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To:  Secretary Voelker, Secretary Wilding, Secretary Wathke, Secretary Ancel, Secretary
Thompson

 

All,

 

Attached is a summary report which I have prepared to provide context and historical data
regarding the posted 2023 preliminary returns for the WRS investment funds.

 

This report is meant to be for the benefit of the WRS annuitants, participants, and those
providing oversight to the WRS system.

 

I have made every effort to ensure that the returns and other data in this report accurately
reflect data published online and/or are publicly available.

 

I would welcome any feedback regarding this report, or if there is any opportunity for me to
join a board or the ETF and contribute to the WRS on an official basis.

 

Thank you!

 

Frank Wolff
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Frank WolƯ 

BA Political Science, Vassar College 
MBA-Finance, SIU Carbondale 
Certificated CPA No. 8300, State of Missouri Board of Accountancy (Inactive) 
 
RE: Investment Expense Financial Reporting 
 

Dear Sec. Voelker, Director  Klimke-Armatoski,  et al.: 

The purpose of this memo is to notify you that in my opinion  the ACFR(s) 2022 and prior as presented by the ETF 
are not in compliance with GAAP with respect to the reporting of investment expenses and with the failure to 
disclose the reason for the accounting change in 2021 which served to further conceal investment expenses. 

I’m not sure that most Wisconsin taxpayers realize that they pay just more than 50% of the total contributions to 
the pension plan on an annual basis, in the form of tax levies against their real estate including their personal 
residences.  And we know that failure to pay these RE taxes could result in the loss of their homes and other real 
estate.  In 2022, the taxpayers paid $1,175,881,000 ($1.2 billion) towards the pension system. 

As a result, the taxpayers are entitled to full, transparent, and honest disclosure of what the money is being spent 
on.  In the case of the SWIB, it is now over $1 billion per year in external investment management fees with no 
disclosure as to whom these payments are being made.  This is more than 30 times the operating budget for the 
EFT/WRS. 

I have not been able to find a single public pension plan other than the ETF that does not disclose the external 
investment managers that they engage or how much is paid to and a description of the assets being managed. 
Public perception is that when a government agency conceals its activities, there if the appearance that they are 
hiding something or doing something wrong. 

In 2021, the SWIB and the WRS announced changes in accounting policy.  The change was to certain external 
investment management expenses.  Instead of reporting these as expenses, they were netted out of investment 
income and no longer disclosed on the Statement of Changes in Fiduciary Net Position.   

GAAP requires that if investment expenses are identifiable that they be disclosed as a line item. 

Also, GAAP requires that the reason for the accounting change be explained and the reason the new method is 
preferred over the old method. 
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The ETF was responsible for issuing an explanation for the 2021 accounting change and why netting out the largest 
expenses of the investment fund is preferrable to disclosing them.  I can’t think of a good reason for this change but 
I can think of a lot of reasons it is bad policy. 

It was the LAB’s responsibility for noting the lack of a reason for the accounting change and should have issued a 
disclaimer in the audit opinion that this change is not in compliance with GAAP.  I think the LAB also should have 
noted that the accounting change itself would not conform to GAAP. 

If needed, the 2021 and 2022 Statement of Changes in Fiduciary Net Position be restated disclosing the total 
investment management and performance fees and a reason for the restatement. 

Ideally, to avoid the appearance of a conflict of interest and to ensure independence, the ETF should engage a 
qualified CPA firm as their external auditor.  The LAB can continue to do internal audit functions as directed by the 
legislature and to review the SWIB investment statement. 

The 2023 ACFR should fully disclose the total investment management fees by the WRS in the Statement of 
Changes in Fiduciary Net Position and include an Exhibit detailing the fees paid and expenses incurred.  To 
enhance confidence in the financial statements, the Total of the Investment Fees and Expenses should agree with 
the Total Investment Expense that is reported on the Changes in Fiduciary net Position. 

 

 




