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On January 4, 2006, Assembly Bill 167 was enacted into law, relating to the investment by school districts of funds held in trust to provide post-employment benefits.
Under the new law, funds held in trust to provide for post-employment health care benefits, provided either separately or through a defined benefit pension plan, and other post-employment benefits provided separately from a defined benefit pension plan may be invested in the same manner as is authorized for investments under s. 881.01, “Uniform prudent investor act”. 

Under WI Stat. 881.01, a trustee who invests and manages assets of the trust must comply with the prudent investor rule set forth in the statute.  This rule does require the trustee of an employee benefit trust fund to exercise reasonable care, skill and caution when investing and managing the assets of the trust.  A school district may elect to delegate the investment authority over the funds to an investment manager who meets the requirements and qualifications specified in the trust’s investment policy and who is registered as an investment adviser under 15 USC 80b-3.

It should be understood that this additional investment authority does not change the amount of responsibility that district board members and district officials have for ensuring that trust funds are appropriately invested.  Therefore, when setting up a trust, school districts have an obligation to develop trust investment policies and monitor the investments on a regular basis.  To ensure that the intention of the trust is met, an overall investment strategy should be established which at a minimum identifies the risk and return objectives reasonably suited to the trust.  A well defined district investment policy in writing is highly recommended for the protection of trustees in meeting the requirements of WI Stat. 881.01.  For your assistance, Wisconsin Association of School Business Officials (WASBO) has developed a sample investment policy available online at:  http://www.wasbo.com/displaycommon.cfm?an=1&subarticlenbr=81
This new legislation will also require additional reporting at the annual meeting (common or union high school district) or public budget hearing (unified school district) for all districts that have established a trust (fund 73).  Even if a school district chooses not to invest under the new authority, these reporting requirements apply.  When a trust has been established, the following information should be included in the annual meeting or public budget hearing report:

· Amount in the trust

· Investment return earned since last annual meeting

· Total of disbursements made since last annual meeting

· Name of investment manager if investment authority has been delegated
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