISCONSIN CERTIFICATE OF DEPOSIT PROGRAM
SWIB’s Wisconsin Certificate of Deposit Program provides a
competitive rate of return on CDs purchased by SWIB from
Wisconsin banks and thrifts, which can then put more capital to
work in their communities. This year the Board provided an additional
$100 million to meet the growing interest from Wisconsin banks and
thrifts for CD purchases by SWIB, increasing the total available to
$400 million.

To make the Wisconsin CD Program more attractive and accessible,
SWIB teamed up with Bankers’ Bank and began offering more choices
in 1997. As a result of those changes, SWIB’s total CD purchases from
Wisconsin banks and thrifts has seen a 350% increase in three years.

Although it includes large statewide banks as well as locally owned
community banks, many of the institutions have assets of $50 million
or less.  Since the changes were initiated three years ago, program
involvement has grown to include more than 175 new banks and thrifts,
reaching institutions in more than 94% of Wisconsin’s counties.

Bankers’ Bank, which acts as the program administrator, works directly
with the individual banks and thrifts.  Wisconsin banks and thrifts
interested in participating in the Wisconsin CD Program should contact
Bankers’ Bank at 800-234-5584.
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Investor Responsibility
The goal of SWIB’s Investor Responsibility Program is to manage
SWIB’s rights as a shareholder to protect and enhance  returns  from its
holdings. The program identifies corporate governance strategies that
are likely to produce the best long-term financial results. SWIB strives
to protect our investment earnings by being proactive on corporate
governance issues. At the same time, we attempt to work with companies
on these issues.

SWIB seeks out opportunities to discuss key concerns,  including option
repricing, board and key committee independence, and poison pills,
with company management.  Our objective is to make every effort to
work cooperatively with a company on areas of concern.  SWIB often
uses two types of venues for communicating best practices on issues
affecting shareholder value; company meetings (proxy voting)  and
director training programs, such as the one being developed by the
University of Wisconsin-Madison.

CORPORATE GOVERNANCE
For the past several year’s, SWIB’s corporate governance program has
focused on the repricing stock options. While this remained an important
issue in fiscal year 2000, SWIB shifted its main focus to another issue:
independent directors.

Company boards should ideally be representative of shareholders and
therefore, SWIB supports boards which consist of a majority of directors
who are independent.  An independent director is someone whose only
real connection to the corporation is that person’s directorship. In
addition, key committees, such as nominating, compensation and audit
committees, should consist of independent directors. Electing directors
is the most important stock ownership right that shareholders can
exercise. By electing independent directors that represent their interests,
shareholders have a voice in holding the company accountable.

Stock options, or the right to buy company stock at a set price, are
issued to  enhance employee compensation.  If the stock price rises
above the set price, the option holder can earn a profit.  Option repricing
occurs when the company stock price falls and the management may
lower the set price. Such employee options can cause other shareholders
to experience an erosion of value. SWIB believes that a company should
be required to receive shareholder approval before repricing options.
SWIB’s efforts helped facilitate a major change in how businesses report
repriced options.  The Financial Accounting Standards Board now has
expensing requirements when options are repriced. Although this does
not eliminate option repricing, its does greatly reduce its use.

Investor Responsibility tools
used by SWIB include:

• Director training

• Proxy votes

• Shareholder resolutions

• Legal action

Corporate Governance at a
Glance ...

• SWIB voted 2000 proxies.

• SWIB worked with a number
of  companies to resolve
shareholder concerns.

• SWIB  lead a successful effort
to give shareholders more say
in  repricing stock options.

• SWIB worked with compa-
nies to establish independent
boards and all independent
directors on key committees.
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Investor Responsibility
SOCIAL RESPONSIBILITY
As with corporate governance issues, the focus of SWIB’s response to
social responsibility issues is to maximize shareholder value.  SWIB
believes that companies with socially unacceptable products or services
will feel the economic consequences of public disapproval.

For the fourth consecutive year, the majority of social issue resolutions
filed in the 2000 season were related to the environment. Each is
thoroughly reviewed by investment staff. Our final vote is based on
independent research and the staff’s knowledge of company and
industry practices. We seek to determine whether or not the company’s
actions are likely to have significant economic consequences as a result
of legal liabilities or product boycotts. In general, environmental
proposals were in three basic categories:

1) Proposals addressing specific allegations regarding a
company’s record of polluting or otherwise harming the
environment.

2) Resolutions requesting the adoption of the Coalition for
Environmentally Responsible Economies principles, which provide
a standard of measurement for corporate environment performance.

3) Introduction of new environmental proposals relating to the
production, use and marketing of genetically modified organisms.

Tobacco-related proposals -- including issues regarding advertising
and the prevention of youth smoking -- decreased  in the 2000 season
due to changes in marketing efforts by the tobacco industry. However,
this continues to be an important social issue. SWIB has supported
proposals that oppose advertising, promoting or distributing tobacco
products to youth.

Human rights is another of the important social issues, a trend that is
likely to continue as companies become more global in their operation.
SWIB reviews these issues on a case-by-case basis. Often these
situations require extensive independent analysis and direct
communications with the companies involved.

Our policies for voting on shareholder resolutions regarding social
issues reinforce our analysis as investors. These decisions are reviewed
with Trustees as necessary during the proxy season. In the end, use of
proxy votes for the sole purpose of promoting social or political causes
is contrary to our fiduciary responsibilities.

Social Responsibility  at a
Glance ...

• Approximately 200 social
issues were posed at companies
held by SWIB.

• Economic and financial
analysis of  investments
considers the impact of social
issues on the company’s
prospects for long-term
financial success.
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Funds Under Management
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More than 463,000 people participate in the WRS, including current
and former employees of Wisconsin’s state agencies and most local
governments. Contributions made to the WRS by these employees and
their employers are invested by the Investment Board to finance
retirement benefits.  Most employees who retire receive a pension
annuity initially determined by a formula utilizing years of service,
salary, and job type. The WRS is comprised of the Fixed Trust Fund
and the Variable Trust Fund.   As of June 30, 2000, the total assets of
the WRS were $65.6 billion.

FIXED TRUST FUND
The larger of the two trust funds comprising the Wisconsin Retirement
System is the Fixed Trust Fund totaling $57.3 billion.  All WRS members

have at least half — if not all — of their pension
account in the Fixed Trust Fund. It is a fully

diversified, balanced fund invested for the
long-term needs of the WRS.  It includes
a mixture of holdings, such as stocks,
bonds, and real estate.  Diversification
helps to stabilize the effects of market
changes. The  basic investment objective
of this trust fund is to achieve an average
8% annual return over the long-term and
a rate of return of  3.2% a year above wage-
rate growth. This objective is based on

market rate of return and actuarial assumptions
needed to meet obligations of the pension system.

VARIABLE TRUST FUND
Until 1980, new employees could put half of their pension fund

contributions into the Variable Fund.  After that
time, the Fund was closed by law.  However,

in 1999 the Wisconsin Legislature passed a
law to reopen the Variable Fund to active
employees effective January 1, 2001. The
law was being reviewed by the Wisconsin
Supreme Court during fiscal year 2000.
Approximately 10% of WRS members
participate in the Variable Fund. The
Variable Trust Fund totaled $8.3 billion at
the end of fiscal year 2000.  It is primarily a

stock fund with 98% invested in equities and
the remaining 2% in cash.  The Variable Fund

annuities  fully reflect the gains and losses of the
investments. Employees who chose this fund accept a higher

degree of risk for the potential of greater long-run returns.  The
investment objective of the Variable Trust Fund is to exceed similar
equity-oriented portfolios over a full market cycle.

Wisconsin Retirement System

International  Stocks 16%
Public Bonds

21%

Private Placements 6%

International/Global Bonds 6%

Real Estate 4%

Cash 2%

Alternative Investments 5%

International  Stocks 24%

Cash 2%

Domestic
 Stocks
 40%

Domestic Stocks
 74%

Alternative Investments
include ...

• Leveraged Buyouts
• Venture Capital
• Non Traditional Portfolio

0 235,000 470,000

Active Employees

Annuitants

Inactive Employees
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Investment Strategy
Successful investment returns are the result of several factors, with the
asset mix being one of the more significant considerations. Allocations
to stocks, bonds, and other asset classes have been determined by a
strategic process and are reviewed annually by the Board of Trustees.
Allocation targets are based on expected return and risk levels for each
asset class and the consideration of the payments that need to be made
to members of the retirement system. The purpose of the asset allocation
decision is to get the most return for the reasonable amount of risk
associated with the investments in the asset classes.

Daily decisions on what to buy and sell are made by the Investment
Board’s professional investment staff. All transactions are based on
the investment policies established by the Board of Trustees. SWIB is
required by law to make investments based on the best financial interest
of the trusts.  Following strict guidelines, investment transactions are
done with the good of the pension fund participants as the foremost
priority.

The Investment Board is organized into six investment groups—
Domestic Equities, International Equities, Public Fixed Income, Private
Placements, Real Estate, and Non Traditional. The  investment directors,
portfolio managers, analysts, and traders in each group are responsible
for investment decisions in their markets. The investment groups are
supported by legal, operations and administrative staff.

Most of the investments are managed by the Investment Board staff.
However, external managers can be used to actively manage up to 15%
of the total assets of the Fixed and Variable Trust Funds.  While it is
generally less expensive for the staff to manage most assets, outside
managers are used to manage investments involving specific skills or
locations that make direct management impractical or less cost effective.

Outside advisors are currently used to manage a portion of our
international investments and our quantitative domestic equities
portfolios.  Managers are selected according to investment style,
performance, experience and fee structure. The same investment criteria
are followed by  internal and outside managers.

Passive management is used for approximately 40% of the assets of
the Fixed Trust Fund and nearly 55% of the Variable Trust Fund assets.
Passive management includes investments in funds which provide the
same returns a market index, such as the S&P 500.

Passive
40%

Active Inside
46%

Active
Outside

14%

Asset  allocation is ...

• The most important decision
affecting total investment
return.

• Reviewed annually with
assistance of  outside experts.

• Approved by the Board of
Trustees.

Passive
55%

Active Inside
31%

Active
Outside

14%

Fixed Fund Strategy

Variable Fund Strategy
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WRS Portfolio Highlights

Domestic stock portfolios
are generally based on the
following criteria:

• Small cap - market
capitalization up to $1.5
billion.

• Mid cap - market
capitalizations of $1 to $10
billion.

• Large cap - capitalization
over $3 billion.

• Quantitative - large
capitalization stocks, systematic
selection and risk control.

EQUITIES
The largest portion of WRS trust fund assets is invested in stocks, also
called equities.  As of June 30, 2000,  equities totaled $40.6 billion, or
62% of the assets of the Fixed and Variable Trust Funds. These
investments primarily consist of common stock in domestic and
international companies.  Equity holdings also include private equity
and emerging market investments.

Domestic Stocks
Domestic stock holdings totaled $29.2 billion diversified among small,
mid-size and large companies.  Over 33% was actively managed in
three internal portfolios and two external portfolios.  Each of these
portfolios concentrates on a different segment of the market and is
broadly diversified.  The remainder was passively managed in three
index funds. During the first three quarters of the fiscal year, technology
investments remained strong.  However, by the fourth quarter,
traditional company stocks, in general, gained strength as the
technology sector saw a significant downturn.

S&P 500 Index Fund. The Standard & Poor’s Index of 500 large
company stocks is represented in this portfolio. The investment
objectives are to add diversity to equity portfolios, facilitate asset
allocation, and complement SWIB’s active investment style.  As of
June 30, 2000, the market value was $17.3 billion.

Large Cap Portfolio, managed by William  McCorkle. This
portfolio concentrates on larger capitalization stocks, such as those
found in the S&P 500, which have solid business fundamentals and
above average long-term growth prospects. For the fiscal year, the
performance was driven by strong returns from several technology
stocks, as well as a number of more defensive growth stocks. A major
contributor to the  performance resulted in the decision to underweight
in technology stocks during the latter half of the fiscal year, protecting
the portfolio during the major sell-off of technology stocks when the
sector started to decline in April and May. As of June 30, 2000, the
market value was $2.4 billion, excluding cash.

Quantitative Portfolios.  The investment firms of Grantham, Mayo,
van Otterloo (GMO) and JP Morgan began managing these two
portfolios in June 1998.  These portfolios use proprietary computer
models  that automate the process of evaluating particular stocks.  The
investment style falls between a fundamental strategy and a passive,
or index, strategy.  As of June 30, 2000, the  market value was $645
million for the GMO portfolio and $660 million for the JP Morgan
portfolio, excluding cash.

Equities

International
Stocks
26%

Domestic
Stocks
72%

Emerging
Markets
2%
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Mid Cap Portfolio, managed by Steve Hilmer. This portfolio sought
companies or industries with positive fundamental change occurring.
Again, technology stocks were hot and provided some excellent
investment opportunities in the first three quarters of the fiscal year. In
the final quarter, the market experienced a significant correction and
old economy stocks (non technology based) made a comeback.  At the
same time, the portfolio shifted from the technology sector to more
traditional stocks. The portfolio also went through a restructuring during
the second half of the fiscal year when its size was reduced from about
$5 billion.  As of June 30, 2000, the portfolio these investments were
valued at $2.4 billion, excluding cash.

Mid Cap Index Fund. This Fund invests in mid-sized companies of
approximately  $1 billion to $5 billion in market capitalization.  As of
June 30, 2000, the market value was $1.4 billion.

Small Cap Portfolio, managed by John Nelson. This portfolio
continues to look to  leading edge companies in high growth industries
for the best opportunities.  Some of the companies in this portfolio are
among the fastest growing in the market.  The portfolio had significant
holdings in undervalued companies with promising outlooks in the
technology and health care sectors through the end of the first half of
the fiscal year. This position had a significant pay-off in the second
half.   As of June 30, 2000, the portfolio market value was $3.6 billion,
excluding cash.

Small Cap Index Fund.  This portfolio represents companies in the
Russell 2000 Index of US stocks.  As of June 30, 2000, the market
value was $745 million.

International Stocks
Investments in stocks traded on foreign markets totalled $10.6 billion.
Investments are divided among an internally managed portfolio,
externally managed portfolios and an index fund. SWIB limits
investments to countries rated “free” or “partly free” by the Freedom
House Index.

International (Internal) Portfolio, managed by Charles Saunders.
Initially, this year this portfolio focused on capitalizing upon the growth
in new economy stocks and, at the same time, maintaining a prudent
exposure to under appreciated value names. The portfolio during the
fiscal year, did not reflect an overweighting in any particular region or
country. The international markets were highly volatile, however
performance remained strong due to the individual selections of the
portfolio. As of June 30, 2000, the market value was $4.4 billion,
excluding cash.

WRS Portfolio Highlights

S&P 500
Index Fund

59%

Mid Cap
9%

Mid Cap
Index
4%

Small Cap Index
3%

Small
Cap
12%

Quantitative
5%

Domestic Stocks

 Large
 Cap
8%

International Stocks
Passive 10%

Internal
Portfolio

42%

External
Portfolios

48%
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WRS Portfolio Highlights
International (External) Portfolios.  Capital Guardian Trust, Mor-
gan Stanley Asset Management and Baillie Gifford manage these port-
folios.  These portfolios have the same mandate as the internally man-
aged international portfolio.  As of June 30, 2000 net assets were val-
ued at $5.1 billion, excluding cash.

International  Equities Index Fund.  The non-US developed markets
in Europe, Asia and the Far East (EAFE) are represented in this portfo-
lio.  As of June 30, 2000, the market value was $1.1 billion.

Emerging Markets
SWIB’s equity investments in emerging markets focus on developing
countries.  These investments are managed in two externally managed
funds: the Capital International Emerging Markets Growth Fund and
the Genesis Emerging Markets Fund.  The fund’s  investments were
valued at $883 million on June 30, 2000.

FIXED INCOME
Fixed income investments represented $19.1 billion of WRS assets as
of June 30, 2000.  All were holdings of the Fixed Retirement Fund.
These investments include government and corporate bonds and long-
term loans.  They are consistent with standard pension asset manage-
ment practices of maintaining a significant position of lower risk, fixed
income assets that provide safety of principal and market rate returns.

Public Bonds
The public bond portfolios invest in public fixed income assets of
primarily high to medium quality with commensurate returns. The
portfolios are broadly diversified by maturity, credit ratings, and sectors,
including government, agency, corporate, and Yankee securities. During
the past fiscal year, the Public Fixed Income division also made  strategic
changes that resulted in the restructuring of some public bond portfolios.

Central banks around the world, with the exception of Japan, increased
interest rates because economic growth had advanced at a much faster
pace than originally expected.  As a result, bond yields rose significantly
on short maturity bonds and only slightly on longer maturity bonds.
The latter phenomenon was because  healthy government revenues and
the lack of dramatic rise in inflation did not indicate that rapid growth
was a long-term concern. In Japan, the economy continued to suffer
from no growth in domestic demand.  Bond yields remained extremely
low at 1.70% on 10-year bonds. In general, the public bond market was
slightly stronger than the previous year, but its performance remained
below average. SWIB’s returns, as a whole, were up.

Public
Bonds
62%

International/
Global Bonds

18%

Private
Placements

17%

Emerging
Markets

1%

Fixed Income
Real Estate
Mortgages

2%
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WRS Portfolio Highlights
Long Government/Corporate Portfolio, managed by John
Zwadzich.  This portfolio (formerly the Core Public Bonds)  is a broadly
diversified set of marketable, longer duration government and  corporate
bonds. Due to a restructuring later in the fiscal year, this portfolio’s
size was reduced from $3.7 billion to about $2.6 billion. The portfolio
maintained a relative overweighting of industrials versus utilities.
Despite a slight increase in interest rates, the average maturity remained
stable.  As of June 30, 2000, the portfolio market value was $2.6 billion,
excluding cash.

Intermediate Government/Corporate Portfolio, managed by Sally
Lee. In February 2000, as a result of the annual asset allocation review,
it was decided to rebalance the Public Fixed Income portfolios to better
reflect the investment universe of government and corporate securities.
As a result, this portfolio was given a new mandate changing the focus
from a longer maturity to an intermediate maturity portfolio. In the
latter half of the fiscal year, the portfolio’s average maturity was
shortened from a little over 11 years to its current five years.  On June
30, 2000, the portfolio market value was $3.6 billion, excluding cash.

Lehman Aggregate Index Fund.  This portfolio includes a broad
representation of the public and corporate markets.  The portfolio was
valued at $5.7 billion.

International/Global Bonds
International/global fixed income investments include holdings in
developed foreign markets and the US. SWIB limits investments to
countries rated “free” or “partly free” by the Freedom House Index.

Global Fixed Income (Internal) Portfolio, managed by Alain Hung.
This portfolio maintained a slightly defensive interest rate position in
the first half of the fiscal year as bond yields came under pressure. In
the second half, it moved to a more neutral position as the outlook for
government fiscal position in the US and Europe became positive. The
portfolio had more interest rate risk exposure to European bonds.

Throughout the fiscal year, it remained underweight in Japanese
government bonds on  the premise that it makes little economic sense
in the long-run to own bonds that have such low yields. The fiscal
outlook remained extremely negative. In terms of currency strategy, a
short position in the Japanese Yen had a negative impact on the portfolio.
As of June 30, 2000, the portfolio’s market value was $972 million,
excluding cash.
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Global Fixed Income (External) Portfolios.  These portfolios are
managed by Brinson Partners, Morgan Grenfell and Nomura Asset
Management. They have the same mandate as the internally managed
portfolio.  As of June 30, 2000, net assets were valued at $2.2 billion,
excluding cash.

Global Fixed Income Index Fund.  This portfolio invests in US and
international fixed income markets, as represented by the Salomon World
Government Bond Index. As of June 30, 2000, the investments were
valued at $222 million.

Real Estate Mortgages
The real estate mortgage program enables SWIB to take advantage of
mortgage investment opportunities in commercial real estate.  SWIB is
a joint investor with Northwestern Mutual, which originates all of the
loans that are then  reviewed by SWIB’s staff before a commitment to
invest is made.  As of June 30, 2000, the market value of this portfolio
was $363 million, excluding cash.

Emerging Markets
Emerging market investments focus on developing countries.  These
investments are managed in the Morgan Grenfell Emerging Markets Fund
and the Salomon Brothers Emerging Markets Fund.   As of June 30,
2000, the investments were valued at $154 million, excluding cash.

Private Placements
Private Placements Portfolio, managed by James Gannon.  SWIB
makes direct, long-term loans to companies located throughout the United
States. In many cases, SWIB is a co-lender with other public or private
investors.  Occasionally, these investments include a component of
company ownership. Loans are made at fixed rates of interest. Typically,
a company must demonstrate a record of good management, sales growth,
profitability and cash flow, along with reasonable levels of existing debt
and equity.  As of June 30, 2000, the portfolio was valued at $3.3 billion,
excluding cash.

REAL ESTATE
Real Estate Portfolio, managed by Robert Severance. This portfolio
invests in commercial real estate as a sole direct owner, or in joint ventures
and partnerships.  The portfolio is diversified by US regions and by
property type. The investment objective is to add diversity, provide long-
term stability and act as a hedge against inflation.

Generally, the domestic real estate markets showed less volatility as a
result of a  good balance of supply/demand in most of the country.   Office
space, apartments and bulk distribution properties lead in performance,

WRS Portfolio Highlights
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followed by lodging facilities. Much of the retail product struggled
because of excess supply and concerns of the effects of sales over the
Internet. The  portfolio has implemented long-term strategies in both the
international and domestic markets which may have a negative short-
term impact, but should produce superior returns in the long run.  As of
June 30, 2000, the market value was $2.0 billion, excluding cash.

ALTERNATIVE INVESTMENTS
The asset allocation for the Fixed Trust Fund targets 5% of the fund’s
assets to alternative investments. These investments carry greater risk,
but offer the prospect of greater return.

Leveraged Buyout (LBO) Portfolio, managed by Jon Vanderploeg.
This portfolio invests in partnerships that seek superior returns from a
combination of closely-held ownership and leverage.  Many of these
investments are focused primarily on long-term commitments. The portfolio’s
five-year performance continues to be good.  During the past year, there
was a relatively heavier  commitment to small buyouts. This portfolio is
diversified by investment size and strategy, as well as geography.  As of
June 30, 2000, investments were valued at $1.1 billion, excluding cash.

Venture Capital Portfolio, managed by Jon Vanderploeg.  Selected
venture capital funds, which in  turn invest in various stages of a new
company’s development, are the focus of this portfolio. Investments are
diversified across different stages of a company’s development and by
geographic area.  The  venture capital sector was very strong due largely
to the hot initial public offerings market.  The long-term performance
remains good. The portfolio had a bigger commitment to international
investments during the past fiscal year.  As of June 30, 2000, the portfolio
market value was $310 million, excluding cash.

Non Traditional Portfolio, managed by Michael Wagner.  This
portfolio is structured to invest opportunistically across asset classes in
domestic and foreign markets.  Investments include public and private
equities, fixed income instruments, partnerships and structured
investments in the markets of  the US, Eastern Europe, Asia and South
America.  During the fiscal year, the portfolio was repositioned to focus
more on opportunities in private equity. However, a majority of the
portfolio was invested in public equities awaiting additional investment
opportunities in the private sector. As of June 30, 2000, the market value
was $1.4 billion, excluding cash.

CASH
Temporary cash balances awaiting permanent investment are invested
in short-term and intermediate-term investments. They include obligations
of the US government and its agencies as well as high quality commercial
bank and corporate debt obligations.  As of June 30, 2000, the WRS
funds held $1.1 billion in cash balances.

WRS Portfolio Highlights
Alternative Investments

Venture Capital 1%

Leveraged
Buyout

40% Non Traditional
49%
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Higher investment income means lower taxpayer and employee costs,
as well as increased payments to beneficiaries to offset inflation.  Lower
investment income ultimately means higher payments by taxpayers
and employees.  Wisconsin’s retirement  system permits increased
payments to beneficiaries if investment results exceed the amount
necessary to maintain level payments.  In addition, investment results
directly affect the benefits paid to employees who terminate their
employment prior to retirement, and the benefits paid to their surviving
beneficiaries.

INCOME CREDITS
The credit, or income paid at the end of each year, is expressed as a
percentage of the year’s beginning balance in the participant’s account.
The Fixed Trust Fund income credit is based on an established formula.
The credit equals (a) the Fixed Trust Fund’s annual dividend and
interest income plus (b) 20% of the accumulated capital gains and losses
of the Fixed Trust Fund.  Capital gains and losses are spread over
several years to stabilize the Fixed Trust Fund income credit and smooth
overall returns to participant accounts.

The Variable Trust Fund income credit consists of income plus capital
gains and losses of the Fund, with no averaging or stabilizing provision.
Since the Variable Trust Fund is invested almost entirely in common
stocks, the inherent volatility of the stock market results in widely
varying annual returns.

TOTAL RATE OF RETURN
While income credits reflect SWIB’s performance in a meaningful
way to beneficiaries, they differ from measures commonly used to
evaluate investment management.  Total rate of return (time-weighted)
is widely accepted for comparing investment results.  It combines
current yield plus changes in current market value.

The income credit for the Fixed Trust Fund is similar to the yield
(dividends and interest).  This is because the income credit primarily
reflects cash received by the Fixed Trust Fund.  The Fixed Trust Fund
income credit is comparatively stable and is less susceptible to
fluctuations.

The income credit for the Variable Trust Fund, on the other hand, is
close to the total return of that fund, fully reflecting changes in market
value as well as yield.  The deviations between Variable Trust Fund
income credit and total rate of return reflect non-investment changes
such as changes in reserves, turnover, and the timing of payments.

Investment Results
Annual Income Credits

Year Fixed Variable
Ended Trust Trust
12/31 Fund*  Fund*

1990 8.6% -11.0%
1991 12.1 28.0
1992 10.2 11.0
1993 11.0 17.0
1994 7.7 0.0
1995 11.3 27.0
1996 12.5 20.0
1997 12.8 23.0
1998 13.1 18.0
1999 13.5 28.0

*Historical data based upon results for the
Wisconsin Retirement System.

Total Rate of  Return
As of  June 30, 2000

Fiscal Fixed Variable
Year Trust Trust

Fund Fund

1991 6.7% 2.9%
1992 13.2 13.0
1993 14.2 15.0
1994 3.8 6.1
1995 16.7 19.6
1996 14.8 20.1
1997 18.9 25.0
1998 17.6 20.6
1999 9.8 15.1
2000 12.5 17.8

10 Yr. Avg. 12.7% 15.3%
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Investment Results
FIXED TRUST FUND
Perhaps the most important measure of results is performance compared
with established investment objectives.  An objective for the Fixed
Trust Fund is to exceed a benchmark composed of market indices and
investment manager returns weighted to reflect adopted asset allocation
policies.  Another objective is to exceed wage rate growth by 3.2% per
year over long periods of time.  This objective is consistent with future
actuarial expectations of the retirement plan.  National wage rate growth
is selected rather than the plan-participant wage growth experience
because national measures are believed to better represent long-term
wage trends. The results indicate that Fixed Trust Fund returns were
above wage-rate growth and the established benchmark for all three
time periods as of June 30, 2000.  This is the 13th consecutive year
that the ten-year results have exceeded the wage-rate growth objective.

VARIABLE TRUST FUND
For the Variable Trust Fund, our objective is to equal or exceed the
S&P 500 Index (with income added).  The S&P 500 Index is widely
regarded as a good measure of average results for larger US common
stock funds.  Another objective of the Variable Fund is to equal or
exceed a broad equity benchmark more closely resembling SWIB’s
mixture of US and non-US equity assets. The Variable Fund was ahead
of its benchmark for all three periods as of June 30, 2000.

FUNDING STATUS
The main objective is to provide the long-term funding needed to pay
the pension benefits for participants in the retirement system.  The
most recent actuarial review of the WRS is provided below.

Wisconsin Retirement System  - Requirements and Resources
December 31, 1999

Requirements Present Value (in millions)
Total estimated Retirement System $ 58,801.7

Resources
Present Retirement System Resources $ 49,403.7

Estimated Value of Future Contributions
For Prior Services 2,145.8

Estimated Value of Future Participant
Contributions for Future Services  4,847.7

Estimated Value of Future Employer
Contributions for Future Services 2,404.5

$ 58,801.7
Source: Department of Employee Trust Funds

FIXED TRUST FUND
RETURN VS. OBJECTIVES

Ending June 30, 2000

1 Yr. 5 Yrs. 10 Yrs.

Fixed Fund 12.5% 14.7% 12.7%

Benchmark 9.7 14.2 12.0
National Wage
Rate Growth 5.5 4.2 3.7

GDP (current $) 7.9 6.1 5.5

VARIABLE TRUST FUND
RETURN VS. OBJECTIVES

Ending June 30, 2000

1 Yr. 5 Yrs. 10 Yrs.

Variable Fund 17.8% 19.7% 15.3%

Benchmark 12.6 18.9 15.1

S&P 500 Index 7.2 23.8 17.8
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State Investment Fund

State Investment Fund
Annualized Time-Weighted

Returns

Fiscal Year Return
1991 8.2%
1992 6.2
1993 4.1
1994 3.9
1995 5.4
1996 5.4
1997 5.3
1998 5.4
1999 5.0
2000 5.5

SIF at a Glance:

• SIF provided a superior rate

of  return, ranking 5th out of

224 government money

market funds.

Government &
Agency Holdings

75.4%
 Commercial Paper 0.8%

Repurchase Agreements 15.6%

Mortgage Backed Securities 0.1%
 Asset Backed Securities 0.4%

The State Investment Fund (SIF), managed by Laurel Butler,  is a
pool of cash balances of various state and local governmental units.
The objectives of this fund are to provide liquidity, safety of principal,
and a reasonable rate of return.  The Public Fixed Income Group
manages the State Investment Fund. It is mainly comprised of funds
from three areas.

The SIF includes retirement trust funds cash balances, which are
pending longer-term investment by SWIB’s other investment divisions.
This fund also functions as the State’s cash management fund.  By
pooling the idle cash balances of all state funds, it provides the State’s
general fund with the needed liquidity for operating expenses. There
are 47 participating state agencies in this fund. In addition, over 1,100

local units of government deposit revenues
in the SIF until they are needed. These
funds are commingled in the Local
Government Investment Pool (LGIP).

The cash balances available for
investment vary daily as cash is
accumulated or withdrawn from the
various funds. It is invested primarily
in obligations of the US government
and its agencies, and high quality
commercial bank and corporate debt

obligations.  Total investments of the
State Investment Fund as of June 30, 2000

were $5.1 billion.

The SIF maintained a shorter average maturity for the fiscal year ending
June 30, 2000. The strength of the US economy, evidenced by a strong
consumer demand, tight labor markets and increasing signs of potential
inflations, led the Federal Reserve to raise short-term rates fives times.
The ability to purchase investments with higher rates resulted in a
total increase of one and one-half points (150 basis points).

To achieve safety of principal and liquidity, the SIF adheres to rigorous
quality standards, careful attention to maturity schedules and emphasis
on high marketability.  Enhanced return is sought through intensive
portfolio management, which considers probable changes in the general
structure of interest rates.

Earnings for the State Investment Fund are calculated and distributed
monthly, based on the participant’s average daily balance as a percent
of the total pool. Returns are listed in the accompanying table.

Distribution of Investments

Certificates of  Deposit 7.7%
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For more information about Local
Government Property Insurance
contact the Office of the
Commissioner of Insurance at:

• information@oci.state.wi.us

• (608) 266-3585 (Madison)

• (800) 236-8517 (toll-free)

For more information about the
State Historical Society, contact the
Society at:

 • (608) 264-6400 (Madison)

Stocks
66%

Cash & Equivalents
4%

Bonds
30%

Bonds
42%

Cash &
Equivalents

58%

HISTORICAL SOCIETY TRUST FUND
The State Historical Society of Wisconsin is both a state agency and a
private membership organization. It is the oldest American historical
society to receive continuous public funding.  SWIB is responsible for
investing the endowment funds of the Society to help with its goal to
promote a wider appreciation of the American heritage with an emphasis
on the collection, advancement, and dissemination of knowledge of
the history of Wisconsin and the region.  The Society serves as the
archives of the State of Wisconsin; maintains a museum, library, research
facility, a statewide system of historic sites, and affiliated local societies;
it administers a broad program of historic preservation  and publishes
historical materials.

The Historical Society’s investment portfolio, managed by William
McCorkle,  invests the endowment funds with a total return objective
and emphasizes common stock investments.  As of June 30, 2000, the
market value of the portfolio was $13.3 million.

Various Funds

LOCAL GOVERNMENT PROPERTY INSURANCE FUND
The purpose of the Fund is to make reasonably priced property insurance
available for tax-supported local government property such as
government buildings, schools, libraries, and motor vehicles. The Fund
provides policy and claim service to the policyholders.

The Local Government Property  Insurance investment portfolio,
managed by Laurel Butler, has a total return objective, emphasizing
fixed income instruments. As of June 30, 2000, the market value was
$28.6 million.

June 30, 2000 June 30, 1999
Bonds $ 4,015,406 $ 4,125,672
Stocks 8,725,212 7,124,507
Cash and Cash

Equivalents 565,001 870,915
TOTAL $13,305,619 $ 12,121,094

June 30, 2000 June 30,1999
Bonds $ 11,964,842 $ 16,152,090
Cash and Cash

Equivalents 16,614,209 5,623,012
TOTAL $28,579,050 $ 21,775,102

Historical Society
Trust Fund

Local Government Property
Insurance Fund
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For more information about the
Patients Compensation  Fund,
contact the Office of the
Commissioner of Insurance at:
• information@oci.state.wi.us

• (608) 266-0107 (Madison)

• (800) 562-5558 (toll-free)

Various Funds
STATE LIFE INSURANCE FUND
The State Life Insurance Fund is a state-sponsored life insurance
program for the benefit of residents of Wisconsin. The applicant must
be a state resident at the time of application for coverage through the
Fund. The Fund operates on a nonprofit basis and receives no subsidies
from the state. It is not permitted to use commissioned agents, does not
advertise, and is exempt from federal income tax. As a result, overhead
expenses are minimal. The Fund was established in 1911 to “give  people
of the state the benefit of the best old-line insurance on a mutual plan
at the lowest possible cost.”

The State Life Insurance  portfolio, managed by Daryl Moe, has an
objective of earning, with a high degree of reliability, a rate of return
that will meet policy and reserve requirements while preserving the
principal of the Fund.  The Fund is designed to approximate the maturity
of the investment portfolio with the expected life of its insurance
contracts. Surplus income from the Fund is used to minimize the cost
of insurance to the Fund’s policyholders. As of June 30, 2000, the market
value was $67.8 million.

PATIENTS COMPENSATION FUND
The Patients Compensation Fund was created by statute in 1975 to
provide excess medical malpractice coverage for Wisconsin health care
providers. Health care providers obtain primary medical malpractice
insurance from private insurance companies in an amount required by
statute. As of July 1, 1997, that amount was established as $1,000,000
per occurrence, and $3,000,000 annual aggregate.  Coverage in excess
of the primary insurance is provided by the Fund. The program is ad-
ministered by the Office of the Commissioner of Insurance.

The Patients Compensation portfolio, managed by Dan Jenkins, is
invested in long-term and short-term fixed income investments. Cash
flows are generated through coupon and maturity payments to meet
short-term liability payments. Longer liability payments are immunized.
The portfolio is periodically rebalanced based on projected cash needs
by the Board of Governors of the Patients Compensation Fund.  As of
June 30, 2000, the market value was $542.2 million.

June 30, 2000 June 30, 1999
Bonds $44,950,337 $ 43,201,093
Private Placements 17,490,579 17,583,657
Cash and Cash

Equivalents 5,393,595 6,638,179
TOTAL $ 67,834,511 $ 67,422,929

State Life Insurance Fund

For more information about the
State Life Insurance Fund, contact
the  Office of the Commissioner
of Insurance at:
• slif@oci.state.wi.us

• (608) 266-0107 (Madison)

• (800) 562-5558 (toll-free)

Bonds
66%

Cash & Equivalents
8%

Private
Placements

26%

Cash &
Equivalents

3%

Bonds
89%

Stocks
8%

Patients Compensation Fund
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For more information about
EDVEST, contact the Office of  the
State Treasurer at:

• edvest@mail.state.wi.us

• (608) 264-7899 (Madison)

• (888) 338-3789 (toll-free)

Cash & Equivalents
4%

Bonds
96%

Tuition Trust Fund

Various Funds

TUITION TRUST FUND
The Tuition Trust Fund was created to invest the funds for EdVest
Wisconsin, a state-sponsored way to save for the cost of college ex-
penses. It offers an investment opportunity designed to help families
keep up with rising college tuition expenses. Participants purchase “tu-
ition units” which can be redeemed and applied toward undergraduate
tuition and fees at most public and private schools nationwide. SWIB
is responsible for investing assets of the program, which are managed
in the Tuition Trust Fund.

The Tuition Trust Fund, managed by John Zwadzich, is invested in
a fixed income portfolio that matches the assets and liabilities of the
Fund.  As of June 30, 2000, the market value was $6.2 million.

June 30, 2000 June 30, 1999
Bonds $ 5,890,216 $ 2,386,912
Cash and Cash

Equivalents 263,973 1,592,352
TOTAL $ 6,154,189 $ 3,979,264

June 30, 2000 June 30, 1999
Bonds $481,803,333 $494,460,092
Stocks 44,141,307 0
Cash and Cash
     Equivalents 16,228,080 5,895,792
TOTAL $542,172,721 $500,355,884

PATIENTS COMPENSATION FUND (CONT.)
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STATE INVESTMENT FUND
Statement of Net Assets
As of June 30, 2000 and June 30, 1999

The accompanying notes, on pages 40 through 44, are an integral part of this document.

Assets
Investments (At fair value):

Repurchase Agreements $ 806,000,000 $ 794,118,000
Government and Agency 3,890,321,070 5,049,631,216
Commercial Paper 40,868,882 350,022,497
Certificates of Deposit (CDs) 398,000,000 317,185,000
Asset Backed Securities 21,320,027 32,864,627
Mortgage Backed Securities 3,330,444 3,949,481
Yankee/Euro Issues 0 0
Swaps (21,231,211) (41,878,594)

Total Net Investments (At fair value) $ 5,138,609,212 $ 6,505,892,227

Other Assets:
Accrued Interest Receivable 21,028,658 16,401,109

Total Assets $ 5,159,637,870 $ 6,522,293,336

Liabilities
Check Float Invested $ 349,751,578 $ 252,833,003
Earnings Distribution Payable 28,106,873 26,360,073
Accrued Swap Payments 222,678 1,329,421
Accrued Expenses 62,000 56,000

Total Liabilities $ 378,143,129 $ 280,578,497

NET ASSETS $ 4,781,494,741 $ 6,241,714,839

Net Assets consist of:
Participating Shares $ 4,798,299,000 $ 6,277,441,000
Undistributed Unrealized Gains (Losses) (16,804,259) (35,726,161)

NET ASSETS $ 4,781,494,741 $ 6,241,714,839

June 30, 2000 June 30, 1999



State of Wisconsin - 39 - Investment Board

STATE INVESTMENT FUND
Statement of Operations and Changes in Net Assets
For the Fiscal Years Ended June 30, 2000 and 1999

The accompanying notes, on pages 40 through 44, are an integral part of this document.

Investment Revenue
Investment Income $ 353,757,468 $ 374,895,575
Net Swap Revenue (Expense) (17,100,343) (21,459,740)

Total Investment Revenue $ 336,657,125 $ 353,435,835

Expenses
Management Operating Expense Allocation $ 776,572 $ 742,700
Custodial Bank Charges 203,711 203,763
State Treasurer Costs 34,347 30,869
Electronic Services 85,253 40,000
Legal and Consulting Fees 47,376 84,526

Total Expenses $ 1,147,259 $ 1,101,858

NET INVESTMENT REVENUE $ 335,509,866 $ 352,333,977

State Working Bank Charges Allocation 3,756,456 3,492,378

Net Investment Income $ 331,753,410 $ 348,841,599

Distributions Paid and Payable 312,831,508 333,861,785

Change in Undistributed Unrealized Gains (Losses) $ 18,921,902 $ 14,979,814

Beginning of Period Undistributed Unrealized Gains (Losses) (35,726,161) (50,705,975)

End of Period Undistributed Unrealized Gains (Losses) $ (16,804,259) $ (35,726,161)

Participant Transactions
Receipts by Transfer to Fund $ 22,189,474,000 $ 19,698,900,000
Disbursements by Transfer from Fund (23,668,616,000) (19,161,896,000)

Net Change in Participating Shares $ (1,479,142,000) $ 537,004,000
Beginning of Period Participating Shares 6,277,441,000 5,740,437,000

End of Period Participating Shares $ 4,798,299,000 $ 6,277,441,000

NET ASSETS $ 4,781,494,741 $ 6,241,714,839

June 30, 2000 June 30, 1999
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1.  Description of Fund

The State Investment Fund (SIF) pools the excess cash of the State of Wisconsin and its Agencies, certain
retirement funds, and various local government units (Local Government Investment Pool – LGIP) into a com-
mingled fund with the investment objective of safety of principal and liquidity while earning a competitive rate
of return.  Only State of Wisconsin agencies are required to invest their excess cash in the SIF.  In the State’s
Comprehensive Annual Financial Report, each State Agency’s share of the SIF is reported in their GAAP fund as
cash and cash equivalents while the funds of various local governments are reported as a separate fiduciary
investment trust fund entitled “Local Government Pooled Investment Fund (LGPI).”  The SIF is managed by the
staff of the State of Wisconsin Investment Board (SWIB) with oversight by the Board of Trustees as authorized
in Wisconsin Statutes 25.14 and 25.17.  SWIB is not registered with the SEC as an investment company.

Wisconsin Statutes 25.17(3)(b), (ba) and (bd) enumerate the various types of securities that can be invested
in, which include direct obligations of the United States and Canada, securities guaranteed by the United States,
securities of federally chartered corporations such as the African Development Bank, the unsecured notes of
financial and industrial issuers, Yankee/Euro issues, certificates of deposit issued by banks in the United States
and solvent financial institutions in this state and bankers acceptances.  The Board of Trustees may approve
other prudent investments.  The Board of Trustees has given standing authority to SWIB staff to invest in resale
agreements, financial futures contracts, options and interest rate swaps on behalf of the SIF.

2.  Significant Accounting Policies

A.  Basis of Presentation

The accompanying financial statements of the investment activity of the SIF are prepared in accordance
with generally accepted accounting principles (GAAP) for governments as prescribed by the Governmental
Accounting Standards Board (GASB).

B.  Basis of Accounting

The accompanying financial statements are prepared on the accrual basis of accounting using the economic
resources measurement focus.

C.  Valuation of Securities

Investments are valued at fair value for financial statement purposes and amortized cost for purposes of
calculating income to participants (See Footnote 3).  The Bank of New York as custodial bank has compiled fair
value information for all securities by utilizing third party pricing services.  Government and agency securities
and commercial paper are priced using matrix pricing. This method estimates a security’s fair value by using
quoted market prices for securities with similar interest rates, maturities, and credit ratings.  Repurchase agree-
ments and certificates of deposit are valued at cost because they are nonparticipating contracts that do not
capture interest rate changes in their value.  Swaps are valued at the net present value of estimated expected
future cash flows using discount rates commensurate with the risk involved.  In addition, two bonds issued by
other Wisconsin State agencies having a combined par value of $4.6 million are valued at par, which management
believes approximates fair value.  The fair value of investments is determined at the end of each month.
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D.  Management Operating Expenses

Management operating expenses are SWIB’s administrative costs that are allocated, in advance, to the SIF
participants.  Also, certain related costs of the Office of the State Treasurer have been allocated to the fund.

3.  Pool Earnings and Pool Shares

For purposes of calculating earnings to each participant, all investments are valued at amortized cost.  Spe-
cifically, the SIF distributes income to pool participants monthly based on their average daily share balance.
Distributed income includes realized investment gains and losses calculated on an amortized cost basis, interest
income based on stated rates (both paid and accrued), amortization of discounts and premiums on a straight-line
basis, and investment and administrative expenses.  This method differs from the fair value method used to value
investments in these financial statements, because the amortized cost method is not designed to distribute to
participants all unrealized gains and losses in the fair values of the pool’s investments.  The total difference
between the fair values of the investments in the pool and the values distributed to the pool participants using the
amortized cost method described above is reported in the equity section of the statement of net assets as undis-
tributed unrealized gains (losses).

Pool shares are bought and redeemed at $1.00 based on the amortized cost of the investments in the fund.
SWIB does not provide any legally binding guarantees to support the value of pool shares.  However, LGIP
investments, except for investments in U.S. Government/Agencies, State of Wisconsin Agencies, and Wisconsin
Banks, are insured against credit loss by Financial Security Assurance Corporation.  Further, the Federal De-
posit Insurance Corporation (FDIC) insures the prorata share of Certificates of Deposit held by the LGIP.
Finally, the State of Wisconsin’s Public Deposit Guarantee Fund protects a depositing municipality up to $400,000
if the local governing body has designated the LGIP as a public depository.

Interest
Rates

Maturity
Dates

Fair Value Book Value
(Amort. Cost)

Fair Value Book Value
(Amort. Cost)

Repurchase 6.55- 07/03/00-
Agreements 6.83 07/03/00 806,000,000$     806,000,000$      794,118,000$      794,118,000$      

Government 5.07- 07/03/00-
and Agency 7.02 02/15/05 3,890,321,070 3,885,830,354 5,049,631,216 5,043,291,520

Commercial 6.59- 07/17/00-
Paper 6.59 07/18/00 40,868,882 40,875,186 350,022,497 350,112,864

Certificates 5.23- 07/17/00-
of Deposit 7.42 06/16/03 398,000,000 398,000,000 317,185,000 317,185,000

Asset Backed 6.35- 07/25/00-
Securities 7.11 01/25/02 21,320,027 21,377,487 32,864,627 32,961,524

Mortgage 7.67- 04/27/02-
Backed 7.67 04/27/02 3,330,444 3,330,444 3,949,481 3,949,481
Securities

Yankee/Euro
Issues N/A N/A 0 0 0 0

Swap(s) 03/16/05-
N/A 03/16/05 (21,231,211) 0 (41,878,594) 0

Total Investments 5,138,609,212$  5,155,413,471$   6,505,892,227$   6,541,618,389$   

Ratio of Fair Value to Book Value 99.6740% 99.4539%

Summary Information by Investment Classification

June 30, 2000 June 30, 1999
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4.  Deposits and Investments

Deposits – As of June 30, 2000, SWIB held certificates of deposit with an estimated fair value of $398
million invested pursuant to the Wisconsin Certificate of Deposit Program implemented in July 1987.  Banks that
are accepted into this program must be located in Wisconsin and meet credit screening criteria designed to assure
the safety of the deposits.

The GASB Statement No. 3 requires deposits with financial institutions to be categorized to indicate the level
of risk assumed by the SIF as defined in GASB Statement No. 3.  Category 1 consists of deposits that are insured
or collateralized with securities held by the State or by its agent in the State’s name.  Approximately $317.4 million
falls under this category through FDIC insurance, the Wisconsin State Deposit Guarantee Fund, and Financial
Securities Assurance Corporation insurance.  The remaining $80.6 million are considered Category 3 uncollateralized
deposits.  The actual coverage of these deposits fluctuates daily based on the allocable share of participants’
accounts.

Investments – The GASB Statement No. 3 also requires investments to be categorized to indicate the level
of risk assumed by the SIF at year-end. The categories are:

1. Insured or registered, or securities which are held by the Fund in the Fund’s name or its agent in the Fund’s
name.

2. Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the
Fund’s name.

3. Uninsured and unregistered, with the securities held by the counterparty or by its trust department or agent,
but not in the funds name.

Deposits:
CDs (Nonnegotiable) $ 317,415,098 $ 0 $ 80,584,902 $ 398,000,000

Investments:
Repurchase Agreements $ 806,000,000 $ 0 $ 0 $ 806,000,000
Government and Agency 3,890,321,070 0 0 3,890,321,070
Commercial Paper 40,868,882 0 0 40,868,882
CDs (Negotiable) 0 0 0 0
Asset Backed Securities 21,320,027 0 0 21,320,027
Mortgage Backed Securities 3,330,444 0 0 3,330,444
Yankee/Euro Issues 0 0 0 0
Subtotal $ 4,761,840,423 $ 0 $ 0 $ 4,761,840,423

Not Categorized:
Swaps $ (21,231,211)

Total Investments $ 5,138,609,212

1
Category

Securities Categorized by Level of Risk

Fair and
Carrying Value32
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5.  Derivative Financial Instruments

As of June 30, 2000, the only derivative financial instruments held by the SIF was the March 16, 1995,
restructured interest rate swap which required periodic payments over ten years, as discussed in detail in Foot-
note 6.  Each swap transaction involves the exchange of interest rate payment obligations without the exchange
of underlying principal amounts.  The notional amounts used to express the volume of these transactions do not
represent the amounts subject to risk, but represent the amount on which both parties calculate interest rate
obligations.  The settlement of the interest rate exchange occurs at predetermined dates, with the net difference
between the interest paid and interest received reflected as an increase in income.  Entering into interest rate
swap agreements subjects the investor to the possibility of financial loss in the event of adverse changes in
market rates or nonperformance by the counterparty to the swap agreement.  Selecting creditworthy counterparties
mitigates credit risks arising from derivative transactions.

During fiscal year 2000, seven derivative financial instruments held by the SIF reached maturity and expired.
The following schedule summarizes the cash flows for all derivative financial instruments for fiscal years 2000
and 1999.

6.  Restructured Investments – March 16, 1995

During fiscal year 1995, SWIB became aware of the existence of market exposure in certain swap agree-
ments and structured bonds which could impair the earnings of the SIF.  In one case, a $10 million notional value
swap agreement, which contained exposure to Mexican interest rates, included a leverage factor which caused
a very high rate of market volatility.  In another case, structured bonds with a par value of $58 million were found
to have a potential loss of principal because the redemption values were linked to foreign currency rates.

In March 1995, SWIB entered into agreements with two counterparties that resulted in the counterparties’
assumption of all future market risk associated with ten swap agreements and two structured bonds.  At the time
of the agreement, the counterparties assigned a market value to these investments of negative $95,321,000.
Within this restructuring, one swap agreement requires SWIB to make periodic payments over a period of ten
years, while the other agreement requires periodic payment of the loss over a period of five years.  Interest cost
associated with the periodic payment of the loss over time is estimated to be $24.8 million.  Future earnings will
be charged as payments are made.

Various parties, under the direction of the Board of Trustees, evaluated the appropriateness of the original
derivatives that were considered high risk, and determined that several of the positions were not in compliance
with the Board of Trustees investment guidelines.  SWIB has suspended the use of non-risk reducing derivatives
in the SIF and the Board of Trustees adopted investment guidelines prohibiting the use of such instruments on
November 2, 1995.  The following schedules provide more analysis of the restructured investments.

Category:

Interest Rate Swaps-Restructured $ (12,233,269) $ 0 $ (13,532,257) $ 0
Structured Bonds-Restructured (5,973,818) 0 (7,871,241) 0

Total $ (18,207,087) $ 0 $ (21,403,498) $ 0

Cash Flows for Derivative Financial Instruments

Fiscal Year 1999Fiscal Year 2000
Cash
Flows

Termination
Costs

Cash
Flows

Termination
Costs
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As of June 30, 2000, anticipated cash requirements for deferred loss principal and interest payments are as
follows:

7.  Related Party Transactions

The SIF held two bonds issued by other State of Wisconsin agencies with remaining par and carrying values
totaling $4.6 million at June 30, 2000.  Management believes the rates of interest received are comparable to
rates for bonds with similar characteristics issued by an unaffiliated third party.

 8.  State Investment Fund Additional Information
Fiscal Year

Ended
Time Weighted
Annual Yield

June 30, 2000 $ 5,892,342,320 $ 335,509,866 5.49%
June 30, 1999 $ 6,931,137,542 $ 352,333,977 4.98%

Average Daily
Cash Values

Net Investment
Income

Fiscal Year Ended:

June 30, 2001 $ 3,610,772 $ 1,710,861 $ 5,321,633
June 30, 2002 3,952,561 1,369,072 5,321,633
June 30, 2003 4,326,703 994,930 5,321,633
June 30, 2004 4,778,983 584,417 5,363,400
June 30, 2005 3,816,569 143,331 3,959,900
Thereafter 0 0 0
Total $ 20,485,588 $ 4,802,611 $ 25,288,199

Principal Interest Total

Deferred Loss Cash Requirements

Restructured Interest Rate Mirror Swaps
USD Libor Swap $ 0 $ 0 $ (1,380,000)
ESP Libor Swap 0 (708,971) (2,960,000)
ITL Libor versus ESP Libor Swap 0 0 (1,537,000)
SWK CMS Swap 0 (934,603) (4,160,000)
CMT Two-Year Spread Swap 0 0 (889,000)
Ten-Year Swap Spread Swap 0 (1,139,787) (4,720,000)
DEM Libor Swap 0 (1,132,397) (6,570,000)
FFR Pibor Swap 0 (1,015,782) (5,710,000)

Subtotal $ 0 $ (4,931,540) $ (27,926,000)

Restructured Asset Amortizing Swaps
SLMA Currency Linked NZ$ vs. Yen $ 0 $ (887,780) $ (4,995,000)
Grantor Trust Currency Linked C$ vs. Lira vs. Yen 0 (4,944,051) (27,400,000)

Subtotal $ 0 $ (5,831,831) $ (32,395,000)

Mexican - Spread Restructuring Swap
10.74% - 1m USD Libor $ (21,231,211) $ (31,115,223) $ (35,000,000)
US Treas. 7.50% 2/15/05 Hedge-Unreal. Gain 4,981,097 8,509,777 0

Subtotal $ (16,250,114) $ (22,605,446) $ (35,000,000)
Total Fair Value $ (16,250,114) $ (33,368,817) $ (95,321,000)

June 30, 2000 June 30, 1999 March 16, 1995

Restructured Investments Analysis
Fair Value
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RETIREMENT FUNDS
Statement of Investment Assets, Liabilities and Equity Balances - Statutory Basis
June 30, 2000

The accompanying notes, on pages 53 through 58, are an integral part of this statement.

Assets

Cash and Cash Equivalents $ 740,718,736 $ 130,507,405$     
Receivable:

State Investment Fund Earnings 1,455,456 272,907
Accrued Interest & Dividends Receivables 232,122,051 4,659,782
Sales Receivables 589,378,799 53,443,500
Foreign Currency Contracts 8,078,428 1,666,252
Due From Other Funds 3 0

Securities Lending Collateral 3,534,520,628 192,750,636
Other Assets 1,411,337 0
Investments:

Bonds 15,242,944,452 833,355
Private Placements 3,282,710,750 0
Stocks 33,844,976,177 8,157,469,950
Limited Partnerships 2,943,723,671 0
Mortgages 396,258,331 0
Real Estate Owned 456,796,698 0
Financial Futures Contracts 43,044 5,739

Total Investment Assets $ 61,275,138,561 $ 8,541,609,526

Liabilities

Due to Other Funds $ 0 $ 3
Purchases Payable 439,859,398 21,367,028
Mortgage Escrow Account 99,356 0
Vouchers Payable 8,678,318 996,354
Securities Lending Collateral Liability 3,534,520,628 192,750,636

Total Investment Liabilities $ 3,983,157,700 $ 215,114,021

Net Investment Assets $ 57,291,980,861 $ 8,326,495,505

Reserves

Undistributed Earnings $ 0 $ 0
Transaction Amortization Account 14,614,970,008 0

Total Reserves $ 14,614,970,008 $ 0

Equity Balances

Total Equity Balances 42,677,010,853 8,326,495,505

Total Investment Reserves and Equity Balances $ 57,291,980,861 $ 8,326,495,505

Fixed Retirement
Trust Fund

Variable 
Retirement
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RETIREMENT FUNDS
Statement of Changes in Net Investment Assets - Statutory Basis
For the Fiscal Year Ended June 30, 2000

The accompanying notes, on pages 53 through 58, are an integral part of this statement.

Investment Activities:
Net Investment Income Available for

Distribution $ 5,254,957,298 $ 1,280,545,024
Current Investment Income Distributed (5,254,957,298) (1,280,545,024)
Prior Year Investment (Income) Loss Distributed 0 0
Net Earned Income (Loss) Credited from

the Transaction Amortization Account 1,099,700,952 0

Increase (Decrease) in Net Investments
Derived from Investment Activities $ 1,099,700,952 $ 0

Participant Transactions:
Increase (Decrease) in Net Investment Assets

Derived from Participant Share Transactions 4,673,310,374 911,437,479

Net Increase (Decrease) in Net Investment
Assets $ 5,773,011,326 $ 911,437,479

Net Investment Assets:
Beginning of Period 51,518,969,535 7,415,058,026

End of Period $ 57,291,980,861 $ 8,326,495,505

Fixed Retirement
Trust Fund

Variable Retirement
Trust Fund
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RETIREMENT FUNDS
Statement of Investment Operations - Statutory Basis
For the Fiscal Year Ended June 30, 2000

The accompanying notes, on pages 53 through 58, are an integral part of this statement.

Investment Income:
  State Investment Fund Earnings $ 32,491,517 $ 4,497,333
Bonds
  Interest 935,806,104 3,716,073
  Gain (Loss) on Sales (165,543,530) (3,503,730)
  Appraisal Gain (Loss) (203,559,907) 3,525,145

Private Placements
  Interest 250,899,931 0
  Gain (Loss) on Sales 77,754,692 0
  Income - Limited Partnerships 2,421,748 0
  Appraisal Gain (Loss) 84,641,389 0

Stocks
  Dividends 468,908,905 106,869,957
  Gain (Loss) on Sales 8,358,866,739 2,220,629,454
  Appraisal Gain (Loss) (3,583,449,288) (1,050,733,836)

Real Estate
  Interest - Mortgages 25,346,412 0
  Gain (Loss) on Sales (12,516,064) 0
  Income - Limited Partnerships 83,350,805 0
  Income - Real Estate Owned 36,023,422 0
  Appraisal Gain (Loss) 24,975,718 0
Other
   Income - Limited Partnerships 339,488 0
  Gain (Loss) on Sales 7,683,585 0
  Appraisal Gain (Loss) (2,670,613) 0
  Commissions on Security Loans 185,672,837 11,299,871
  Securities Lending Rebates (163,757,069) (8,328,963)
  Securities Lending Fees (4,273,895) (572,487)
  Investment Expenses (84,754,676) (6,853,793)
Total Investment Income $ 6,354,658,250 $ 1,280,545,024

Add:  Allocation from the
Transaction Amortization Account 3,477,538,736 0

Less:  Earned Income Credited to the 
Transaction Amortization Acct. (4,577,239,688) 0

Net Investment Income $ 5,254,957,298 $ 1,280,545,024

Less: Current Investment Income Distributed (5,254,957,298) (1,280,545,024)
Undistributed Earnings $ 0 $ 0

Fixed Retirement
Trust Fund

Variable 
Retirement
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RETIREMENT FUNDS
Statement of Investment Assets, Liabilities and Equity Balances - Statutory Basis
June 30, 1999

The accompanying notes, on pages 53 through 58, are an integral part of this statement.

Assets

Cash and Cash Equivalents $ 1,878,158,655 $ 170,123,527
Receivable:

State Investment Fund Earnings 4,966,101 362,483
Accrued Interest & Dividends Receivables 255,667,300 5,588,469
Sales Receivables 612,729,086 28,000,313
Foreign Currency Contracts 37,806,772 0
Due From Other Funds 40,519 495

Securities Lending Collateral 3,606,925,730 311,051,858
Other Assets 1,009,572 0
Investments:

Bonds 13,805,364,097 5,503,894
Private Placements 3,123,538,522 0
Stocks 29,187,863,282 7,254,630,203
Options 69,536,247 0
Limited Partnerships 2,264,657,522 0
Mortgages 86,937,798 0
Real Estate Owned 503,389,490 0
Financial Futures Contracts 747,200 193,050

Total Investment Assets $ 55,439,337,893 $ 7,775,454,292

Liabilities

Foreign Currency Contracts Payable $ 0 $ 1,071,487
Purchases Payable 304,556,343 46,949,220
Mortgage Escrow Account 100,973 0
Vouchers Payable 8,785,312 1,323,701
Securities Lending Collateral Liability 3,606,925,730 311,051,858

Total Investment Liabilities $ 3,920,368,358 $ 360,396,266

Net Investment Assets $ 51,518,969,535 $ 7,415,058,026

Reserves

Undistributed Earnings $ (31,972) $ 0
Transaction Amortization Account 13,515,269,056 0

Total Reserves $ 13,515,237,084 $ 0

Equity Balances

Total Equity Balances 38,003,732,451 7,415,058,026

Total Investment Reserves and Equity Balances $ 51,518,969,535 $ 7,415,058,026

Fixed Retirement
Trust Fund

Variable 
Retirement
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RETIREMENT FUNDS
Statement of Changes in Net Investment Assets - Statutory Basis
For the Fiscal Year Ended June 30, 1999

The accompanying notes, on pages 53 through 58, are an integral part of this statement.

Investment Activities:
Net Investment Income Available for

Distribution $ 4,509,450,008 $ 961,118,649
Current Investment Income Distributed (4,509,481,980) (961,118,649)
Prior Year Investment (Income) Loss Distributed (795,155,287) (835,236,802)
Net Earned Income (Loss) Credited from

the Transaction Amortization Account (20,495,486) 0

Increase (Decrease) in Net Investments
Derived from Investment Activities $ (815,682,745) $ (835,236,802)

Participant Transactions:
Increase (Decrease) in Net Investment Assets

Derived from Participant Share Transactions 4,982,850,266 1,498,110,610

Net Increase (Decrease) in Net Investment
Assets $ 4,167,167,521 $ 662,873,808

Net Investment Assets:
Beginning of Period 47,351,802,014 6,752,184,218

End of Period $ 51,518,969,535 $ 7,415,058,026

Fixed Retirement
Trust Fund

Variable Retirement
Trust Fund
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RETIREMENT FUNDS
Statement of Investment Operations - Statutory Basis
For the Fiscal Year Ended June 30, 1999

The accompanying notes, on pages 53 through 58, are an integral part of this statement.

Investment Income:
  State Investment Fund Earnings $ 68,145,385 $ 3,166,278
Bonds
  Interest 879,606,808 4,222,700
  Gain (Loss) on Sales 180,993,923 79,909
  Appraisal Gain (Loss) (723,130,305) (4,455,449)

Private Placements
  Interest 232,074,223 0
  Gain (Loss) on Sales 223,460,628 0
  Income - Limited Partnerships 3,874,510 0
  Appraisal Gain (Loss) (310,332,982) 0

Stocks
  Dividends 379,645,958 87,416,783
  Gain (Loss) on Sales 1,372,066,014 340,114,146
  Appraisal Gain (Loss) 2,074,446,672 534,097,426

Real Estate
  Interest - Mortgages 8,668,084 0
  Gain (Loss) on Sales (21,408,070) 0
  Income - Limited Partnerships 61,862,599 0
  Income - Real Estate Owned 40,855,480 0
  Appraisal Gain (Loss) 68,216,557 0
Other
   Income - Limited Partnerships 1,211,932 0
  Gain (Loss) on Sales (30,198,111) 0
  Appraisal Gain (Loss) 24,492,808 0
  Commissions on Security Loans 201,069,784 10,565,195
  Securities Lending Rebates (180,813,141) (7,923,357)
  Securities Lending Fees (4,517,011) (594,359)

Forfeitures and Penalties 0 0
  Investment Expenses (61,337,223) (5,570,623)
Total Investment Income $ 4,488,954,522 $ 961,118,649

Add:  Allocation from the
Transaction Amortization Account 2,873,692,740 0

Less:  Earned Income Credited to the 
Transaction Amortization Acct. (2,853,197,254) 0

Net Investment Income $ 4,509,450,008 $ 961,118,649

Less: Current Investment Income Distributed (4,509,481,980) (961,118,649)
Undistributed Earnings $ (31,972) $ 0

Fixed Retirement
Trust Fund

Variable 
Retirement
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1.  Description of Funds

The State of Wisconsin Investment Board (SWIB) has exclusive control of the investment and collection of
principal, interest, and dividends of all monies invested of the Fixed Retirement Trust Fund and the Variable
Retirement Trust Fund. The statements presented here reflect only the investment activity of these funds. Ex-
cluded from presentation in the statements are, for example, retirement reserves, contribution revenue, and
benefit expense. The investment expenses account on the retirement fund financial statements represents the
expenses that are allowed to be directly charged to the trust funds per s. 25.18(1)(a) and (m) Wis. Stats.  This
includes external management fees, legal fees, custodial bank fees, bond insurance fees, and investment consult-
ing fees.  SWIB’s administrative receipts and disbursements related to the investment function are appropriated
under the state’s General Fund.  The administrative receipts and disbursements allocated to each of the Funds are
then billed back to the respective Fund and is included in the Statement of Investment Operations.

A.  Fixed Retirement Trust Fund

The Fixed Retirement Trust Fund consists of retirement contributions for the participants in the Wisconsin
Retirement System. The System is administered by the Department of Employee Trust Funds in accordance with
Chapter 40 of the Wisconsin Statutes. All retirement fund contributions are invested in this trust fund unless
participants had elected to have part of the contributions invested in the Variable Retirement Trust Fund. In
addition to the retirement contributions, the assets of various other benefit programs are invested as part of the
Fixed Retirement Trust Fund. The Fixed Retirement Trust Fund is managed by SWIB with oversight by a Board
of Trustees as authorized in Wisconsin Statutes 25.14 and 25.17.  It is not registered with the Securities and
Exchange Commission as an investment company.  The investments of the Fixed Retirement Trust Fund consist
of a highly diversified portfolio of securities. Wisconsin Statutes 25.17(3)(a) allow investments in loans, securi-
ties and any other investments as authorized by s. 620.22. Permitted classes of investments include bonds of
governmental units or of private corporations, loans secured by mortgages, preferred or common stock, real
property and other investments not specifically prohibited by statute.

B.  Variable Retirement Trust Fund

The Variable Retirement Trust Fund also consists of retirement contributions for the participants in the
Wisconsin Retirement System. Participation in this fund is at the option of the employee. Participants have
elected to credit one-half of their retirement contributions and matching amounts of employer contributions to this
fund, and have the remainder credited to the Fixed Retirement Trust Fund. Participants in the variable program
may elect to terminate their variable participation and transfer their account to the Fixed Retirement Trust Fund.
The variable program has been closed to further enrollment since April 1980 but new legislation may reopen the
Variable Retirement Trust Fund to new participants.  See Note 3.

The Variable Retirement Trust Fund is managed by SWIB with oversight by a Board of Trustees as autho-
rized by Wisconsin Statutes 25.14 and 25.17.  It is not registered with the Securities and Exchange Commission.
Wisconsin Statute 25.17(5) states assets of the Variable Retirement Trust Fund shall be invested primarily in
equity securities which shall include common stocks, real estate or other recognized forms of equities whether
or not subject to indebtedness, including securities convertible into common stocks and securities of corporations

Special Death Benefits $ 1,370,739
Police and Firefighters 141,507,142
Accumulated Sick Leave 332,253,824
Milwaukee Retirement System 98,938,832
Duty Disability 77,071,246
Income Continuation Insurance 89,548,226
Long Term Disability Insurance 255,205,532

Total Reserves $ 995,895,541

Other Benefit Programs Within the Fixed Retirement Fund
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in the venture capital stage. The Variable Retirement Trust Fund consists primarily of common stock and bonds
convertible into common stock, although, because of existing conditions in the securities market, there may
temporarily be other types of investments.

2.  Significant Accounting Policies

A.  Basis of Presentation

The accompanying financial statements of the investment activity of the Fixed Retirement Trust Fund and the
Variable Retirement Trust Fund are prepared in accordance with statutory provisions. The principal difference
between the statutory requirements and generally accepted accounting principles for governments as prescribed
by the Governmental Accounting Standards Board is that s. 25.17(14), Wis. Stats., requires that all investment
gains and losses in the Fixed Retirement Trust Fund are held in reserve in a Transaction Amortization Account
and are made available for distribution as current income based on 20 percent of the account balance in accor-
dance with s. 40.04(3), Wis. Stats., as described more fully in Note 2E.

B.  Basis of Accounting

The accompanying statements are prepared using the accrual basis of accounting. Investment income is
recorded when earned and expenses are recorded when the related liability is incurred. Security transactions are
recorded as of the trade date.

C.  Valuation of Securities

The investments of the Fixed Retirement Trust Fund and the Variable Retirement Trust Fund are valued at
fair value, per s. 25.17(14), Wis. Stats., except for State Investment Fund shares, which are valued at amortized
cost which approximates fair value. Monthly the investments are adjusted to fair value, with unrealized gains
and losses reflected in the Statement of Investment Operations as “Appraisal Gain (Loss).”

Generally, fair value is based on quoted market prices but a number of other pricing methods are used for
various  types of investments.

Private Placements and mortgages are priced via a matrix pricing system.  The traditional discounted cash
flow methodology is employed, where discounted rates, based on current yields in the base Treasury, consider
factors such as coupon rates, term to maturity, Moody’s and S&P ratings, and sector/industry information.

Limited partnerships’ fair value is estimated based on periodic reports from the limited partnerships’ manage-
ment.  Annually, these reports are audited by independent auditors.

Index options are priced on the Black-Scholes model which is based on strike prices, present value prices,
implied volatility, time to maturity, style, type of option and  interest rates.  Currency options are priced by an
independent pricing source specializing in the valuation of options based on the Garman Khol-Hargen model.
Relative performance options are priced by the brokers from whom the option was purchased.

The basis for valuing real estate is appraisals which are prepared once every three years. In years when
appraisals are not performed the asset managers are responsible for providing market valuations.

A limited number of securities are carried at cost.  Certain non-public or closely held stock are not reported
at fair value, but are carried at cost since no independent quotation is available to price these securities.

D.  Derivative Financial Instruments

All derivative financial instruments are reported at fair value in the Statement of Investment Assets, Liabili-
ties, and Equity Balances. The instruments are marked to fair value monthly, with valuation changes recognized
in income, regardless of whether the instruments are held for hedging or trading purposes. Gains and losses are
recorded in the Statement of Investment Operations as “Appraisal Gain (Loss)” during the period the instru-
ments are held and as “Gain (Loss) on Sales” when the instrument is sold or expires.  The nature and use of
derivative instruments is discussed in Note 6.
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E.  Transaction Amortization Account

The Transaction Amortization Account (TAA) holds in reserve gains and losses from trading activities and
market revaluations of the assets held by the Fixed Retirement Investment Trust. Twenty percent of the balance
of the account is transferred to current income on December 31 of each year.

The account was established by statute in 1975, and has since been modified several times.  Pending legisla-
tion may eliminate the Transactiona Amortization Account and replace it with a Market Recognition Account.
See Note 3.

The schedule, which follows, summarizes the activity of the Transaction Amortization Account for fiscal
years ending June 30, 2000 and June 30, 1999.

3.  Benefit Improvement Legislation

Wisconsin Act 11 (Act 11) was signed by the Governor on December 16, 1999 and became effective on
December 30, 1999.  On December 29, 1999 the Wisconsin Supreme Court (Court) granted a complete injunction
preventing implementation of the provisions of Act 11 until further order of the Court.

The Employe Trust Funds (ETF) Board and the Department Secretary filed a petitition seeking a declaratory
ruling on the legal issues surrounding Act 11.  On February 10, 2000 the Court dismissed the petition and ruled that
the above parties had no standing to sue another agency of the State regarding the constitutionality of a law.  On
March 8, 2000, the Court denied a formal request from the original ETF petitioners to reconsider its decision.

The Wisconsin Education Association Council, the State Engineers Association and the Wisconsin Profes-
sional Police Association petitioned the Court to be allowed to intervene in the Wisconsin Act 11 lawsuit, asserting
that they represent interest of participants in theWisconsin Retirement System (WRS) who will be directly af-
fected by the outcome.  The Court allowed these parties to intervene and has appointed a reserve judge to
determine any factual issues and present his findings to the Court.

Transaction Amortization Account

Recognized Appraisal Gain (Loss):
Domestic Equities $ 3,345,915,933 $ 2,918,070,000
International Equities 1,411,113,218 434,575,437
International Bonds (124,128,355) (24,035,459)
Emerging Market Equities 70,603,489 70,439,518
Emerging Market Bonds 20,806,842 (19,169,897)
Non Traditional 80,079,401 (35,479,479)
Public Bonds (273,531,176) (448,888,184)
Private Bonds 30,898,365 (83,713,286)
Real Estate 24,425,005 46,808,487

Total Deferred Income (Loss) Before Adjustment $ 4,586,182,722 $ 2,858,607,137
Adjustment for Special Account (8,943,034) (5,409,881)
Total Deferred Income (Loss) After Adjustment $ 4,577,239,688 $ 2,853,197,256

Transfer to the Fixed Trust Fund Current Income
Account for Distribution (3,477,538,736) (2,873,692,740)

Net Transactions $ 1,099,700,952 $ (20,495,484)
Balance Beginning of Year 13,515,269,056 13,535,764,540

Closing Balance $ 14,614,970,008 $ 13,515,269,056

Fiscal Year Ended
June 30, 2000

Fiscal Year Ended
June 30, 1999
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Act 11 would make a number of changes to the funding of and benefits provided by the WRS.  These
changes include reopening the Variable Retirement Trust Fund for new participants, immediate recognition of
$4 billion from the Transaction Amortization Account and creation of a Market Recognition Account to replace
the Transaction Amortization Account.

4.  Deposits, Investments, and Securities Lending Transactions

Deposits — GASB Statement 3 requires deposits with financial institutions to be categorized to indicate the
level of risk assumed. Deposits as of June 30, 2000 included $949 deposited in two financial institutions.  Federal
depository insurance covers $412 of the deposits, while the remainder is uninsured.  In addition, SWIB held a
number of nonnegotiable short-term certificates of deposit.  The fair value of these certificates of deposit was
approximately $70.6 million, all of which was uncollateralized.

Investments — The following table presents the investments held by SWIB as of June 30, 2000, categorized
to give an indication of the level of risk assumed by SWIB at year end. The categories are:

1.  Insured or registered, or securities which are held by SWIB in SWIB’s name or its agent in SWIB’s name.

2.  Uninsured and unregistered, with the securities held by the counterparty’s trust department or agent in SWIB’s
name.

3.  Uninsured and unregistered, with the securities held by the counterparty, or by its trust department or agent,
but not in SWIB’s name.

Fair value information represents actual bid prices or the quoted yield equivalent at the end of the fiscal year
for securities of comparable maturity, quality and type as obtained from one or more major investment brokers. If
quoted market prices are not available, a variety of third party pricing methods are used, including appraisals,
certifications, pricing models and other methods deemed acceptable by industry standards.

Fair Value and
1 2 Carrying Value

Stocks 19,064,561,267$  7,250,000$   $ 0 19,071,811,267$   
Bonds 8,275,132,334      0 0 8,275,132,334       
Repurchase Agreements 856,259,764         0 0 856,259,764          
Bankers Acceptances 1,213,186,113      0 0 1,213,186,113       

Total 29,409,139,478$  7,250,000$   $ 0 29,416,389,478$   

Private Placements 3,282,710,750       
Limited Partnerships 2,943,723,671       
Pooled Equity Funds 21,747,941,782     
Pooled Bond Funds 5,949,080,480       
Mortgages 396,258,331          
Real Estate Owned 456,796,698          
Financial Futures Contracts 48,783                   
State Investment Fund 258,009,000          
Pooled Cash and Cash Equivalents 524,927,426          
Investments held by broker dealers under securities loans

Bonds 2,445,408,598       
Equities 1,182,693,078       

Securities lending cash collateral pooled investments 232,703,815          

Total 68,836,691,890$   

Category
3
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5.  Securities Lending Transactions

State statutes and board policies permit SWIB to use investments of the two funds to enter into securities
lending transactions. These transactions involve the lending of securities to broker-dealers and other entities for
collateral, in the form of cash or securities, with the simultaneous agreement to return the collateral for the same
securities in the future. SWIB’s securities custodian is an agent in lending the funds’ domestic and international
securities for collateral of 102 percent and 105 percent, respectively, of the loaned securities’ fair value.  The
cash collateral is reinvested by the lending agent in accordance with contractual investment guidelines which are
designed to insure the safety of principal and obtain a moderate rate of return.  The investment guidelines include
very high credit quality standards and also allow for a portion of the collateral investments to be invested in short-
term securities. The earnings generated from the collateral investments, less the amount of rebates paid to the
dealers, results in the gross earnings from lending activities, which is then split on a percentage basis with the
lending agent.

Securities on loan at June 30, 2000 are presented as unclassified in the preceding schedule of custodial risk.
At year end, SWIB had no credit risk exposure to borrowers because the amounts SWIB owed the borrowers
exceeded the amounts the borrowers owed SWIB.  The contract with the lending agent requires them to indem-
nify SWIB if the borrowers fail to return the loaned securities and the collateral is inadequate to replace the
securities lent.

The majority of securities loans can be terminated on demand by SWIB or the borrower, although the
average term of the loans is approximately one week.  The term to maturity of the securities loans is matched
with the term to maturity of the investments of the cash collateral by investing in a variety of short term invest-
ments with a weighted average maturity of 35 days.

The ability to pledge or sell collateral securities cannot be made without a borrower default.  In addition, no
restrictions on the amount of loans exist or can be made.

6.  Derivative Financial Instruments

A.  Foreign Currency Forwards and Options

SWIB’s derivative activities primarily involve forward contracts and foreign currency options. Generally
foreign currency forwards and options are held to hedge foreign exchange risk. Market risk is controlled by
holding substantially offsetting purchase and sell positions.  At June 30, 2000 the fair value of foreign currency
forward contract assets totaled $1.82 billion, while the liabilities totaled $1.81 billion.

Forward commitments represent obligations to purchase or sell foreign currencies, with the seller agreeing to
make delivery at a specified future date and a specified price. Options on foreign currencies provide the holder
the right, but not the obligation, to purchase or sell foreign currencies on a certain date at a specified price. The
seller (writer) of the contract is subject to market risk, while the purchaser is subject to credit risk and market risk
to the extent of the premium paid.

B.  Other Options

SWIB held equity option contracts for trading purposes during the periods presented in the financial state-
ments. These option contracts give the purchaser of the contract the right to buy (call) or sell (put) the equity
security or index underlying the contract at an agreed upon price (strike price) during or at the conclusion of a
specified period of time. The seller (writer) of the contract is subject to market risk, while the purchaser is
subject to credit risk and market risk to the extent of the premium paid.

All of the above written calls are covered calls and, as such, any volatility in the price of the option is offset
by the corresponding inverse relationship in the value of the underlying security.

C.  Futures Contracts

One of the outside investment managers uses futures contracts to manage its exposure to the stock market.
Upon entering into a futures contract, the outside manager is required to deposit with the broker, in SWIB’s name,
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an amount of U.S. government obligations in accordance with the initial margin requirements of the broker.
Futures contracts are marked to market daily with gains and losses being recognized.  The variation margin is
settled daily until the contracts expire or are closed.  Futures contracts involve, to varying degrees, risk of loss in
excess of the variation margin disclosed in the Statement of Assets, Liabilities and Equity Balances – Statutory
Basis.  Losses may arise from the changes in the value of the underlying instrument, illiquidity in the secondary
market for the contracts, or if the counterparties do not perform under the terms of the contract.  Futures
contracts are valued each day at the settlement price established by the board of trade or exchange on which they
are traded.

D. Collateralized Mortgage Obligations

Collateralized mortgage obligations (CMOs) are bonds that are collateralized by whole loan mortgages, mort-
gage pass-through securities or stripped mortgage-backed securities.  Income is derived from payments and
prepayments of principal and interest generated from collateral mortgages.  Cash flows are distributed to differ-
ent investment classes or traunches in accordance with each CMOs established payment order.  Some CMO
traunches have more stable cash flows relative to changes in interest rates while others are significantly more
sensitive to interest rate fluctuations.  In a declining interest rate environment, some CMOs may be subject to a
reduction in interest payments as a result of prepayments of mortgages which make up the collateral pool.  A
reduction in interest payments causes a decline in cash flows and thus a decline in the fair value of the security.
Rising interest rates may cause an increase in interest payments, thus an increase in fair value of the security.
CMOs are held to maximize yields and in part to hedge against a rise in interest rates.

E. Principal Only Strips

Principal Only Strips are securities that derive cash flow from the payment of principal on underlying debt
securities.  SWIB holds several principal only strips for yield enhancing purposes.  The underlying securities are
United States Treasury obligations, therefore the credit risk is low.  On the other hand, principal only strips are
more volatile in terms of pricing, and thus the market risk is higher than traditional United States Treasury
obligations.

7.  Unfunded Capital Commitments

Partnership agreements generally set a limit on the total dollar amount that limited partners must commit to
funding when entering the partnership.  Over the life of the partnership, the general partner will request capital
contributions totaling the agreed upon limit.  As of June 30, 2000, unfunded capital commitments totaled $1.34
billion.
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VARIOUS FUNDS
Statement of Investment Assets, Liabilities, and Equity Balances
June 30, 2000

VARIOUS FUNDS
Statement of Investment Assets, Liabilities, and Equity Balances
June 30, 1999

The accompanying notes, on pages 64 through 66, are an integral part of this document.

The accompanying notes, on pages 64 through 66, are an integral part of this document.

State Life
Insurance

Fund

Patients
Compensation

Fund

Historical
Society

Trust Fund

Tuition
Trust
Fund

Assets
Cash and Cash Equivalents 5,602,591$     6,613,208$     5,859,120$       867,799$        1,586,551$   
Receivable:

Accrued Interest & Dividends Receivables 157,227 1,171,109 8,986,671 64,436 37,873
Investment Sales Receivables 0 8,603 0 0

Investments: 
Bonds 16,015,367 42,378,500 485,510,585 4,067,586 2,925,090
Stocks 0 0 0 7,243,078
Private Placements 0 19,251,592 0 0

TOTAL INVESTMENT ASSETS 21,775,185$   69,423,012$   500,356,376$   12,242,899$   4,549,514$   

Liabilities
Purchases Payable 83$                 2,000,083$     492$                 121,805$        570,250$      
NET INVESTMENT LIABILTIES 83$                 2,000,083$     492$                 121,805$        570,250$      

Equity Balances
Retained Earnings 21,775,102$   67,422,929$   500,355,884$   12,121,094$   3,979,264$   
TOTAL EQUITY BALANCES 21,775,102$   67,422,929$   500,355,884$   12,121,094$   3,979,264$   

Local Gov't.
Property
Ins. Fund

State Life
Insurance

Fund

Patients
Compensation

Fund

Historical
Society

Trust Fund

Tuition
Trust
Fund

Assets
Cash and Cash Equivalents 16,484,695$   5,366,767$     16,137,345$     561,891$        261,709$      
Receivable:

Accrued Interest & Dividends Receivables 218,179 1,177,905 9,665,272 63,532 49,193
Investment Sales Receivables 0 9,167 0 0 0

Investments: 
Bonds 11,876,176 44,081,318 472,247,533 3,958,498 5,843,287
Stocks 0 0 44,122,571 8,721,698 0
Private Placements 0 17,199,354 0 0 0

TOTAL INVESTMENT ASSETS 28,579,050$   67,834,511$   542,172,721$   13,305,619$   6,154,189$   

Liabilities
Purchases Payable 0$                   0$                   0$                     0$                   0$                 
NET INVESTMENT LIABILTIES 0$                   0$                   0$                     0$                   0$                 

Equity Balances
Retained Earnings 28,579,050$   67,834,511$   542,172,721$   13,305,619$   6,154,189$   
TOTAL EQUITY BALANCES 28,579,050$   67,834,511$   542,172,721$   13,305,619$   6,154,189$   

Local Gov't.
Property
Ins. Fund
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VARIOUS FUNDS
Statement of Changes in Net Investment Assets
For the Fiscal Year Ended June 30, 2000

VARIOUS FUNDS
Statement of Changes in Net Investment Assets
For the Fiscal Year Ended June 30, 1999

The accompanying notes, on pages 64 through 66, are an integral part of this document.

The accompanying notes, on pages 64 through 66, are an integral part of this document.

Local Gov't.
Property
Ins. Fund

State Life
Insurance

Fund

Patients
Compensation

Fund

Historical
Society

Trust Fund

Tuition
Trust
Fund

Investment Activities
Net Investment Income

Available for Distribution 1,153,468$       1,005,486$      10,822,321$       1,468,839$      (3,596)$         
Net Investment Income Distributed 0 0 0 0 0 
Increase in Net Investments

Derived from Investment Activities 1,153,468$       1,005,486$      10,822,321$       1,468,839$      (3,596)$          
Participant Transactions
Increase (Decrease) in Net Investment

Assets Derived From Participant
Share Transactions (2,957,506) (2,437,162) 27,687,569 (513) 1,730,374

Net Increase (Decrease) in Net
Investment Assets (1,804,038)$      (1,431,676)$     38,509,890$       1,468,326$      1,726,778$   

Net Investment Assets
Beginning of Period 23,579,140 68,854,605 461,845,994 10,652,768 2,252,486

End of Period 21,775,102$     67,422,929$    500,355,884$     12,121,094$    3,979,264$   

Local Gov't.
Property
Ins. Fund

State Life
Insurance

Fund

Patients
Compensation

Fund

Historical
Society

Trust Fund

Tuition
Trust
Fund

Investment Activities
Net Investment Income

Available for Distribution 1,426,661$       2,933,407$      20,073,862$       1,463,183$      254,750$      
Net Investment Income Distributed 0 0 0 0 0 
Increase in Net Investments

Derived from Investment Activities 1,426,661$       2,933,407$      20,073,862$       1,463,183$      254,750$       
Participant Transactions
Increase (Decrease) in Net Investment

Assets Derived From Participant
Share Transactions 5,377,287 (2,521,825) 21,742,975 (278,658) 1,920,175

Net Increase (Decrease) in Net
Investment Assets 6,803,948$       411,582$         41,816,837$       1,184,525$      2,174,925$   

Net Investment Assets
Beginning of Period 21,775,102 67,422,929 500,355,884 12,121,094 3,979,264

End of Period 28,579,050$     67,834,511$    542,172,721$     13,305,619$    6,154,189$   
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VARIOUS FUNDS
Statement of Investment Operations
For the Fiscal Year Ended June 30, 2000

VARIOUS FUNDS
Statement of Investment Operations
For the Fiscal Year Ended June 30, 1999

The accompanying notes, on pages 64 through 66, are an integral part of this document.

The accompanying notes, on pages 64 through 66, are an integral part of this document.

Local Gov't.
Property
Ins. Fund

State Life
Insurance

Fund

Patients
Comp.
Fund

Historical
Society

Trust Fund

Tuition
Trust
Fund

Investment Income
State Investment Fund Earnings 379,715$      268,130$    720,836$      25,963$      35,465$  
Bonds 775,872 3,888 10,111,605 113,745 (39,061)  
Private Placements 0 738,282 0 0 0
Stocks 0 0 0 1,331,172 0

Other
Custodial Bank Expenses (2,119) (4,814) (10,120) (2,041) 0

Net Investment Income 1,153,468$   1,005,486$ 10,822,321$ 1,468,839$ (3,596)$  

Local Gov't.
Property
Ins. Fund

State Life
Insurance

Fund

Patients
Comp.
Fund

Historical
Society

Trust Fund

Tuition
Trust
Fund

Investment Income
State Investment Fund Earnings 671,344$      300,690$    974,805$      34,756$      28,520$   
Bonds & Private Placements 759,783 2,640,750 17,977,213 239,479 226,230   
Stocks 0 0 1,141,308 1,206,966 0

Other
Custodial Bank Expenses (4,466) (8,033) (19,464) (18,018) 0

Net Investment Income 1,426,661$   2,933,407$ 20,073,862$ 1,463,183$ 254,750$ 
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1. Description of Funds

The State of Wisconsin Investment Board (SWIB) has exclusive control of the investment and collection of
principal, interest, and dividends of all monies invested of the Local Government Property Insurance Fund, State
Life Insurance Fund, Patients Compensation Fund, Historical Society Trust Fund, and Tuition Trust Fund. The
schedules presented here reflect only the investment activity of these funds. Excluded from the presentation in
the schedules are, for example, claim reserves, reserves for life policies and contracts, contribution revenue,
premiums earned, benefit expense, and expenditures from endowment income.  Also excluded from the state-
ments are SWIB’s administrative receipts and disbursements related to the investment function.

The State Investment Fund (SIF) is used by the various funds to invest idle cash of the funds. The SIF is
managed by the State of Wisconsin Investment Board (SWIB) with oversight by a Board of Trustees as autho-
rized in Wisconsin Statutes 25.14 and 25.17.  It is not registered with the SEC as an investment company.

A. Local Government Property Insurance Fund

The Local Government Property Insurance Fund (PIF) provides property insurance protection to local gov-
ernment units on an optional basis. The Office of the Commissioner of Insurance is responsible for administer-
ing the operations of the PIF, while SWIB performs the investment activities for the fund. SWIB’s investment
objective is to maintain a high quality portfolio which provides for a high degree of liquidity, a relatively mod-
erate degree of risk, and a high rate of return consistent with the priorities of liquidity and protection of princi-
pal. Wisconsin Statutes 25.17(3)(b) enumerates the various types of securities that can be invested in, which
include direct obligations of the United States and Canada, securities guaranteed by the United States, unse-
cured notes of financial and industrial issuers, Yankee/Euro dollar issues, certificates of deposit issued by banks
in the United States, and solvent financial institutions in this state.

B. State Life Insurance Fund

The State Life Insurance Fund (LIF) offers low cost life insurance protection to Wisconsin residents in
amounts not exceeding $10,000 per person. The Office of the Commissioner of Insurance is responsible for
administering the operations of the LIF.  This fund’s securities are maintained by SWIB. SWIB’s investment
objective is to maintain a diversified portfolio of high quality income obligations that will preserve principal,
maximize income while minimizing costs to policyholders, and approximate the expected life of the Fund’s
insurance contracts. Wisconsin Statutes 25.17(3)(a) allow investments in loans, securities and any other invest-
ments as authorized by s. 620.22, Wis. Stats. Permitted classes of investments include bonds of government
units or of private corporations, loans secured by mortgages, preferred or common stocks, real property and
other investments not specifically prohibited by statute.

C. Patients Compensation Fund

The Patients Compensation Fund (PCF) provides medical malpractice insurance protection to health care
providers permanently practicing or operating in Wisconsin. The Office of the Commissioner of Insurance is
responsible for administering the operations of the PCF. SWIB has been responsible for investing the securities
held by this Fund since September 1990. SWIB’s investment objective is to maintain a portfolio of investments
with maturities and liquidity levels that are appropriate for the needs of the PCF.  The PCF Board has determined
that funds in excess of projected liability needs can be invested in equities in order to enhance the long term
returns of the overall PCF portfolio. Wisconsin Statutes 25.17(3)(a) allow investments in loans, securities and any
other investments as authorized by s. 620.22, Wis. Stats. Permitted classes of investments include bonds of
governmental units or of private corporations, loans secured by mortgages, preferred or common stock, real
property and other investments not specifically prohibited by statute.

D. Historical Society Trust Fund

The State Historical Society of Wisconsin collects and preserves historical and cultural resources relating to
the history of Wisconsin and the western United States, conducts historical research, facilitates and encourages
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education in Wisconsin history, and serves as the Trustee of the State for the preservation and care of govern-
ment records. In addition to state and federal funds, the Historical Society receives gifts, grants, and bequests to
assist it in carrying out its mission. The gifts, grants and bequests are deposited into the Historical Society Trust
Fund. SWIB is responsible for managing and supervising the fund’s investments. Any income earned, except
where reinvestment is required by the terms of the gift or bequest, may be expended by the Historical Society in
accordance with provisions of the gift, grant or bequest. The Historical Society funds available for investment
are authorized to be invested in “every kind of property, real, personal or mixed, and every kind of investment,
specifically including but not by the way of limitation, bonds, debentures, and other corporate obligations,
stocks, preferred or common, and shares of investment companies and investment trusts, which persons of
prudence, discretion, and intelligence acquire or retain for their own account.”

E. Tuition Trust Fund

The EdVest Wisconsin program offers families a new way to prepare for future higher education costs
through the purchase of tuition units.  These units, plus investment earnings, are expected to equal one percent
of the projected average annual cost of tuition at University of Wisconsin campuses in the year of their use.
Effective July 1, 1999, the Office of the State Treasurer is responsible for the management of the EdVest
Wisconsin program.  SWIB is responsible for investment of program funds (Tuition Trust Fund) in excess of
short-term liabilities.  Wisconsin Statutes 16.24(10)(b) directs SWIB to invest monies in investments with matu-
rities and liquidity that are appropriate to the needs of the program, as reported quarterly by the Office of the
State Treasurer.  Investment guidelines further focus the fund on high quality fixed income instruments which
include unlimited securities of the U.S. Treasury and government agencies.  Fixed income securities are permit-
ted in the fund, provided that no more that 5% of the fund is invested in issues of a single corporation or munici-
pality.  The State does not guarantee the principal of the securities.

2. Significant Accounting Policies

A. Basis of Presentation

The accompanying financial statements of the investment activity of the Local Government Property Insur-
ance Fund, the State Life Insurance Fund, the Patients Compensation Fund, the Historical Society Trust Fund,
and Tuition Trust Fund are prepared in accordance with generally accepted accounting principles for govern-
ments as prescribed by the Governmental Accounting Standards Board (GASB).

The Local Government Property Insurance Fund, the State Life Insurance Fund, and the Patients Compen-
sation Fund operate similar to insurance enterprises and are reported by the State as proprietary funds. In report-
ing the investment activity of proprietary funds, SWIB applies all applicable GASB pronouncements as well as
the following pronouncements issued on or before November 30, 1989, unless the pronouncements conflict
with or contradict GASB pronouncements: Financial Accounting Standards Board Statements and Interpreta-
tions, Accounting Principles Board Opinions, and Accounting Research Bulletins of the Committee on Account-
ing Procedure.

B. Basis of Accounting

The accompanying financial statements were prepared using the accrual basis of accounting.

C. Valuation of Securities

Bonds and Private Placements are valued at fair value for financial statement purposes.  State Investment
Fund shares are valued at amortized cost, which approximates fair value.  Stocks and all derivative financial
instruments are valued at fair value. The nature and use of derivative instruments is discussed in Note 4.

Fair value information represents actual bid prices or the quoted yield equivalent at the end of the fiscal year
for securities of comparable maturity, quality and type as obtained from one or more major investment brokers.
If quoted market prices are not available, a variety of third party pricing methods are used, including appraisal,
certifications, pricing models and other methods deemed acceptable by industry standards. Private Placements
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are priced by a matrix pricing system based on public fixed income trades quoted by large investment securities
firms (e.g. Merrill Lynch). Traditional discounted value of cash flows methodology is employed, where discount
trades, based on current yields in the base Treasury, consider factors such as coupon rates, term to maturity,
Moodys and S&P 500 ratings, interest-sensitive information (such as call provisions) and sector/industry infor-
mation.

3. Deposits and Investments

Deposits — GASB Statement 3 requires deposits with financial institutions to be categorized to indicate the
level of risk assumed. Deposits, as of June 30, 2000, included $3,847 deposited in a single financial institution in
the State Treasury account covered by federal depository insurance.

Investments — The following table presents investments held as of June 30, 2000, categorized to give an
indication of the level of risk assumed by the Funds at year end. The categories are as follows:

1. Insured or registered, or securities held by a Fund in the Fund’s name or its agent in the Fund’s name.

2. Uninsured and unregistered, with the securities held by the counterparty’s trust department or agent in the
Fund’s name.

3. Uninsured and unregistered, with the securities held by the counterparty, or by its trust department or agent,
but not in the Fund’s name.

4. Derivative Financial Instruments

Principal Only Strips — Principal Only Strips are securities that derive cash flow from the payment of
principal on underlying debt securities.  SWIB holds several principal only strips for yield enhancing purposes.
The underlying securities are United States Treasury obligations, therefore the credit risk is low.  On the other
hand, principal only strips are more volatile in terms of pricing, and thus the market risk is higher than traditional
United States Treasury obligations.

CATEGORY Fair and
1 2 3 Carrying Value

Bonds 538,006,812$   -- -- 538,006,812$       
Stocks 52,844,269       -- -- 52,844,269           

Total 590,851,081$   -- -- 590,851,081$       

Private Placements 17,199,354
Pooled Cash & Cash Equivalents 122,559
State Investment Fund 38,686,000           

Total 646,858,994$       



Special Thank you to the Wisconsin Department of Tourism for supplying Photographs
(“Farmers’ Market” and 2 “Fishermen “, cover  photos, and Capitol at Night, page 15)


