STATE OF WISCONSIN
/ Assembly Journal

Ninety—ThirdRegular Session

12:00 Noon

THURSDAY, June 26, 1997

The Assembly met irthe Assembly Chamber located in
the State Capitol.

Speaker Brancel in the chair

The Assembly dispensed with the call of the roll.

AMENDMENTS OFFERED

Assemblysubstitute amendment 1 Assembly Bill 273
offered by Representative lgw.

MESSAGE FROM THE SENATE

By Donald J. SchneideBenate Chief Clerk.
Mr. Speaker:
| am directed to inform you that the Senate has

Concurred in

Assembly Bill 79
Assembly Bill 248

EXECUTIVE COMMUNICATIONS

Stateof Wisconsin
Office of the Governor
Madison

June 24, 1997
To the Honorable Members of the Assembly:

The following bill(s), originating in the Senate or the
Assembly,have been approved, signed and depositéiein
office of the Secretary of State:

Bill Number Act Number Date Approved
AB 152 ............... Q.......... June 24, 1997
AB 268 .............. 10 ......... June 24, 1997

Respectfully submitted,
TOMMY G. THOMPSON
Governor
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COMMUNICATIONS

State of Visconsin
Office of the Secretary of State
Madison

To Whom It May Concern:

Acts, Joint Resolutions and Resolutions deposited in this
office have been numbered and published as follows:

Bill Number Act Number Publication Date

Assembly Bill 152 ... . ... 9. ... June 25, 1997

Assembly Bill 268 . . . .. .. 10 ........ June 25, 1997
Sincerely,

DOUGLAS LA FOLLETTE
Secretary of State

AGENCY REPORTS

Stateof Wisconsin
Investment Board
Madison

June 17, 1997

To the Honorable, the Legislature:

Section25. 17(14r) othe Statutes requires that the State of
Wisconsin Investment Board (SWIB) subraiteport to the
JointCommittee on Audit, Joint Committee on Finance, and
Chief Clerks ofeach House summarizing any change in the
Board'sinvestment policies, upon adoption of the change.

On June 5, 1997, the Board approved th#ached
modificationsto the Investment PolicGuidelines for the
State Investment Fund (SIF) and the Local Government
Propertylnsurance Fund (LGPI). Additions to the previous
guidelinedfor the SIF are shaded and deletions arstificken
material. Due to substantial changes to the LGPI policy
guidelines,attached are the originglidelines as well as a
copyof the revised policies.
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SIF GUIDELINE CHANGES

Attached are modificationswhich were made to the
Investmen®Policy Guidelines for the "Wgconsin Certificate
of Deposit Program” presently operated within the SIF Based on discussiongth OCI, the guidelines for operation
portfolio. These changes serve to compliment other recentof the LGPI were rewritten to include the following:
modificationsmade to the WgconsinCD program which
werereported to you in a letter dated April 14, 1997. These * The new guidelines remove the explicit liquidity
changeshave been made in an overalfoef to make the
program more attractive to V§¥consin banks and thrifts
withoutimpairing SWIBS ability to earn a competitive rate
of return.

Therevisions have the followingfett on the Wsconsin CD
program:

*

*

*

The program funding allocation of $300 million (face
value)of CD investment was expressly added to the
guidelines Previous guidelines merely had limits set
atthe individual maturity level. Stiafully expect the
programto reach it maximum funding allocaticthis
year.Presentlythe program has an outstanding value
of $196.8 million. In 1996, under the previous
guidelines, the prograns maximum outstanding
valuewas $80 million.

The dollar limits for the various maturities halkieen
modified as a response t@reater demand by
participating financial institutions for three— and
six-monthCDs. Under the new guidelines, SWIB
could conceivably have up to thgrogram limit of
$300million in either maturityAdditionally, to reflect
lesserdemand for longer maturities, limits fohe
two- and three-year CDs wetewered from $50
million to $40 million and $35 million respectively

Theselimit changes benefiboth the participating

Wisconsin financial institutions and the overall
managementf the SIF By increasing the limits for

shorter—-term maturities, participating financial
institutions have their needs met. Additionally
concentratiorin more liquid investments provides SIF
managementwith increased flexibility to quickly

respondo broader market changes.

A provision was added to the guidelines which limits
the amount which can be invested3WvIB with any
one bank holding company to $30 million. The
previouspolicy included limits only for the amount
which could be invested with individual banks/thrifts,
without regard to holding companies. This added
stipulationis intended to prevent domination in the
programby any one holding company

LGPI GUIDELINE CHANGES

The LGPl was created by cl805 of the Statutes and is
administeredy the Ofice of the Commissioner dhsurance

(OCI). It provides a vehicle through which any local

governmentalunit in Wisconsin may insure its property
againstdamage or destruction. SWIB manages the investmentMedical Assistance patients is currently under legislative
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of these funds. The investment objectivestarensure safety
of principal andmaximize return within liquidity needs
establishedby OCI.

requirementof 0.1% of the volume of insurance in
force. Instead, the policy states that the OCI is
responsiblefor ensuring that an adequate liquidity
reserveis maintained to pay claimsS. This allows the
OCI to better match cash demands with investment
strategy.

* A quality rating restriction of "A” is now in place at the
issuelevel. This is consistent with the mandate of the
Fundto ensure safety of principal.

* The new guidelines clarify allowable investments.
Althoughthis has no material impact on the manner
which the Fund operates, the new guidelines specify
thatthe Fund may participate in the U.Sedsuries
and government agencies market as well as the
corporatemarket without a restriction on the amount
of the fund which may be invested in this sector
(Corporatepurchases are limited, howeytr 3% of
the fund’'s market value per issugeirhe policy also
stateshat theLGPI may hold up to 3% of its market
value in “AAA” rated mortgage-backed or
asset—backeskcurities.

*  The maturity limit of LGPI investments wapecified
to be 10 years. This reflectise liquidity need of the
Fund.

Pleasecontact me if you have any questions.

Sincerely,
PATRICIA LIPTON
Executive Directar SWIB

State of \Wsconsin
Legislative Audit Bureau
Madison

June 24, 1997
To the Honorable, the Assembly:

We have completed financial audits of the Mendota and
WinnebagaMental Health Institutes fdiscal year 1995-96.
We were able to provide unqualified opinions on the
Institutes’financial statements. Howeyere noted that on an
accrualbasisa Mendota Mental Health Institute had a loss of
over$836,000 and Winebago Mental Health Institute had a
lossof over $3 million. In addition, the Institutes combined
hada $10.9 million unsupported cash deficit on June 30, 1996.
Thereforejt appears the cash deficit will not be eliminated by
July 1, 1999, as required by legislative mandate. Howewver
proposalo increase reimbursement fervices provided to


https://docs.legis.wisconsin.gov/document/statutes/ch.%20605
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consideration. If enacted, the higher Medical Assistant
revenuesvould help reduce the accumulated deficit.
ADJOURNMENT
Detailedcopies of the audit report have been distributed
memberf the Joint Audit Committee and those required by ~ RepresentativeFoti moved thatthe Assembly stand
law to receive detailed copies. If you are interested in adjournecuntil 10:00 A.M. on TiesdayJuly 1.
receivinga copy of the audit report, please contact oficef The question was: Shall the Assembly stand adjourned?
andrequest a copy of report 97-10.

Motion carried.
Sincerely, i
DALE CBATI'ANACH The Assembly stood adjourned.

State Auditor 12:01 PM.
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