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Audit Examines SWIB Performance and Management
MADISON – Today, the nonpartisan Legislative Audit Bureau (LAB) released its biennial evaluation of the State of
Wisconsin Investment Board (report 18-19). SWIB invests assets for the Wisconsin Retirement System (WRS), the State
Investment Fund, and five other funds.
As of December 2017, SWIB managed $117.0 billion in assets for the State. In 2017, the WRS Core Fund and Variable Fund
exceeded five-year benchmarks with average annual investment returns of 8.6 percent and 13.3 percent, respectively.
However, the Core Fund’s investment return did not meet the long-term expected rate-of-return assumption of 7.2 percent on
a 20-year basis in 2016 or 2017. Given that SWIB projects it may earn investment returns between 6.2 percent and 6.8 percent
annually for the next five to seven years, LAB recommends SWIB conduct additional stress tests that focus on the effect of
sustained market downturns and certain other conditions.
SWIB had 188.0 authorized full-time equivalent positions, and 40 contracted staff positions in December 2017. LAB
reviewed five staff recruitments SWIB conducted in early 2018 and recommends SWIB revise its hiring policy to ensure it
equally considers all qualified applicants. LAB also noted that, SWIB staff received $29.4 million in salaries and fringe
benefits and $11.5 million in bonuses for 2017 performance.

“As market changes are anticipated, we are looking to SWIB for exceedingly good management,” said Rep.
Samantha Kerkman (R-Salem Lakes). “SWIB has the framework for best-possible performance which comes with
a high expectation of transparency and accountability across all areas of responsibility.”
From 2013 through 2017, LAB found SWIB’s annual expenses increased by 21.7 percent. After considering the effect of
increases in assets managed by SWIB, LAB found the increase in annual expenses was attributable to higher management
fees paid to external investment managers for more-complex investment strategies, an information systems implementation,
and the hiring of additional staff. LAB recommends SWIB track future technology project expenses, develop policies to
require Board approval for expenses that exceed the total budget, and report investment returns that include management fees
and other investment expenses to the Board.
“I have long been an advocate of prudent fiscal management in state government. Maintaining thorough oversight of
operating and project expenses needs to be at the forefront of the Board’s priorities to determine the appropriateness of budget
overruns and avoid unnecessary cost while continuing to allow SWIB to manage investments to the best of their ability,” said
Senator Robert Cowles (R-Green Bay).
Copies of report 18-19 may be obtained from LAB’s website at www.legis.wisconsin.gov/lab or by calling (608) 2662818. Report concerns related to state government activities to LAB by calling the toll-free hotline at 1-877-FRAUD-17.
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