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ABVINSTRATION - Fiseal Year 2002 Summary Financial Information

This report summarizes certain information presented in the State of Wisconsin’s Fiscal Year 2002 Comprehensive
Annual Financial Report (CAFR). The financial statements presented in the CAFR are prepared in accordance with
generally accepted accounting principles (GAAP). The Governmental Accounting Standards Board (GASB)
prescribes GAAP for state and local governments nation-wide. T D e T '

The investment community represents the primary users of the CAFR. GAAP-based financial statements are also
required to be submitted to the federal government as a condition of receiving federal financial assistance. ¢
Impieméﬁtat.i.i}:nﬁbf New Standards. . -

The Fiscal Year 2002 CAFR reflects comprehensive changes in state and local government financial reporting, based
upon the requirements of GASB Statement No. 34, Basic Financial Statements — and Management’s Discussion and
.. Analysis - for State.and Local Governments. 'GASB Statement No. 34.became effective for the State’s. fiscal year

. The new financial reporting. rules re uire information'in addition to the historical “fund” accounting approach. For
; Al reporhing 8 require pp R

' example, the new standard requires that the CAER provide financial information from a total government perspective
- using the accrual'method of accounting in a manner similar to financial statements prepared by the private sector. In
. . addition, the -CAFR.now provides information. about the State’s public infrastructure assets — such as roads and
bridges. It also presents an introductory narrative section — the Management Discussion and Analysis (MD&A), that
summarizes-and analyzes the State’s financial performance. This new approach assists those interested in the “big -
picture.” S e el s A S Lo o T T e :

Contents of this Summary Report
. Government-wide Financial Information

“*'Pages 2 through 7 summarize information presented in Wisconsin’s Fiscal Year 2002 CAFR’s government-wide.
financial statements. These statements present a broad view of the overall State operations and provide both current
and noncurrent information about the State’s financial status. Information regarding the government-wide financial
- » Management discussion‘'and analysis (MD&A) requirements - Page 2
Statement of net assets — Page 3 . : -

Statement of activities— Pages 4 and 5 -
Capital assets/infrastructure — Page 6
Long-term liabilities - Page 7

« &

The information on pages 8 through 10 summarizes activity of Wisconsin’s GAAP General Fund — the State’s chief
operating fund. Highlights of the GAAP General Fund’s activity include:
* Balance sheet —Page & G PR SR
* Operating statement — Page 9 o
¢ Budgetary to GAAP fund balance reconciliation — Page 10
*  The GAAF Ggé_ra_erat_i'i?und is ancof 'él;r“ee major governmental funds. Financial statements for governmental, proprietary and fiduciary funds are located in the 2002 CAFR
starting on Pages 34, 38, and 46, fespectively. Financial statements for individual nonmajor funds start on Page 136, following the notes 1o the Snancial statements.

The State’s CAFR may be viewed at http//www.doa state wi.us/debf

Wiiliam J. Raftery CPA, State Controller, (608) 266-3628, bill raftervi@doa.state wi.us
State Controfier’s Office, 101 East Wilson Street, $* Floor, Madison, WI153707




Management's Discussion and Analysis (MD&A)

The MD&A provides a brief, objective and easily readable analysis of the government’s financial activities based on

currently known facts. The GASB prescribes that ei

ght elements must be included in the MD&A, if applicable to the

- government. However, because the MD&A is required supplementary information, discussions contained thergin
must be limited to these required elements. The MD&A requirements, along with examples of the contents, are

provided below: .

~Requirement

Ménégemeﬁt 'Biéc..ﬁssion'énd' Analysis (MD&A) Reqﬁi-rémént_s_ and Exainples

Example

1. Pumoée of the basic financial statements and how they
interrelate.

2. Condensed government-wide financial information (both
governmental and busingss-type activities) : SRR

result of the year's operations.

in fund batances and the factors contributing to the changes.

budget resuits Tor the government’s General Fund.

activity.

modified approach for reporting infrastruciure.

8. Currently known facts, decisions or conditions that are

resuits of operations.

3. Analysis 6f govérnment's overall financial position and results
of operations. This assisis usersin assessing whether/why the
govermment's financial position has improved or detenorated as a

4. Analysis of balances and transactions of the government's
- individual-funds, - This includes discussions of significant changes

5. - Analysis of significant variatigns.betieer original and fina
budget amounts and between final budget amounts and actual

6. Description of government's capital assets and long-term debt

7. Government's infrastructure assets {foads, bridges, and buildings
considered an ancillary part of roads), if the government uses the

expected to have a material effect on financial position or

Pages 18 and 19-of the 2002 CAFR describe the contents of the
basic financial statements, differentiating between the government-
witle and the fund statements.. o T

- Pages 20 and.21 presentoondensad government-wide financial
- ‘information from the statement of net assefs and the statement of

activities. ..

- Pages 20 and 21 hightight elements of the govemiment-wide nef

assets and changes in net assefs. -For exampie, the State's total et
assets were 513.8 billion as of June 30, 2002, while the
“unrestricted’ ngt assels were $(3.1} billion as of that date.

" A rofed on Page 17 of fie MDA, Fiscal Year 2002 representsthe
first yedr-in which-the State was required toimplement the PIovisions -

ot GASBE Statement No. 34, Therefore, the:discussion and-analysis -
found in'the 2002 CAFR provides few comparisons with the previous’
year: Futufe beports. are required 1oinciude extensive comparisons. ;

. ‘Page 23 distusses factors contribuling 1o changés in the State's

General Fung:- For exampie, major réasons for the decrease inthe ™
General Fund's Jung 30, 2002 tolal fund balance include:
. areduction i indhvidual income tax revenues-from previcus

years,
- anincrease in expenditures that refate to the general

eguaiization assistance {o schools districts 'and o
- anincrease in expenditures of the Medical Assistance program.

Page 24 notes other Individual furds that reflected significant™
changes in 2002, including the Tobaceo Setiement Endowment
Faspd, the Unempiovment Inserante Reserve Fung and theHealth
inswranee Fund. I ;

Pages 25 and 24.present General Fung budgetary varations,
including a discussion of the decrease in the budgetary-based
Géenerai Fund, primarily due o a planned spend down of the Generat
Fund surplus-and:a shortfall in tax revenuse of $189.5 itiion. -

< Page 25 presents a nasrative and schedule of the State’s capitai”

assets as of June 30, 2002, and commitments for capital
expendiures. For example, Wistonsin's capital assets, net of
depreciation, tatalet $15.7 billion as of June 30, 20027

Pages 25 and 26 discuss the State’s debt administration, highiighting

the following:

. The Siate's outstanding féneral obligation and revenue bonds
and noles tolaied $5.8 biion as of June 30, 2802

. The State's fixed bonds credit rating as of June 30, 2002 was Aal
from Moody's Investirs Services, AA- from Standard and Poor's:
Corporation, and AA from Fitch lavestors Service, LP.

Page 26 discusses the State's infrastruciurg asof June 30, 2002,

including the following: B .

- The State owned 11,200 miles of roads arid 4,900 bridges valued
&1 $9.2 bilon asof June 30,2002, - © v

. Given the State’s policy to ensure at least 85 percent of the State-
owned roads and brdges are jn good of faircondition, 95.4
percent of the roads and 82,4 percent of bridges were in good or
air condition in 2002, congistant with the State's policy. o

Page 27 discusses actual economic factors impacting the Stafe’s
etonomy during Fiscal Year 2802, such as employment, persoral
income, propery value changes and infiaion. For example, the total
value of real property increased 7.5% in 20602




€ _'.Ea?sé’%e'fil'me-nt-wide — Statement of Net Assetsf

Cas?l ar;d Cash Equivalents
) mvestments
Receivables {net}
" Internal Balances
inventories:
Prepaid Izem -
Capntai Leases Receivable -
. Gompanent Units
Restncteé and L;mrted L}se Assets

- Defeired Charges
i Capital Assels:
erremable
Naz}depremab%a
infrastructure
Gther:
Qther Asﬂets :

Tutal Assets

Ltabit;ties

Actounts’ Payable and Gther
Accrued Lzahllmes
_ Taxand Othar Depos;ts
Qeierrsd'Revenae SN
Siae;rt term Motse' Pa}'able
NLong-term Liabiities -
Current Portion
Noncurrent Portion

Totai anbﬁ;nes
" Net Assets

lmvested in Cap;tal Assets, Net o? Related Debt
; Resincteti fort!
: ?ransportahon ngrams
Debt Servicg~ 7 )
- “Unemployment Compensation
Environmental Improvement
- Permangnt Trusts: -
Expendable ..
Nonexpendable. -
. Other Purposes -
Usresmate:d -

T otal Nei Assets

State of Wisconsin
Statement of Net Assets
June 30, 2002

Primary Government
= Business-Type
Activities Totals Units
2912563 § 5028870 § 187,444-
1,209,868~ - - .- 1,365,245 562,187
2,306,506 - 4:890,211 1,684,812
{37.420) - -
35,587 83,767 7.524
103,741 497,344 3,538
. 25,772 25,772 -
‘58903 | Bo34r 162,424
. 3 496,800
e . 212
11128 ) 39,671 29,065
2835493 7 4388257 222,004
SR -9,205,713 -
. 118,159 2,156,565 .
. 5,998 10,330 19,685
9588468 7 27,575,007 3,714,995
385,005 4,735,135 145,458
ABE3 T s 100,872 - .
LATBATA TBIEAT2 L B2A
7530 561,721 T
253792 565,088 220,143
2,594,560 7 344 56 3,869,986
3,439,174 13,773,485 4,339,980
2626925 13311218 £7.550°
. 8,611 -
S 20484
1,586,218 ases 218
820343 -

LABT 5B

C4B3EIE L (3065.453) (1,160,124) - |
8,149,292 § 13,8016%2 §

(624,885




“Government-wide Statement of A{iiivi-ti‘es

Siate af W;sconsm

Statem&nt of Actmzms
2 "Y'_e?a?.'ﬁiiﬁ'dgﬁ Ji_;"t@_a_ :

Farthe Fist

i R

I

N mmhﬁh

T TR “Operating CGapltal:
\ : Charges for -~ Grants ang Grante and:
FungiionsiPrograms. Expenses -Services Contributions Contribitions.
-Primary Government: y
CGoveminental Activities: § SR
Commerce’ \ $ 184027 § 145118 & 32,728 § -
Education \\ : 5440 440 20,187 560,241 .
Trangportation 1,714,215 459,574 93,825 645,688
Envifopmental Resources \ 531,863 174188 55,933 ERacH)
. Huinan Relations and Reseh{aes 7,997,351 444,293 4.014,744 16,808
" Genersl Exgcutive 418,508 158693 126,081 S
Judigial _\ 106,854 414047 817
Legislative kY 59048 1,139 2 -
Tax Reliel and Ottier General Exppnses 820518 4534 50,106 -
infergovermmental \ 1,895,991 ) I -
Interest on Debt A 297 572 1936-_; S e
Tatal Govemmentat Activiies \ 18.676,203 1 eea 149. 4533780 i
Busm&ss-typeﬁdmtzes S A
Patients Compinsation \ 72,923 51,2717 :
. Enviormental Inprovement. %\ 42,491 32,629 A1 ﬁBB
Velerans Morigage Loan Répayment: - 3 53,888 48,206 -
“Univiersity of Wisconsin System Yoo 2,935,234 1,756,157 153, 550-
i}ne'r'npi_cyment Insurance Reserve \ 1,071,768 Ta4,88% 101,326 -
Lotiery \ 407,857 . 427566 . -
. Heatthinsursnce o 5 §55,833 671545, Toe
Other Business-ype _ \ 481986 472350, .. Cgen
 Tetal BusmesstypeAmwaes L BB . 34;82 aaa 57,085 CEBTTTE
Total Primary Government R g CRBENEES § 730804
Cammzntﬂmts : ' \ et e s
- Housing and Emnemécbevelapmeamumomy \ 274535 149,795 125100 -
- Healh Care: tamhzyisswance Plan - : \ 18850 3R N P
"University Hospitals and Glinics Authority ‘5452 263 502,564 - -

Badger Tobatco Assez Becuritization Corpcmm:n
" Tatal cgmpmaeni Umts ’

Geeera% Revences

‘Dadicated for Gemrai Pu:;)oses
-itome Taxes . .
Salesand Exczse Taxes
Byblic Uza[t!y Taxes ..
Ot TaNBe L e

Motor FeiDther Taxes i)edzcaiad for ”i’ransps ion

Cirer Heﬁmted Taxes . -

inter&si anﬁ invesiment Eammgs

Cenm%}z;ﬁm Yerrﬂ and Pmr&e&t ﬁx‘;ﬂnwmems
5 em’sanen{ Fund an;aai
Spe&ai {zem Tokact S@ﬁ}em Bale

" Tolal General Revenises, Confributions, |
- Speciatlems and Transfers -
Change in Net Assels
Ket Asgels - Béginning
Net Assets - Ending




Net (Expense} Revenue and

- - {in Thousands)

Changes in Net Assats

Primary Government

Business-Type
Activities

Component
Total Units

P i 5B,804) o e
i {765,878y G

B AT

{17,089)

(4,860,01%)
(532,328)
(301,233)
{3,851,508)
(131,520)
{65,143)

{1,095,991)

(11,9758 237)

{21,653

31,745
{7,593)
“(965,109)"
(228,559

_A5712

s t0ey
Siv (2R5580) 7 ThTIL
204281, ...20129.

U gy esry s oresny

(21,853)
31,745
{7,593}

L8712

T (2segTe)y  (1259074)

1,058 422

- (i289.974) i l(13235210) Lo

T 2 I
(5,659)
20,301
{1,277 242)

{1,264,221)

5415337 .
4,048,716 .
243,970 N
254,106 -
892,162 -
189,343 -
39,587 30,812
1,330,841 -
5,482 .
18,973 -
1,275,002 -

1078800 13723618 -

o {'_‘:831':’;?.33'-.. S

CABBAT

L8148, 282 8

. 1380812 T (674 .985) T




Capital Assets/Infrastructure

Capital Assets

Capitalassets _. thepmmarygmemmentefthe State include land, buildings, machinery and equipment, and
infrastructure (.., roads and bridges). Capital assets at June 30, 2002 totaled $15.7 billion as follows:

State of Wisconsin L
Capital Assets, Net of Depreciation; as of June 30, 2002
{in millions). . '

Governmental Business-type Total

Activities - Activities Primary Government
Land 5 1,148 b 108 - $ 1,258
Buildings and improvernents 1,203 16737 2,878
Machinery and Equipment 286 ¢ 1,180 1,446
Infrastructure . 9,206 S 9,208
Construction’in Progress _ .955-_. 1w 965
Totals $ 12,798 5. 5852 .. 8 16750

et il St i A
e e i

Infrastructare

The State reports infrastructure (.., roads, bridges, and buildings considered an ancillary part.of roads) as-capital
assets. The State has elected to report its infrastructure assets {11,200 miles of roads and 4,900 bridges with a
combined value of $9.2 billion), using the modified approach. Under this method, infrastructure assels are not
required to be depreciated if the State manages its eligible infrastructure assets psing an asset management system

- designed to.maintain and preserve these assets at a. condition level gstab}_is_ﬁéd}aﬁdé disclosed by the State. - ...

i order to adequately serve the traveling public and support the State economy, it is the State’s policy to ensure at
Jeast 85 percent of the state-owned roads and bridges are in good or fair condition. As of June 30, 2002, 95.4
percent of the roads and 92.4 percent of bridges were in good or fair condition, consistent with State policies.




Long-term Liabilities of the S.tate- of Wisconsin

Total Long-term Liabilities. Long-term obhgatloﬁs of the pnma:ry government of the State totaled $7.9 billion as.
of June 30, 2002. These obligations, which are reported as long-térm: habzht;es on: the gavemment-—w:de stateme;;t
of net assets, consisted of the following:

State Of Wisconsin — Long-term Liabilities as of June 30, 2002
(in m:ihcns)
Gﬁvemm maf Business-type Total
i SrET L _ Activsties . Activities Primary Government

General Obligation Bonds 3 s 2 862,85 ) 3 9496.2 g 39588
Revanus Bonds : 1,165.1 8505 18246
Fultre Benefits and 1.0ss Liability 11,8 1,077.5 1,189.3
< Capital L&as&sﬁnstallmenf Contracts. . - - 21.8 37.8 59.7
Cem;aensa;eﬁ Ab@enc&s §1.¢ _ 774 168.4
Emﬂwer.?ﬁnsmn R ateé Debt Cests 7870 - 670
: ein 20 \ o = 20
s 50614\ $  sgasa N s 7,900.8,

ng-te '-m Bends and Netes Payable. General obligation bonds/notes payabie and revenue bonds payable
of tia' primary government totaled $4.0 and $1.8 billion as of June 30, 2002, respectweiy The trend of bonds and
notes payabie outstandmg at year end is presented below:

State of Wisconsin
Tm.a! Generat Qbilgatmn and Revenue anndsmmes
(;n_htﬂxens}

I Raverin $05 | S05 S0 | 508 | 308  $08 | 1T | $1 : $15 | g1 -s1g | DTenerd

B General Obligation | 322 | 325 | 528 | 328 © $20: $30 1 $31 | $31 | 833 | 324 $34 337 540

Fiscal Year

* F:w -eoinparative ;mrpﬁses th:s wrend analysis-extiudes WHEDA revenue hends, w&-uch had baen fepart@d as debt of the
primary government in the 1894 through 1093 CAFRs, WHEDA was reportad a5 a discretely presented component unit
. &’mmng in 1984, following the requiremsnts of GASE Statement No, 14 *The Financial Reporting Entity”. .

SOURCE: State of Wisconsin CAFRs




- GAAP General Fund Financial Statements
Balance Sheet

State of Wisconsm
Genera! Fund
Batance S_heet
June 30, 2002
{in Thousands)
Assets
Cash and Cash Equwatents $ 9,342
fnvestments . . - 883
- Receivables {net-of. e‘&ﬁmat&d. e . S
uncaliectlbie a;:couats) ' - B T
Taxes : S G 1,445043
- Loans to Local. Govemments e 6,847
Gthe;Recewames R RADE T (USRS S 172495
13 LT R : 760935_.‘-
Due from Other chemments S h 557 678 -
Invertories. 12,474
Prepaid Hems 345401
© Restricted Assets: ; ST e ' el
dnvestments ¢ Lo i3
Total Assets A 2,991,209
Liabilities and Fund.--Baia_ace
Liabilities:. e _
-__Accaunts Payabﬁe and Other SR P e .
Acctued Liabilities _ - § 570,727
Due to Other Funds S : o 132,483
Due to Component: Umis el o798
interfiind Payables - % - e T 757,440
Due to Other Governments . . _ - 1,488,696
Tax Refunds Payabie R S _ “BB8537
Taxand Other Deposits .0 7 . . 30413
_Deferfed Revenue B L CoER T B05,449
Total Ltabihtses ST 4 a75 A
Fund Balance: © = - DR A
Reserved for Encumiyrances L T 186,554
_Reserved for Inventories - i o . 12,474
Reserved for Prepaad tems’ : 193,567
Umeserved : _ : = {1,877,328)
Total Fund Balance {1,484,333)
"i“ci:_ai Liabilities and Fund Balance ' _ % 2,991,208




GAAP General Fund Financial Statements _
Operating Statement '

State of W_isq_ohsi_n-
General Fund

Statement of Revenues, Expenditures,
and Changes in Fund Balance
For the Fiscal Year Ended June 30, 2002
. {In Thousands)
Revenues;
Taxes $- 8,970,736
Intergovernmental 4,730,873
Licenses and Permits 219,288
Charges for Goods and Services 191,771
tnvestment and Intergst Income 7,166
Fines and Forfeltures : . 28,246
Gifts and Donations 27,308
Other Revenues! o
. Intergovernmental Transfer ' 969,886 -
Tohacce Settlement 166,215
Other : : - - 347 418
Total Revenues 16,448,706
Expenditures:
Current Operating:
Commerce 168:947
Education . . B,372978
Transportation _ 5,032
Environmental Resources ' 120,027
Human Relations and Resources - 7,732,733
General Executive 386,783
Judiciat . 102,736
legisiative: | .. BleEg
Tax Relief anc% Othar Generat ﬁxpendntures L, B04:558 .
Enﬁergavemmenta! 1,095,591
Capital Outlay ' 29,974
Total Expenditures 15,881,748
Excess of Revenues Over :
{Under) Expenditures 566,960
Other Financing Sources (Uses):
Transfers In 1,122,764
o Transfers Out {1.893,081)
~Transfers to Component Unils (176)
instaliment Purchase Acquisitions 41
Capital Leases Acquisitions 4,669
Total Other Financing Sources (Uses) (785,782
Net Cbaﬂge in Fund Balance (198,822)
Fum'f Bal ance Beginning of Year {1,285,537)
increase {Decrease) in
Reserve for Inventories 26

Fund Balance, End of Year $ {1,484,333)




Budgetary-GAAP Reporting Reconciliation — General Fund

Because accounting principles applied for purposes of developing data on the budgetary basis differ significantly
from those used to present financial statements in conformity with generally accepted accounting principles
(GAAP), a reconciliation of basis and perspective differences as of June 30, 2002 is presented below (in thousands):

Tobacco
Settlement
Endowment
o : General Fund Fund
Funid balance June 30, 2002 (budgetary basis ~ budgetary fund structure)
As reporied on the budgetary comparisonfscﬁedi‘.ﬂe _ $ 74828 $ 585158
Reclassifications: : :
To eliminate the effect of er;c:umbrances tha% were reporfed as expenditures under budgetary reportmg -
(bas;s d:ﬁ‘erance} : 506,278
: “i“o recfaas:{y actw:iaas reported in another GAAP fund type {perspective dffferences} . ' L {241,401)
Fund balance June 30, 2002 (GAAP fund strucﬁure - budgetary basis, excluding encumbrances
treated as expenditures at yearend) - o " i 339,516 585 155
Adjustmentsi{basis differences):
- To'adjust aXpe'nditurés for the municipal and.county shared revenue program e {492,878) -
_ To accrue the amount due to the General Fund from the Tobacco Settiement Endowment Co
Fund that will apphed to the municipal and county shared revenue program payment B 311,361 {311,361)
--‘3’0 aéwst experzdltlireﬁ for State propery tax creéﬁ program o e o (354 030) -
Toacgrue recesv hies and estai;issh payablesfor individual income taxes (net} . . (658,813) -
To defer revenues fer gross receipts pubinc utility taxes L {151,521) -
To: adjus : emzes and expendatu:es for tax»related iterns and othier fax ::reduilaid programs (net) o (278,821} ST
: -:'_.:”Io accrue unpaad Medicaid claims (fet of recesvab!e from federal govemmen%) oo L '3_: ;(160,095) £ -
To adjust expenditures/revenues for certain major Health and Family Services and '
Workforce Deveiopment accruals and deferrals (net) (44,203} -
To accrue State educational aids payrments deferred until the subsequent yvear : : (75,000} -
To adjust revenues and expenditures for other items (net) : 78,150 -
Fund balance June 30, 2002 (GAAP fund structure — GAAP basis) as reported on -
the governmental fund statements) : - ${1,484,333) $ 283,794

GAFINFTNREPMISC WO gtinglCAF) REAFR amalysisi2002 CAFR ati‘adammlvleg $- 181308
HIIRHG 6114 AM
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SCOTT MeCALLUM
GOVERNOR

GEORGE LIGHTBOURN
SECRETARY

Office of the Secretary
Post Office Box 7864

. o Magdison, W1 33707-7864
CWISCONSIN DEPARTMENTY OF Voice (608) 266-1741

ADMINISTRATION Fax (608) 267-3842

TTY (608) 267-9629

December 13, 2002

The Honorable Scott McCallum
The Honorable Members of the Legislature
Citizens of the State of Wisconsin

We are pleased fo submit the Comprehensive Annual Financial Report (CAFR) for the State of Wisconsin
for the fiscal year ended June 30, 2002. This report is prepared by the Department of Administration,
Division of Executive Budget and Finance, State Controlier's Office, which is responsible for both the
accuracy of the data and the completeness and faimess of its presentation, including disclosures. We
believe that the information presented is accurate in all material respects and reported in a manner
designed to show the financial position and operating results of the State.

This report has been prepared in accordance with generally accepted accounting principles (GAAP) for
governments as promulgated by the Governmental Accounting Standards Board (GASB). To report the
State's financial activity, the State's budgetary funds are grouped into the fund types required by GAAP.
The State’s 57 budgetary tunds are expanded and have been displayed into the 89 individual GAAP funds,
and four discrete component units. The major change has been to reclassify certain activities from the
budgetary General Fund and present them in proprietary and fiduciary fund types more appropriate for
the financial reporting of transactions related to commercial and trust activities. Note 1-C to the financial
statements includes a more detailed discussion of the generic GAAP fund types.

Wisconsin's 2002 Comprehensive Annual Financial Report is presented in three sections: Introductory,
Financial, and Statistical. The Introductory Section, which provides information on the general contents
of the report, contains this letter of transmittal, a list of State officials and an organizational chart of State
government. The Financial Section is composed of the auditor's report, Management Discussion and
Analysis, the basic financial statements, required supplementary information and the combining financial
statements. The Statistical Section provides various financial, economic and demographic data about the
State, generally on a multi-year basis.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The
State’s MD&A can be found immediately following the auditor’s report.

PROFILE OF GOVERNMENT

The financial statements present information on the financial position and operations of State government
as a single comprehensive reporting entity. The various agencies, departments, boards, commissions and
accounts of the State that constitute the State reporting entity are included in this report in accordance
with criteria established by the GASB. The reporting entity consists of all the funds of the primary
government (the State of Wisconsin), as well as its component units which are legally separate

organizations for which the State is financially accountable. Discretely presented component umits
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include the Wisconsin Housing and Economic Development Authority, the Wisconsin Health Care
Liability Insurance Plan, the University of Wisconsin Hospitals and Clinics Authority, and the Badger
Tobacco Asset Securitization Corporation. Blended component units, which are legally separate from the
State, but are so intertwined with the State that they are, in substance, the same as the State, include the
Wisconsin Pablic Broadcasting Foundation, Inc.

The State provides a full range of services that include education, health and social services,
transportation, law, justice, public safety, recreation and resources development, public improvements and
general administrative services. The costs associated with these services are presented within the
financial statements in detail and summary form,

Internal Controls

The State's internal accounting controls provide reasonable assurance regarding the safeguarding of assets
against loss from unauthorized use or disposal and the reliability of financial records for preparing
financial statements. The concept of reasonable assurance recognizes that the cost of a control should not
exceed the benefits likely to be derived, and that evaluation of costs and benefits requires estimates and
judgments by management.

Budgetary Controls

The State's biennial budget is prepared on a mixture of cash and modified accrual bases of accounting and
represents departmental appropriations based on agency requests reviewed by the Department of
Administration and recommended by the Governor. The Governor's budget is submitted to the State
Legislature for approval. Following debate, amendment and approval by the Senate and Assembly, the
budget bill is returned to the Governor for his signature or veto in entirety or in part.

The State Constitution provides that no money shall be paid out of the Treasury except as appropriated by
law. The Statutes require that the Secretary of Administration must approve alf payments, and then
forward such requests to the State Treasurer for signature. The Department of Administration exercises
detail allotment control aver all agency appropriations and approval authority over all encumbrances,

The budgetary basis of accounting required by State law differs materially from the basis used to report
revenues and expenditures in accordance with GAAP. In addition, the Staie's biennial budget is
developed according to the statutorily required fund structure that differs extensively from the fund
structure used in the financial statements.

Debt Administration

The State of Wisconsin Building Commission, an agency of the State, is empowered by law to consider,
act upon, authorize, issue and sell all debt obligations of the State. Article VI of the Wisconsin
Constitution and Wis. Stat. Sec. 18.05 limits the amount of debt the State Can contract in total and in any
calendar year. In total, debt cannot exceed five percent of the value of all taxable property in the State.
The amount of debt contracted in any calendar year is limited to the lesser of three-quarters of one percent
of aggregate value of taxable property or five percent of aggregate value of taxable property less net
indebtedness at January 1. The total general obligation debt outstanding for the State as of June 30, 2002
was $3.9 billion.

In addition, Chapter 18 of the Wisconsin Statutes authorizes the State to issue revenue oblj gations. These
obligations, which are not debt of the State, are secured by a pledge of revenues or property derived from




Cash Management

The State of Wisconsin Investment Board is responsible for investing in cash resources of the State. Ona
daily basis, excess cash from all funds is pooled and invested through 2 variety of investment vehicles.
Interest income earned on these investments is allocated to the various funds based on their average daily
cash balances. The total amount of investments in the State Investment Fund at June 30, 2002 was 859
billion.

Risk Management

The State's risk management program, encompassing all State agencies, began in 1974 within the

Department of Administration. Statutory responsibilities and authority include, but are not limited to:

Protecting the State's assets from catastrophic loss;

Emphasizing loss reduction;

ldentifying and evaluating exposures to loss;

Recommending changes in procedures and programs to eliminate or reduce existing eXposures;
Arranging appropriate insurance for the transfer of risk of loss; and

Approving all insurance purchases.

» 5 8 0

Currently, the State is essentially self-insured, through its risk management program, against major losses
to which it is exposed. The Risk Management Fund, an internal service fund, services most claims for
risk of loss, including damage to State owned property, liability for property damages and injuries to third
parties, and worker's compensation. Additional disclosures on the State's risk management activities are
provided in Note 17.

Pension Trust Funds

The Wisconsin Retirement System (WRS), consisting of the fixed retirement investment trust, the
yariable retirement mvestment trust, and the police and firefighters trust is administered by the
Department of Employee Trust Funds. The WRS provides coverage to all eligible employees of the State
of Wisconsin and other participating local units of government.

The most current actuarial valuations of the pension pian indicated that the WRS was funded at 96.5
percent of liabilities for the 514,143 participants of the WRS. The State's contribution represents 29.6
percent of total contributions required of all participating entities.

ECONOMIC CONDITION AND OUTLOOK

In calendar year 2001, the Wisconsin economy reflected the national recession.

After averaging 2 percent growth annually from 1991 to 2000, Wisconsin’s employment growth halted in
2001. Non-farm employment declined 6,060 jobs or --0.2 percent from 2000. Nationally, employment
showed a marginal gain of +0.2 percent. Wisconsin unemployment averaged 4.5 percent of the labor
force compared to 4.8 percent nationally. Both national and Wisconsin unemployment increased steadily
over the course of the year. Wisconsin's job losses were concentrated in manufacturing, down -4.5
percent, and construction, down —1.4 percent.

Personal income growth weakened with the employment losses. Personal income growth slowed
throughout 2001. For 2001, income growth averaged 3.4 percent compared to 6.3 percent in 2000.

Wisconsin’s income growth fared somewhat better than national income growth, 3.4 percent versus 33
percent. Wisconsin per capita income increased 2.8 percent compared to 2.4 percent nationally.
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In 2002, Wisconsin emerged from the recession ahead of the rest of the country.

Employment began increasing again in March, Strong growth in services, finance and construction have
more than offset losses in manufacturing and utilities. By October, Wisconsin non-farm employment was
0.8 percent ahead of a year-ago. Wisconsin ranks 6% in employment growth for October 2002 over
October 2001, Nationally, employment was down —0.6 percent. Wisconsin’s unemployment rate peaked
in February at 5.8 percent but has decreased steadily to 4.9 percent in October compared to 5.7 percent
nationally.

The Wisconsin recovery is also reflected in income growth. Income growth has begun accelerating,
From 2.0 percent at the end of 2001, income growth had increased to 3.3 percent by second quarter 2002,
Nationally, income growth was 2.7 percent.

Wisconsin’s property values were insulated from the recession, Real property values increased
significantly in 2001 and 2007 Total values increased 9.2 percent in 2001 and 7.5 percent in 2002
Commercial, manufacturing and residential real estate all increased significantly in both years. In 2001,
$7.5 billion in new construction was added to real property in Wisconsin up from $7.1 billion in 2000,

Despite the recession, Wisconsin has matched or exceeded the nation’s economic performance in recent

years.

*  Wisconsin’s unemployment rate remains well below the national rate,

* Since the 2000 census, the state’s population growth has been the second highest for Midwest states
as people relocate to Wisconsin.

* At 91.5 percent of population, Wisconsin has the second highest health insurance coverage rate in the
country. .

*  Wisconsin has the eleventh lowest poverty rate,
Wisconsin’s median household income, $46,734 for 1999 to 2001 is the fourteenth highest in the
country, 9.0 percent above the national average. '

Looking ahead, Wisconsin’s recovery should outpace the national Tecovery. With the manufacturing job
losses reaching bottom, employment expanding in services, finance and utilities, total nonfarm
employment should increase by 1.4 percent. Nationally the nonfarm employment is expected to increase
only 0.9 percent.

The expansion of employment should strengthen Wisconsin’s personal income growth. Total personal
income is expected to grow by 3.9 percent to reach $169.9 billion in 2003.

MAJOR INITIATIVES

Economic Development. In 2002, the State continued its efforts to expand existing businesses and attract
new business to Wisconsin. Major tools used in these efforts are the Wisconsin Development Fund, the
Enterprise Development Zone program and the new Technology Development Zone program. The State
awarded $10 million during Fiscal Year 2002 from the Wisconsin Development Fund, primarily through
the major economic development program, customized labor training grants and technology development
grants and loans. The Wisconsin Development Fund also provided 293 entrepreneurial training grants to
assist in small business development. Since its creation in F iscal Year 1996, the Enterprise Development
Zone program has awarded more than $118 million in tax credits and is expected to create 16,291 new
Jobs, retain over 18,442 Jobs, and generate private investments of approximately $1.73 billion. The State
provided $12.4 million to Enterprise Development Zones in Fiscal Year 2002, Through its newest
program, the State designated eight Technology Development Zones that are eligible to receive up to $40
million in tax credits.




The State also offers a variety of programs that target minority business development and community-
based economic development. Additional economic development funding was provided in Fiscal Year
2002, through the use of Native American gaming compact revenue for grants and Joans to Native
American and other businesses affected by gaming operations. Also, $1 million was made available for

the Tech Star initiative, which awards grants to academic institutions in southeastern Wisconsin for
research on emerging technologies promoting industrial and economic development.

The new Technology Development Zones and Tech Star initiative continue Wisconsin's commitment to
help startup businesses, especially in the areas of information technology and biotechnology. Established
in 1999, the Certified Capital Companies program (CAPCO) is designed to provide incentives to crease
the availability of venture capital for small, high-growth Wisconsin-based companies. The State has
certified $50 million, or $16.6 million each, of certified capital investments in three companies. To date,
these companies, or CAPCOs, have invested in 14 Wisconsin companies. Another $30 million for
investment in venture capital firms has been allocated by the State of Wisconsin Investment Board. These
funds support startup businesses with an emphasis on biotechnology, medical devices and biomedical
information technology.

In addition, the State continues to offer residents and visitors many opportunities to enjoy Wisconsin's
abundant natural, historical and cultural resources. In Fiscal Year 2002, the State expended over $10.9
million to market Wisconsin as a national and international tourism destination, assisting a tourism
industry that pumped over $11 4 billion into Wisconsin's economy (a 70 percent increase since 1995) and
directly or indirectly supports approximately 283,000 jobs.

Transportation. The State continued to make significant investments in transportation infrastructure
through expansion in highway capacity and reconstruction of existing highways and bridges. In 2002,
almost 996 miles of State Trunk Highway (STH) and local highways were improved and 375 deficient
state and-local bridges were rehabilitated or replaced. -Also, in 2002 the State confributed $108 million o
continue preliminary work on the southeast Wisconsin freeway reconstruction project. In all, more than
$633 million in construction projects on STH and local road systems was contracted - through the
Wisconsin Department of Transportation.

Wisconsin also distributes State transportation user fee revenues to local governments for transportation
infrastructure improvements and transit operating assistance. In Fiscal Year 2002, $514 million was
transferred to local governments for these purposes.

Environment. Wisconsin's Warren Knowles-Gaylord Nelson Stewardship Program and its successor, the
Warren Knowles-Gaylord Nelson Stewardship 2000 Program, underscore the State's role as a national
jeader in environmental preservation and enhancement. The original Stewardship Program committed
$250 million through the sale of general obligation bonds and the use of federal grant monies for various
resource development and land protection activities, including acquisition of State park lands, protection of
urban rivers and assistance to local parks. The Stewardship 2000 Program commits $572 million over 10
years through the sale of general obligation bonds fo continue the State's efforts to protect and enhance
Wisconsin's abundant natural resources. To date, the Stewardship and Stewardship 2000 programs have
expended $338.9 million on environmental preservation and improvement of recreational activities,
including the acquisition of the Governor Tommy G. Thompson and Capital Springs Centennial State
Parks and the Peshtigo River State Forest, all three of which will open in the fall of 2003.

In addition to land acquisition through the Stewardship programs, Wisconsin's efforts to protect and
enhance its natural resources include partnerships with ‘ndividual landowners. In November 2001, the
State entered into an agreement with the U.S. Department of Agriculture for the authority to enroll up to
100,000 acres of Wisconsin farmland in the Conservation Reserve Enhancement Program. The federal
government will provide up to $200 million for the program, which will be matched by the State with up
to $40 million from the sale of general obligation bonds. Landowners participating in the program receive
an up-front payment from the State and annual payments from the federal government to install and




maintain riparian buffers, wetlands and other practices that reduce polluted runoff or, in certain areas,
improve habitat for grassland birds. Landowners may receive a larger up~front payment if they transfer to
the State an easement to permanently maintain the practices. Through Fiscal Year 2002, Wisconsin has
enrolled nearly 500 participants and made payments of $638,800. The federal government has paid
landowners $1,198,800.

The first instance of chronic wasting disease in Wisconsin was discovered in February 2002, which led to
the passage of 2001 Wisconsin Act 108. The act provided the Department of Natural Resources $4 million
for broad testing and management of the disease. The department has mapped the State into various
regions and has identified testing targets in order to learn more about the disease, map and stop its spread,
and manage the deer herd to ensure successful deer hunts for generations to come. The state's
comprehensive effort will make it the national expert in chronic wasting disease.

Wisconsin's Environmental Improvement Fund program provides financial assistance to municipalities for
the planning, design and construction of pollution abatement facilities — primarily for wastewater
treatment. Most communities applying for assistance receive subsidized loans, although some are eligible
for partial grants through a hardship component of the program. Funding is provided from a State-
matched federal capitalization grant authorized through the Water Quality Act, and through State revenue

The Petroleum Environmental Cleanup Fund Award program (PECFA) assists owners of leaking
petroleum storage tanks with environmental remediation costs and has provided $1.162 billion for
cleanups at 9,883 locations since 1988. Program changes made 1o address claim payment backlogs and
improve site closure methodologies continue to increase program efficiency and the number of site
closures while protecting the environment and public health.

In addition to the PECFA program, Wisconsin has made a strong effort to reclaim contaminated properties,
or brownfields. In Fiscal Year 2002, the brownfields site assessment grant program provided $1.7 million
to 37 local governments to Jjump-start investigation and redevelopment of brownfield sites. After three
rounds of applications, 103 grants totaling $3.15 million have been awarded. The Land Recycling Loan
Program provides financial assistance to tocal governments for the investigation and remediation of
contaminated properties. At the end of Fiscal Year 2002, the program had entered into $6.89 million of
financial assistance agreements. Additionally, Wisconsin invested over $8.11 million for investigation and
clean up of 84 contaminated sites that had no known, viable responsible party.

Wisconsin has historically been a national leader in recveling, Since its inception as one of the nation’s
first and foremost programs in support of community recycling, over $319.1 million has been provided to
municipalities to help defray the cost of operating effective recycling programs. In addition, the State has
provided funds for innovative recycling and waste reduction projects, including $1.9 million for the new
Recycling Efficiency Incentive Grants program. The program rewards municipalities for efficiencies
achieved through consolidation of and cooperative agreements between local recycling services.

Human Resources. Fiscal Year 2002 was the fifth year for Wisconsin’s welfare reform program called
Wisconsin Works or W-2, which officially began on September 1, 1997. This program, the culmination
of welfare reform efforts that began fifieen years ago, replaced welfare checks with the opportunity to
earn a living. The welfare caseload has continued its steep decline from over 71,000 in June of 1995 1o
Just over 38,000 in June of 1997 to Jjust over 12,600 cases in June of 2002. The Wisconsin Shares
program provides assistance to help W-2 participants and low-income working families pay for childcare.
Since the inception of the W.2 program, funding for childcare subsidies has mcreased by over 280
percent, from $70 million in FY98 to $266 million in FY02. In June 2002, the Wisconsin Shares program
served over 49,458 children in 28,117 families.




The Family Care pilot continued in Fiscal Year 2002. Begun in Fiscal Year 2000, Family Care is
Wisconsin’s innovation redesign of the long-term care system. There are currently nine resource centers
and five care management organizations in operation.

In Fiscal Year 2002, the Department of Health and Family Services also prepared for the implementation
of SeniorCare, Wisconsin’s new prescription drug assistance programs for the elderly. Applications were
accepted beginning in July 2002.

Criminal penalties statutes were overhauled in Fiscal Year 2002 to revise felony classifications to more
accurately reflect the crime committed. The changes will improve the criminal justice system and help
the state avoid millions of doHars in increased incarceration costs.

Education. The State continued its commitment, initiated in Fiscal Year 1997, to fund two-thirds of
partial school costs (costs paid either by local property taxes or state aids and credits). State aids and tax
credits applied to support 2001-2002 school vear costs totaled $5.1 billion. As part of this state aid
commitment, funding for the SAGE program, which provides grants to school districts to lower class size
in grades Kindergarten through 3, increased by 29 percent in Fiscal Year 2002, from $58.8 million in
Fisoal Year 2001 to $75.9 million in Fiscal Year 2002. This allowed 560 individual schools in 237 school
districts to lower class sizes in the 2001-2002 school vear. Over 25 percent of Wisconsin's schools
participate in the SAGE program.

There were also increases in participation in the Milwaukee Parental Choice Program (MPCP) and the
Milwaukee Charter School Program (MCSP). The MPCP, which provides state funding to allow low-
income families to send their children to private schools, experienced enrollment growth in the 2001-2002
school year. Continuing the expansion which resulted from the State Supreme Court ruling that allowed
sectarian schools to participate, enroliment in choice schools increased from 9,628 students in the 2000-
2001 school year to 10,882 students in 2001-2002, an increase of 13.0 percent. The MCSP, which
authorizes the City of Milwaukee, the University of Wisconsin — Milwaukée and the Milwaukee Area
Technical College to establish charter elementary and secondary schools in Milwaukee, saw the opening
of the Milwaukee Urban League Academy of Business and Economics in 2001, the program’s seventh
school. Overall enrollment in the schools increased from 1,590 in the 1999-2000 school vear to 2,098 in
2001-02, an increase of 32 percent.

As part of the 2001-2003 biennial budget, the Building Commission was granted authority for up to
$158.5 million in general fund supported borrowing for the University of Wisconsin—Madison’s BioStar
initiative. Over the next eight years, BioStar will provide $317 million in state and private funds to build
new research laboratories in the biological sciences that will keep the Madison campus al the forefront of
biological research and education. In December 2001, the Building Commission took its first action
under this provision, releasing $18 million in general fund supported borrowing to construct an addition
to the biotechnology building.

The University of Wisconsin System also received authority under the 2601-2003 bienndal budget act 10
create new faculty and academic staff positions from base funds without prior legislative approval. This
will provide the System with more flexibility to meet staffing pressures caused by increasing enrollments.
In Fiscal Year 2002, the System used this authority to create 89 new positions.

OTHER INFORMATION

Independent Audit

In compliance with Wis. Stat. Sec. 13.94 (1)(c), the State Legislative Audit Bureau has performed an
examination of the State's general purpose financial statements. The examination was made in




accordance with generally accepted auditing standards. Their report is contained in the Financial Section
which follows,

Award

The Government Finance Officers Association of the United States and Canada (GFOA) awarded 2
“Certificate of Achievement for Excellence in Financial Reporting” to the State of Wisconsin for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2001. The Certificate of
Achievement is a prestigious national award recognizing conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable
and efficiently organized comprehensive annual financial report whose contents conform to program
standards. Such reports must satisfy both generally accepted accounting principles and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. This is the sixth vear the State of
Wisconsin has received this award. We believe our current reéport continues to conform to the Certificate
of Achievement Program requirements, and we are submitting it to the GFOA.
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Siate of Wisconsin \ LEGISLATIVE AUDIT BUREAU sice e en

22 €. MIFFLIN ST, STE. 500
MADISON, WISCONSIN 53703
- {B0B) 266-2818

FAX (608} 2670410

Lag. sudit. infofpiegis state.wi us

INDEPENDENT AUDITOR’S REPORT

: Hono%aﬁle: Members of the Legislature .. The Honorable Scott McCallum, Governor - -

We have audited the accompanying financial statemenis of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate -
remaining fund information for the State of Wisconsin as of and for the vear ended June 30, 2002, which
collectively constitute the State’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the State of Wisconsin’s management. Our responsibility is .
to express opinions on these financial statements based on our audit. We did not audit the following
financial statements: the Wisconsin Department of Transportation Revenue Bond Program and
Commercial Paper Program, which represent 11 percent of the liabilities of the governmental activities
and 4 percent of the revenues of the aggregate remaining fund information; the Environmental
Iz_nprovement:Fund, which is a major fund and represents 16 percent of the assets and 19 percent of

the liabilities of the business-type activities; or the College Savings Program Trust, which represents

3 percent of the revenues of the aggregate remaining fund information. In addition, we did not audit the
financial statements of the Wisconsin Housing and Economic Development Authority, the Wisconsin
Health Care Liability Insurance Plan, the Badger Tobacco Asset Securitization Corporation, and the .
University of Wisconsin Hospitals and Clinics Authority, which represent 100 percent of the financial
activity of the discretely presented component units. Those financial statements were audited by other
auditors whose reports thereon have been furnished to us, and our opinions, insofar as they relate to the
amounts audited by others, are based solely upon their reports.

We conducted our audit in accordance with auditing standards generally accepted in the Un ited States
and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. The financial statements of the Wisconsin Housing and
Economic Development Authority, which were audited by other auditors, were also audited in
accordance with these standards. The financial statements of the other funds and component units that
were audited by other auditors were audited in accordance with auditing standards generally accepted in
the United States, but not in accordance with Government Auditing Standards. The auditing standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit and the reports of other anditors
provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements previously
referred to present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the State of Wisconsin as of June 30, 2002, and
the respective changes in financial position and cash flows, where applicable, for the year then ended in
conformity with accounting principles generally accepted in the United States.
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As discussed in Note 21 to the financial statements, the State implemented the following Governmental
Accounting Standards Board statements for fiscal year 2001-02: Statement Number 34, Basic Financial
Statemenis—and Moanagement’s Discussion and Analysis—for State and Local Governments: Statement
Number 35, Basic F inancial Statements—and Management's Discussion and Analysis—for Public
Colleges and Universities; Statement Number 37, Basic Financial Statements—and Management s
Discussion and Analysis—for State and Local Governments: Omnibus; and Statement Number 38,
Certain Financial Statement Note Disclosures. As required by these new standards, the State of
Wisconsin presents both government-wide financial statements and fund-level financial statements.

. The management discussion and analysis, infrastructure narrative, and budgetary comparison schedule =
with related notes as listed in the table of contents are not a required part of the basic financial statements
of the State of Wisconsin but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.

However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that .
collectively constitute the State’s basic financial statements. The combining statements and schedules

in the supplementary information section as listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements of the State of Wisconsin,
The combining statements and schedules have been subjected to the auditing procedures applied in the andit
of the basic'ﬁnanc.ial statements and, in our opinion, based on our audit and the reports of other auditors,

are fairly presented in all material respects in relation to the basic financial statements taken as a whole.

;The.iht:r'éductdry'secﬁon and the statistical section listed in the table of contents have not been subjected
to the auditing procedures applied within the audit of the basic financial statements and, accordingly, we

‘express no opinion on them,

In accordance with Government A uditing Standards, we have prepared a report dated December 13, 2002,
on our consideration of the State of Wisconsin’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts, and grants. A more detailed version
of that report will be included in the State’s single audit report. The report on internal control and
compliance is an integral part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this independent auditor’s report in considering the results of our
audit.

LEGISLATIVE AUDIT BUREAU

Ylvie i
December 13, 2002 by

Janice Mueller
State Auditor
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management's Discussion and Analysis of the State of Wisconsin's Comprehensive Annual Financial Report (CAFR)
presents a discussion and analysis of the State's financial performance during the fiscal year that ended June 30, 2002. i
should be read in conjunction with the transmittal fetter located at the front of this CAFR, and the State’s financial statements,
which follow this part of the CAFR. '

Fiscal Year 2002 represents the first year in which the State is required to implement the provisions of Governmental
Accounting Standard Board (GASB) Statement No. 34, Basic Financial Statements - and Management's Discussion and
Analysis for State and Local Govemnments. Therefore, this discussion and analysis provides few comparisons with the
previous year. Future reports are required to include extensive comparisons.

FINANCIAL HIGHLIGHTS -- PRIMARY GOVERNMENT
Government-wide

* Net Assefs. The assets of the Stafe of Wisconsin exceeded its liabilities at the close of Fiscal Year 2002 by $13.8 biliion
(reported as "net assets"). Of this amount, $(3.1) billion was reported as "unrestricted net assets”. A positive balance in
unrestricted net assets would represent the amount available to be used to meet a government's ongoing obligations fo
citizens and creditors.

* Changes in Net Assets. The State’s total net assets increased by $.5 billion in Fiscal Year 2002. Net assets of
governmental activities increased by $671.8 million or 9.6 percent, while net assets of the business-type activities showed
a decrease of $183.4 million or 2.9 percent.

* Expenses in Excess of Revenues — Governmenial Activities. During the year, the State's total expenses for governmental
activities were $6.3 billion more than the $12.4 billion generated in taxes and other general revenues for govemmentat
programs (before special items and transfers).

Fund

«  Governmental Funds — Fund Balances. As of the close of Fiscal Year 2002, the State's governmental funds reported
combined ending fund balances of $(397.1) million, an increase of $501.3 million in comparison with the prior year. Of
this total amount, $ (1.8) billion represents the "unreserved fund balances”.

* General Fund ~ Fund Balance. At the end of the current fiscal year, the unreserved fund balance for the General Fund
was $(1.9) bilfion, or {11.8) percent of total General Fund expenditures.

Long-term Debt

+ The State's total long-term debt obligations (bonds and notes payable) increased by $458.6 million during the current
fiscal year which represents the net difference between new issuances, and payments and refundings of outstanding
debt. The key factors contributing to this increase was the issuance during the fiscal year of $824.5 million of general
obligation bonds and $580.8 million of revenue bond obiigations. Additional detail regarding these activities begins on
Page 25,

OVERVIEW OF THE FINANCIAL STATEMENTS
The Financial Section of this CAFR consists of four parts: (1) management's discussion and analysis (this section), (2)
basic financial statements, (3) additional required supplementary information, and (4) optional other supplementary

information. Paris (2), (3), and {4) are briefly described on the following page:
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Basic Firi_ancial Statements

The basic fznénciél statements include two sets of statements that present different views of the State -- the governmeni-wide
 financial statements and the fund financial statements. These financial statements also include notes that explain some of
the information in the financial statements and provide more detail.

Government-wide Financial Statements

“The go_\femmenmide'ﬁhanciai statements provide a broad view of the State’s operations. The statements provide both s_hc_ﬁrb
term and long-tenm information.about the State's financial status, which assists in assessing the State’s financial condition at
the end of the fiscal year. The government-wide financial statements include two statements: '

« The statement of net assets presents all of the government‘s assets and liabilities, with the difference between the two
reported as "net assets”. Over time, increases or decreases in the state’s net assets are an indicator of whether its
financial health is improving or weakening, respectively.

) Tﬁe statement of activifies presents a comparison between direct expenses and program revenues for each function of
the State's governmental activities and for different identifiable business-type activities of the State.

These government-wide ﬁnancial statements are divided into three categories:

"« Governmental Aclivities - Most services generally associated with State government fall into this category, including
commerce, education, transportation, environmental resources, human relations and resources, general executive,
judicial and legisiative.

' Business-Type Ac_ti&fties ~ Those operations for which a fee is charged to external users for goods and services are
reported in this category.

»  Discretely Presented Component Units — These are operations for which the State has financial accountability but that
have certain independent quaiities as well. The State's discretely presented component units (all business-type
activities) are: ' )

- Wisconsin Housing and Economic Development Authority,
~  Wisconsin Health Care Liability Insurance Plan, and

University of Wisconsin Hospitals and Clinics Authority.

Badger Tobacco Asset Securitization Corporation

Complete financial statements of the individual component units can be obtained from their respective administrative

offices. Addresses and other additional information about the State’s component units are presented in Note 1-B'to the

financial statements.

|

!

The govermnment-wide financial statements are prepared using the flow of economic resources measurement focus and the
accrual basis of accounting. The accrual basis of accounting, which is similar to the methods used by most businesses, takes
into account all revenues and expenses connected with the fiscal year even if cash involved has not been received or paid.

Fund Financial Statements

The fund financial statements focus on individual parts of the State government, reporting the State's operations in more detail
than the government-wide statements. The basic fund financial statements provide more detailed information of the State's

The State has three kinds of fund categories. It is important to note that these fund categories use different accounting
approaches and should be interpreted differently.

e Governmental Funds - Most of the basic services provided by the State are financed through governmental funds.
Governmental funds report information using the flow of current financial resources measurement focus and the modified
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accrual basis of accounting. These statements provide a detailed short-term view of the State’s finances that assists in
determining whether there will be adequate financial resources available to meet the current needs of the State. Because
this information does not encompass the long-term focus of the government-wide statements, reconciliations are provided
:on the subsequent page of the governmental fund statements. . The State has three major governmental funds — the

- -General ngrid,"-}h’e Transportation Fund, and the Tobacco Seftiement Endowment Fund. Examples of non-major
. _governmental funds Jinclude the Conservation Fund, the Bond- Security and Redemption Fund, and the Capital
‘Improvement Fund. -~ Lo S : RN

» - Proprietary Funds — These funds are used to show activities that operate more like those of commercial enterprises.
Fees are charged for services provided, both to outside customers and to other units of the State. Proprietary funds, like
. the government-wide statements, use the ‘accrual basis of accounting. The State has five major proprietary funds - the
+* Patients Compensation Fund, the Environmental Improvement Fund, the Veterans Mortgage Loan Repayment Fund; the
University of Wisconsin System and the Unemployment insurance Reserve Fund. Examples of the State's non-major
proprietary funds include the Lottery and the Health Insurance Fund. : .

. ._Fidgcféry F_unds - Thése funds ére used to show assets held by the State as trustee or agent for others outside the _Sta'te,
' such as the Wisconsin Retirement System and the Local Government Pooled Investment Fund. Similar to proprietary -
funds, these funds use the accrual basis of accounting. Because the State can not use these assetls to finance 'its

operations, fiduciary funds are not inciuded in the government-wide financial statements discussed above.

S '_ Table 1, below, showé_ -ho'ﬁ_f the Tequired parts of_ this financial ré'poz_‘éé're arranged and relate to one another. B

. e . Tabfe" .
Major Features of State of Wisconsin's Government-wide and Fund Financial Statements
. - - -GOVERNMENT-WIDE '
o o - STATEMENTS L L FUND STATEMENTS L :
| TR Governmental Funds Proprietary Funds Fiduciary Funds
1 Scope .. Entira State government {except  The activiies of the State that are not The activities the State operaies simiiar o Instancas in which the State is the
e fiduciary funds) and the State’s ‘proprietary or fduciary. -Govemmental private fuisiness. ‘Exampies of proprietary  frustes or agant for sormecne slse's
_ - componenturils . -acthvities are primarily financed timugh funds inciude: . ) resources, Examples of fiduciary - S
L - taxes, intergovemnmental revenues, and » Enlerprise funds: funds include: ) B
other nonexchange revsnues. Examples of - Palients Compensation - » Wisconsin Retirement System
“governmental funds indude: . ~ Environmental improvement » Local Government Pocled. -
» General ) -~ University of Wisconsin System Invastrment
« Trangportation © - - Lotiery ) = Unclaimed Property
* Bong-Security and Redemplion » internat sesvice funds:
» Cagital Improvemen! -- Technology Services
« Cornmon School - Facilifes Operations and
] Maintenence
Required financial « Sfatemnent of net assets * Balance shest » Balance shest » Statement of fiduciary net assets -
statements . . Statement of activiies « Statement of revenues, expenditures, » Statement of reverues, expenses and  » Statement of changes in fiduciary -
and changes in fund baiances changes in fund equity nal assels
« Staternent of cash flows
Accounting basis and  Acorual accounting and economic  Modified accrual accounting and cument Accaal accounting and economic Accrua accounting and economic
messurement focus resolisce focus financial resouros foous fesnurces focus esources focus
| Typeof assetfiiability Al assets and lisbiities, both Only assals expected to be used up ard All assets and lishifities, both financial and Al assets and liabilities, both-short-
information . tinantial-and capital, and shor- lishifitias that come due during the yearor  capital, and short-term and fong-tem ten and iong-term -
: : term and fong-term 500 thereafter; no capital assels included i ] o
Type ofinflow-outflow  All revenues and expenses during  » Revenues for which cash is saceived All revenugs and expenses during the All revenues gnd expenses dunng the
information the yoar, regarciess ofwhencash  during or soon afler e end of the year  year, regardiess of when cash is received yoer, regardiess of when cash is
s received or paid « Expenditures when goods or services  or paid received or paid
have been received and payment is dug
dwring the vear or spon thereafier
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Additional Required Supplementary lﬁformation

In addition to this Management's Discussion and Analysis, which is required supplementary information, the basic financial
statements are followed by a section of required supplemental information that further explains and supports the information.in

the financial statements, The required supplementary information includes (1) condition and maintenance data regarding the
 State's infrastructure, and (2) a budgetary comparison schedule, which includes a reconciliation between the statutory and
GAAP fund balances at fiscal year-end of the General, Transportation and Tobacco Settlement Endowment funds.

Other Supplementary Information

The Other Suppiémenia-;y infofm_atid_n 'induﬁes 'qt_am_bining financial statements for nonmajor governmental funds, nonmé_jor
prgpr.ietafy funds, 'in_ter'nai service funds and fiduciary funds, each of which are added together and presented in single
columiis in the basic financial statements.~ - o C

FINANCIAL ANALYSIS OF THE STATE AS A WHOLE
‘I“ableé 2 a_nd_ .3,_ betow, p_féﬁent_s_ummary informétio_n of the State's net assets and changes in net assets.

Net Assets

As presented in Table 2, total assets of the State on June 30, 2002 were $27.6 billion, while total liabilities were $13.8 billion,
resuifing in combined net assets {(govemment and. business-type activities) of $13.8 billion. The largest component of the
State’s total assets, $13.3 billion or approximately 96.4 percent, reflects its investment in capital assets (i.e., land, huiidi_ngs,
equipmehﬁ;,; infrastructure, and others), less any related debt outstanding that was needed to acquire or construct the assets.
Approximately $3.6 billion were resiricted by external sources of the State Constitution, and were not available to finance the
day-to-day operations of the State. ' ' ' '

- The unrestricted net assets, which, if positive, could be used at the State’s discretion, showed a negative balance of $(3.1)
billion. Therefore, no funds were available for discretionary purposes.- A contributing factor to the negative balance is that
governments recognize a fiability on the government-wide statement of net assels as soon as an obligation is incurred. While
financing ‘focuses on when a liability will be . paid, accounting is primarily concerned with when a fability is Incurred.
Accordingly, the State recognizes long-term liabilities (such as general obligation debt, compensated absences, employer
pension related debt, and future benefits and loss liabilities — listed In Note 10 to the financial statements) on the statement of
net assets. In addition fo the effect of reporting long-term liabilities when incurred, the General Fund's total deficit fund
balance of {1.5) billion at year-end, as discussed on Page 23, also contributed to the deficit unresfricted net assets reported in
the statement of net assets.

Table 2
Not Assets
As of June 30, 2002
{in millions)
Total
: iat Activitios Busi At Primary
Current and Other Assets $ 51887 $ 568363 8 11,8256
Capital Assets 12,7979 29517 15,7495
Total Assets 17,6806 GEB8 5 37,5751
Long-isrm Debt Outstanding 47501 25946 73447
Cher Ligkilities 5,584.2 8446 54288
Total Liabiliies 10,3345 342 18,7735
Net Assets:
Invested in Caplial Assels
Net of Related Debt 10,684.3 26258 13,311.2
Restricted 5510 3,038.8 35898
Unrestricted (deficit) {3,583.0) 4835 {3.089.5)
Totat Net Assets 3 76523 3 61453 [ 13,8016
W
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The State’s general obi:gat:on bond mdebtedness increased by $824 5 million for Fiscal Year 2002. These bonds wers lssued
pnmarsiy for the acquisifion or improvement of jand, water, property, highways, buildings, equipment or facilities for public
purposes, to fund a portion of outstanding general obligation commercial paper notes and extendible municipal commercial
_paper, and fo fund veterans housing ioans Outstandlng revenue bonds; whuch are not considered debt of the State, ware
$1 8 bitlion at June 30, 2002 :

Changes in Net Assets

The reavenues and expenses mformatlon as shown in Table 3, was derived from the government-wide statement of acfavutxes_

- and reflects. how the Staie s net assets changed durmg the fiscal year. The State earned program revenues of $11.2 billion

_and general revenues of $12.4 billion for total revenues of $23.6 billion during Fiscal Year 2002. Expenses for the State dunﬂg'
Fiscal Year 2002 were: $24. 4 biflion, Asa resut cf the | excess of revenues over expenses, the total net assets of the State

. __mcreased $.5 bitlion, net of ccntnbut:ons transfers and” spemaf items.’ (In Fasc:ai Year 2002, the sale of the nghts to the

'tobacco settkamen’t revenues was repoﬂed asa spec:ai |tem }

0 o Table3
Changes in Net Assets
For F:scai Year Ended June 30, 2092
(m mlllons) .
Gweﬂmmtal Business-type Total Primary
R - Activities Activities Goverrement
Charges for Senvdices -~ - $ 1,008.1 $ 41028 5 5201.0
- Operatifg Grants and Contributions 40338 27 52309
- Capita Grants ang ommm 8691 618 7308
Gereral Revenues: ’
Income Faxes . 54153 - 54153
- Saies and Use Taxes 40487 - 40487
Public Uiility Taxes 2440 - 2440
" Wotor Fuel Taxes 8222 " 8322
Other Taxes 4434 - 4434
*- - Other General Revenues 1,368.8 107 13795
- ToRevenues - 15,1156 44757 3585,
Comererce T 1949 - 194.9
Ecucation 54404 . 54404
Tearsporiation 1,714.2 - 1714.2
Environmental Resoweces 5320 - 5320
Humen Relations and Resources 7897 4 - 7007 4
Generd Execitive 4183 “ 4163
Judicias - W70 - 070
Legisiztive 509 . 599
Tax Redief arvd Other General Expenses 14166 - 19166
Interest on Longrterm Debt Jrat 78] - 24978
Patients Cormpensation - 729 728
Environmental improvement - 425 425
Vederans Mortgage Loan Repayment - 539 538
bniversity of Wisoorsin System - 29352 29362
Lkmpwm Istrance Reserve - 10718 10718
Lathery ' - 407.5 4075
Health Insurance - 8558 8553
Oﬁvafamrms«iype - 4820 4820
Total Expenses 166765 57216 2435076
Excess {deficiency) Before Special
fterns and Transfers 437 2 (1,249.3) B120)
Coriributions o Permanent Funds/Endaowrents 19.0 85 x5
Transfers {10594 1.059.4 .
Spedial Hems 1.275.0 - 150
Increase (decrasse) in Net Assels &7/1.8 {183.4) 4884
Net Assets - Beginning Restated £,980.5 53327 13,3142
Net Agsels - Ending $ 76523 § 6.148.3 § 138016
w
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Govemmehtat Activities

Total revenues for the governmental activities in Fiscal Year 2002 are $19.1 billion. The governmental activities program
revenue is $6.7 billion, including $1.1 billion of charges for services. General revenues of the govemmental activities is $12.4
billion, of which the largest components are individual and corporate income taxes of $5.4 bilion and sales and use taxes of
$4.0 billion. ‘Motor fuel taxes contributed $.9 billion of general revenues while other taxes $.4 bilion. Revenue from all tax
fypes represents 57 8 percent of total governmental revenues earned during fiscal year 2002, :

Governmental activities expenses were $18.7 biflion, resulting in a net cost of governmental services of $12.0 ‘billion.
Education {excluding the University of Wisconsin System) represents 40.6 percent, human relations and resources accounts
for 32.2 perceni,'._and tax relief and other general expenses represents 15.5 percent of the total $12.0 billion of net cost of
governmental services. : DR -

Table 4 presents the net cost of governmental activities, The net costs represent the difference between program revenues
and expenses.

Table 4
Net Cost of Governmental Activities
For the Fiscal Year Ended June 30, 2002
{in mithons)
Net Cost of Services
Commerce 3 171
Education 48600
Transporiation 5323
Environrrental Resources 32
Human Relations and Resources 38515
General Execitive 131.6
Judicial - 85.1
Legislative ' 588
“Tax Refief and Cther General Fxpenses 1.862.0
Interest on Long-term Debt ) 2056
Totals % 13,9752

Business-Type Activities

Revenues of business-type activities totaled $4.5 billion for Fiscal Year 2002. These activities generated program revenues of
$4.5 billion and general revenues of $.01 billion. The program revenues consisted of $4.1 billion of charges for services and
$.3 billion of operating grants and contributions and .1 billion of capital grants and condributions. General revenues consisted
solely of $.01 billion of other general revenues. The total expenses for business-type activities were $5.7 billion,
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S E _"FmANcsAL ANALYSIS OF THE STATE S INDIVIDUAL FUNDS

Govemmentat Funds

At the end of Fascai Year 2002 the State's govemmenﬁai funds reported a combmecf fund balance of ${367.1) mlihon Funds
- wzth s«gntf cant changes in fund hatanc;e are dzscussed below: :

GeneraE Fund |

The General Fund is the ‘chief uperating fund of the State. At the end of the Fiscal Year 2002, the State's General Fund
. reporied $(‘E 484 3) miiiron in its total fund baiance “The total fund balance decreased $198.8 million from the previous year _
A ma;or factor contributing to this decrease was a reduction in individuai income tax revenues from Fiscal Year 2001 to 2002,
. attributable ‘to’ the general--economic slowdown’ and-income tax cuts. Other contributing factors include an increase in
: expendztures that relate 'to the general equahzat;on assistance fo the Siate’s 426 school districts and an increase in
'expendttures to the state and federaily funded Med;cai Assistance program for medical services to certain categorses of low
mcome persons : : :

At the encf of ’Ehe Flscai Year 2002 the General Fund reported $(1, 877. 3) million in its “Unreserved” Fund Baiance Th;s
'cempares to a Generai Fund Unreserved Fund Balance of $(1,588.9) million as of June 30, 200%. An unrasewed fund
‘balance represenis the excess of the assets of the Generat Fund over its liabilities and reserved fund balance accounts,

" Reservations of fund balances of governmental funds represent amounts that are not available for appropriation. Examples of
-funci balance reservatlons reported in the General Fund mcfude reserves for encumbrances, mveniones and prepaid tems.

: ln order io prowde addﬁsonal revenues to baiance the Fiscal Year 2002 budget, the State diverted $992.4 million in Fiscai Year
- 2002 from the Tobacco Settlement Endowment Fund, the balance in which had been created from the sale of a portion of the
State 8! nght to the Attomeys Generai Master . Settlement Agreement of 1998 (discussed in Note 1-B fo the financial
statements) The remaining fund baianoe of Tobacco Settlement Enciowment Fund of $283 8 million as of June 30, 2002 was

N depieted as of November 18, 2002."

o Under an mterpretatton of federai faw, the State has been able to be reimbursed with additional federal funds ($331.0 m;lhon in
- Fiscal Year 2002) for medscal ass;stance programs. However, it is not certain that this revenue source wilf be ava:_table_ in

U "future years

'As men’aoned above due to the economic slowdown, the State of Wisconsin, similar to other states, has and continues to
experience a reduction in the growth of tax revenues. As a result, the state may be required to make significant changes in
future buctgets which may reduce expendatures to recognize revenue shorifalls or examine alternative funding strategies.

General Fund Budgetary H:ghhghts

Dafferences between the original budget and the final amended budget were significant {a $2.7 billion increase in
appropriations). This was due primarily to the fact that several of the State’s largest programs {including Custody Accounts,
. Food Stamps and the majority of Interagency Aids — see *, below) are not included in the original budget. In addiion,
nurmerous adjustments to spending estimates were needed as the year progressed because of changing circumstances
(spendmg ngeds can change dramai:caiiy over a one-year period). The largest variances incurred in the following programs
{in m:liaons)

Program Variance

UW System Principal Repayment and trﬁerest $ (50.1}

‘UW Systern Academic Student Fees 64.4

*  Medical Assistance Waiver Benefits (55.5)
+  Depariment of Health and Family Services Interagency Aids 970.7 *

+ Federal Ald, Medical Assistance 1155
« Department of Workforce Development Interagency and Intra-agency Aids 81.0*
» Food Stamps 1857 *
«  Custody Accounts 966.9*
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Actual charges o appropriations (expenditures) were $1.3 billion below the final budgeted estimates. The most sigﬁiﬁcént '
positive variances occurred in UW System Federal Aid — Special Projects ($56.9 million), Department of Health and Family
Services Federal Ald Medical Assistance (SBO 4 miliion}, and Economic Support — Aids to Individuals (§52.5 million}.

Dunng the past ﬁscai year the budgetary-based fund balance decreased for the General Fund, primarily due to a planned
spend down of the General Fund surplus and a shorifall in tax revenues of $189.5 million. This shorifall in tax receipts was
indicative of the general downtum in economic conditions nation-wide.

Tobacco Settlemer;i Endowment Fund

The Tobacco Settiemeni Eadowment Fund accounts for all of tha proceeds from the sale of the State’s right to receive
payments under the Attomneys General Master Tobacco Settlement of 1898 and all investment eamings on the proceeds,
The revenues of this fund generated by the proceeds totaled $1,275.0 million for Fiscal Year 2002. A transfer out of the
Tobacco Seftiement Endowment Fund to the General Fund, totaling $892.4 million in Fiscal Year 2002, represents the
Tobacco Settlement Endowment Fund portion to be applied to the municipal and county shared revenue program payment,
as well as other General Fund programs.

Proprietary Funds

The State’s proprietary funds provide the same type of information found in the government-wide financial statements but in
more detail. Significant changes to revenues or expenses of proprietary funds from Fiscal Year 2001 to Fiscal Year 2002
include the following: -

e Duetothe increasirig unemployment in the State, the Unemployment Insurance Reserve benefit expenses increased from
$698.1 million in Fiscal Year 2001 to $1,071.7 million in Fiscal Year 2002.

« In Fiscal Year 2002, the Heaith Insurance Fund's revenues increased to $671 5'million and expenses increasad to '$655.8
million, reflecting a $112.5 million and $94.3 million increase, respectively, :due fo the rising cost of health insurance
premiums paid {o health insurance providers.

Fiduciary Funds
At June 30, 2002, assets held in trust for pension and other employee benefits totated $56.0 billion, which represents a $5.3
billion reduction (8.6 percent} from June 30, 2001. This change reflects a decline in investments of the pension and other

employee benefit trusts of $5.4 billion or 8.1 percent from the previous year. This deciine results primarily from the net
depreciation in the fair value of invesiments.
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o 'ENTITY~WIDE CAPETAL ASSET ANI) DEBT AQMINISTRATK)N

G _Capttal Assets

o Al the ciose af Fiscal Year 2002 the Staie had $15 7 bamon mvested in capital asseis net of accumuiaied depreciation of $2 5

" billion. This represents an increase of $811 B msiilon ‘of 5.4 percent, from Fssca! Year 2001. Depreciation charges totaled
1 $90.0 mitlion and $122.5 mlilxon for governmental and busmess—type activities, respectsvety, in Fiscal Year 2002. The deialis
" ofthese assets are presented in Table 5 below Addmonai mformatron about the State s capital agsets is presented in Noie 7

o -to the ﬁnanczai statements

Tab!e 5 S
Capital Assem Net of Depaeclat:on, as of June 30 2002
{m mil itions)
E G_o_vernmeptai -BuSinés_s Type
Activities . Activities Total
land s i 1iee s q0e s 1,258
Buridmgs and lmpwvemenis o 1,208 : - 1,673 _ 2,878
Machinery and Eqmpment SR - S 286 Lo 1,180 o 1,446
+ Infrastructure : o : S © 9,206 . 9,206
Cﬂnstructnon in ngfess : D TR -7 1.1 R 10 : 965

_ - .The major pstal asset adcﬁtmns c.ompieted durmg Flsca! Year 2002 mciuded the Staniey Correct;onal Facility ($84. 6 m:ﬂaan '
i expended) and ‘the Justice: Center and Law Library ($422 ‘million’ expended} 1in addition to these completed pm}ects .

: canstructmn in progress as of June 30, 2002 for governmental and business-type activities totaled $109.4 milfion and $211.7

S miltion, respectweiy "Alist of construction in progress projects is provided iri'Note 7. The State's proposed major. capstaf

. -pro;ec:ts for Fiscal Year 2003 znciude the Bioiech tncubator Medlcal Coiiege of Wrsconsm in Mliwaukee (estamated budget of

"$83 mtllaon)

Debt Administratijdn

The State af Wsconsm Bulldmg Commussmn an agency of the State, is empowered by law to consider, act upon, authorzze
issue and sell all debt obligations of the State. The total generai oblzgailon debt outstandmg for the State as of June 30 20{32
- was $3.9 billion, as shown in Table 8. .

- During Fiscal Year 2002, $824.5 million of these general obligation bonds were issued to provide for the acqguisition or

-;mprovement of land, water, properly, highways, buildings, ‘equipment, or facilities for public purposes, refund current

* outstanding bonds, ‘and fo- fund a portion of ouistandmg extendible mumczpai commercaal paper. i‘-’ur&h_er $55.0 milion of
o generai obhgation bonds were - |ssued for veterans heusang loans : - S '

Chapter 18 ﬂf the Wsconsm Statutes authonzes ‘the State’ ic issue ‘revenue nbtngateons These obligations, which are not
debt of the State, are secured by a pledge of revenues or ;Jroperly derived from the operatsons of a.program funded by the
issuance of the obligations. Revenue bonds of the primary government totaled $1.8 billion nuistandmg at June 30, 2002, as
.. shown in Table 8., Thaese bonds included $965.3 million of Transportation Revenue. Bonds, $189.8. million .of Petroleum
inspection Revenue Bonds, and $659.5 million of Environmental Improvement Revenue Bonds.
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Table §
Outstanding Debt as of June 30, 2002
(in miflions)
Governmentat Business-Type
Activities Activities Total
.| General obligation bonds and notes § 29628 § 996.2 $ 39588

Revenue bonds and notes 1,165.1 650.5 18246
- Totals ' R ' ] _ 3 41277 ) $ 1,655.7 § 57834

Articte VIII of the Wisconsin Constitution and Wis. Stat. Sec. 18.05 limits the amount of general obligation bond debt the State
can contract in total and in any caiandar year. In total, debt cannot exceed five percent of the value of all taxable property in
the State.  The amount of debt contracted in any calendar year is limited to the lesser of three-quarters of one percent ‘of
aggregate value of taxable proparty or five percent of aggregate value of taxable propery less net indebtedness at January 1.

At Ju_ne ap, 200_2, Stat_e of Wlsconsm fixed bomis had a rating of Aas from Moody's Investors Services, AA- from Standard_and
Poor's Corporation, and AA from Fitch investors Service, L.P. Variable bonds had a rating of P-1 from Moody's, A-1 from
Stanc_iard and Poor's Cprppration, and F-1 from Fitch Investors Services, L.P.

Detailed in"fdrmation':about the State’s long-term debt activity is presented in Note 11 to the financiat statements.

| !NFRASTRUCTURE - MODIFIED APPROACH

The State repoﬂs ;nfrastructure (l e., roads, bndges and bu:lcimgs considered an ancillary part of roads) as capital- assets
_ Tbe State has elected to report its mfrastmcture assets {11 200 ‘miles of roads and 4,800 bridges with a combined value of
*$9.2 billion), using the modified approach Under this method, infrastructure assets are not required to be deprecaated if the

State manages its eligible tnfrastructure assets using an asset management system designed to maintain and preserve these

assets at a condition level established and disclosed by the Siate.

All infrastructure assets constructed prior to July 1, 2000 have been recorded at estimated historical cost. Historical cost was
determined by calculating current costs of a similar asset and deflating that cost, using a price-index, to the estimated average
construction date. Infrastructure costs, which exclude right of way, are expressed in 2000 doliars and deflated back io the
average construction date using the Federal Highway Administration’s composite index for federal-aid highway construction.

in order to adequately serve the traveling public and support the Siate economy, it is the State’s policy to ensure at least 85
percent of the state-owned roads and bridges are in good or fair condition. As of June 30, 2002, 85.4 percent of the roads and
92.4 percent of bridges were in good or fair condition, congistent with State policies,

For the fiscal year ended June 30, 2002, actual maintenance and preservation costs for the State's road network were $437.6
milion, or $33.1 million less than the estimated amount. On that same date, actual maintenance and preservation costs for
the State’s bridge network were $38.4 million, or $4.8 million more than the estimated amount. The State of Wisconsin,
Department of Transporiation’s mulfi-year budgeting process, allowing encumbrances to canry forward, makes a comparison
of actual to estimated amounts difficult since expenditures for the current year may have been budgeted and committed o a
project in prior years.
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ECONOMIC FACTORS
In caiendar year 2001, the W’sconsm economy refiecied the national recession. After averaging 2% growth annually from
1991 to 2000, Wisconsin's empicymeni growth halted in 2001. Non-farm employment declined 6,000 jobs or -0.2% from

- 2000 Unemployment averaged 4.5% of the labor-force. -However, if increased steadily over the course of the year from 4.1%
~in danuary to 4. 9% in December Job losses were concentrating in manufacturing, down 4.5% and construction, down 1 4% :

Personai income growth weakened with the employment losses. Personal income growth slowed throughout 2001, On the
year income growth averaged 3.4% compared to 6,3% in 2(300 income growth slowed throughout the year, from 4.9% in the
- fi rst quarter fo 2. O% in the fcurth quaﬂer S S

- _En 2002 the Wisconsm economy recovery preceded the natlonat recovery. Employment began increasing again in March By
: September non-farm employment 3 was 0.5% ahead of a year ago. The unemployment rate peaked in February at 5.8% but

then decreased steadily to 5:1% in September. Growth in services, finance and construction are more than offsetting losses in

manufacturmg utﬁ;t:es and gavernment :

. Parsonal mc:ome growth began acceieratfng From the 2.0% at the end of 2001, income growth had increased to 3. 3% by
second quarter 2002. : :

: '_‘Msconsin_’s prc_)p'erty vaiues_ were irishiaied from the recession. Real property values increased significantly in 2001 and 200_2.
‘Total values increased 9.2% in 2001 and 7.5% in 2002. Commercial, manufacturing and residential real estate alf increased

- significantly in both years Hn 2001, $7.5 bilfion in new construction was added to real property in Wisconsin up from $7.1
billion in- 2000. ' I PR .

tnﬂatson in Wscansm has been modest As measured by the. Maiwaukae-Racme CSA consumer price index, inflation in 2001
_ _dropped to1 6% from a year earher 1n the first half of 2002 mﬁaﬁon has dropped to 0.6%. :

. CONTACT!NG THE STATE S FII\EANCIAL MANAGEMENT

‘This f nanma feport is desagﬁed to- provrde Wisconsin's catizens taxpayers customers,. investors and creditors with a generai

- overview of the State's finances and to demonstrate the State's accountability for the money it receives. Questions about this

report or requests for additional financial information should be addressed to: State of Wisconsin, State Controller's Office
101 E. Wilson Street, 5th Floor, Madison, Wi 53707.

The State's cormponernt units issue their own separately issued audited financial statements. These statements may be
obtained by directly contacling the component unit.  You may coniact the individual component units through their
administrative offices identified in Note 1-B.

* & R K
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State .of Wisconsin

Statement of Net Assets
June 30, 2002
{in Thousands)
: Primary Government
Governmental Business-Type Component
Activities - Activities Totals Units
Ll Assets ) :
: Casi'a aﬂd Cash Equwaienis S R 1 216327 3 2,912,543 § 5028870 $ 187,444 -
- nvestments’ o : 155378 1,209,858 1,385,246 592,187 .
. Receivables (net) 2,383,615 2,306,586 4,880,211 1,994,812
© internal Balances 37,420 {37,420) - e
: .Inventcnes 48,080 35,687 83,767 7.524
F-‘repa:d Hems 388,603 103,741 482,344 3,538
-Capital Leases Recesvable . :
) Component Units .~ : - 25,772 25772 -
‘Restricted and Limited Use Assets o DS
-Cash: and Cash eqzwaiants 30,444 58,903 89,347 162,424
“Investments 3 - 3 405,600 -
- Other Receivables - - - 212
Deferred Charges’ 28,545 14,126 39,671 29,085
- Capital Assets: : -
Depreciable - 1,552,765 2,835,493 4,388,257 222,004
: Nondepreciable: L
infrastructure 9,205,713 - 9,205,713 -
Other - 2,039,406 116,159 2,155,565 -
OtherAssets - 332 £,998 10,330 19,095
" Total As'seté 17,986,631 49,588,466 27,575,087 3,714,995
. _ f.iabllmes E
Accounts Payable and Other : ) : : : s
Accrued Liabilides 4,350,040 385,085 4,735,135 146,458
Tax and Other Deposits - 37,389 14,323 51,712 160,872
Deferred Revenue’ 341,298 173,874 515,172 524
Short-term Notes Payable 544,191 17,530 561,721 -
Long-term Liabilities:
Current Portion 311,296 253,782 565,088 222,143
Noncurrent Portion 4,750,096 2,594,560 7,344,656 3,869,886 ©
Total Liabilities 10,334,311 3,439,174 13,773,485 4,339,980
 Net Assels
invested in Capitat Assets, Net of Related Debt 10,684,294 2,626 925 13,311,219 67,550
Restricted for:
Transporiation Programs 8,811 - 8,611 -
Diebt Service 20,434 - 20,484 -
Unemployment Compensat;on - 1,586,218 1,686,218 -
Environmental Improvement - 829,343 829,343 -
Permanent Trusts:
Expentabie 1,383 185,734 187,118 -
Nonexpendable 508,828 112,382 522,210 -
Other Purposes 10,708 325,155 335,862 467,586
Unrestricted {3,582,988) 483,535 {3,009 453) {1,160,121)

Total Net Assets

7,652,320 §

6,149,292 "%

13.801.8612°

S

{524,985)

The notes to the financial statements are an integral part of this statement,
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State of Wisconsin

Statement of Activities
For the Fiscal Year Ended June 30, 2002

Program Revenues

Operating Capital

Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government:

Governmental Activities:
Commerce $ 184,927 % 145118 % 32728 % -
Education 5,440,440 20,187 560,241 -
Transportation 1,714,215 439,574 83,625 648,688
Environmental Resources 531,983 171,185 55933 3,632
Human Relations and Resources 7,997,351 114,293 4,014,744 18,808
General Executive 416,284 158,683 126,081 -
Judiciai 106,954 41,494 317 -
Legisiative 50,048 1,130 4 -
Tax Relief and Other General Expenses 820618 4,534 50,106 -
intergovernmental _ 1.095,991 - - -
Interest on Debt 287,572 1,930 - -
Total Governmental Activities 18,676,293 1,008,149 4,833,780 669,128

Business-type Activities:
Ratienis Compensation 72,923 51,271 - -
Environmental improvement 42,491 32,629 41,608 -
Velerans Mortgage Loan Repayment 53,888 46,296 - -
University of Wisconsin System 2,836,234 1,756,157 153,550 80,418
Unemployment Insurance Reserve 1,071,756 744 891 101,326 -
Lottery 407 537 427 666 - -
Health Insurance - 655,833 671,545 - -
Other Business-type 481,986 372,359 602 1,358
Total Business-type Activities 5721648 4,102,813 297,085 81,776
Total Primary Government 3 24387940 3 5,200,961 § 5,230,865 § 730,804

: i e e P

Component Units: - -
Housing and Economic Development Authority 274,536 149,795 123,120 -
Health Care Liability Insurance Plan 19,650 13,891 - -
University Hospitals and Clinics Authority 482,263 502,564 - -
Badger Tobacco Asset Securitization Corporation 1,277,242 - - -
Total Component Units $ 2083691 § 666,350 § 123,120 $ 0

General Revenues:
Dedicated for General Purposes:
Income Taxes
Sales and Excise Taxes
Public Utility Taxes
Other Taxes
Motor Fuel/Other Taxes Dedicated for Transportation
Other Dedicated Taxes
Interest and Investment Earnings
Miscellaneous
Confributions to Term and Permanent Endowments
Contributions to Permanent Fund Pringipal
Special tlems - Tobacco Setement Sale
Transfers

Total General Revenues

Change in Nef Assels
Net Assets - Beginning

Net Assets - Ending

The notes to the financial statements are an integral part of this statermnent,
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{In Thousand's)

Net (Expense) Revenue and
Changes in Net Assets -

Primary Government

Governmental

: Business-Type Component
Activities Activities Total Units
$ L {17080) § - $ | (17.080)
: (4,860,011} - {4,860,011)
{532,328) - (532,328)
{301,233) - (301,233)
(3,851,508) - {3.851,506)
{131,520) “ {131,520y
(65,143) - (65,143)
{B8,804) - (58,804)
. (765,978) - {765,978)
{1,095,991) - (1,085,991)
{205,641) - (295 641)
{11,875,237) {11,975,237)
- {21,653) {21,653)
- 31,745 31,745
- (7.593) {7,593)
- {965,109) (865,109)
- {225,539) (225,539)
- 20,129 20,129
- CABTAR 15712
= (107.667) {107.667)
o {1,259,974) {1,259,974)
{11,975,237) (1,259,974} (13,235,210)
(1,621)
(5,659)
20,301
{1,277.242)
C(1,264,221)
5,415,337 - 5415357 -
4,048,716 - 4,048,716 -
243,870 - 243,970 -
254,106 - 254,106 “
892,162 - 802,162 -
188,343 - 189,343 -
28,018 10,668 39,687 30,012
1,339,812 2% 1,335,841 -
- 68,482 6,482 -
18,973 - 18,973 -
1,275,002 - 1,275002 -
{1,059,422) 1,059,422 . -
42,847,018 1,076,600 - 13,723,618 B0et2
671,781 (183,373) 488 407 (1,233,3009)
6,980,539 6,332,665 13,313,204 608,324
3 7652320 % 6,149,292 % 13,801,612 (624,985)
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State of Wisconsin
Balance Sheet - Governmental Funds

June 30, 2002
{in Thousands)
Tobacco
Settlement Nonmaior Total
Generat Transportation Endowment Governmentat Governmental
: Assets :
Cash and Cash Equivalents $ 8,342 8 318,749 § 826,156 $ 921,082 § 2,075,338
investmenis o ‘883 - - 154,495 165,378
Raceivables (nat of estimated _ ' R
uncollectible accounts): )
Taxes . | - 1,115,043 82,810 - 23,264 1,231,117
Loans to Loval Governments 16,947 - - 220,281 237,228
{ther Receivables 172,495 5,703 - 25,081 203,280
Due from Other Funds 760,935 32414 - 72,383 885733
Due from Component Units 7 B - - 7
interfund Receivables - 410 - - 410
Due from Other Governments : 557 678 99,437 - 11,885 668,000
inventories 12,474 21,517 - 2,607 36,508
Prepaid Hems 345 401 2,516 - 11,529 359,447
Advances to Other Funds - - - 3,060 3,000
Other Assets - - - 332 332
Rastricted Assets: o
Cash and Cash Equivalenis - - - 30,444 30,444
Investments 3 - - - -3
Total Assets S 2991208 $ 2 573556 § 2 826155 § 1,476,403 § 5.867.323
Liahilities and Fund Bailances
Liabiiities: :
Accounts Payable and Other . : . o
CAccrued Liabilities - $ 70,727 § 112,531 $ - % 280,154 § 963,412
Due o Other Funds 132,483 36,997 542 361 126,575 838,418
Due to Component Units 798 - - - 798
Interfund Payables 757,440 - - 6,205 763,645
Due to Other Governments 1,488,696 53,893 - 23,074 1,566,662
Tax Refunds Payable 888,537 4,533 - 666 893,737
Tax and -Other Deposits 30,413 533 - 6,443 37,388
Deferred Revenue 605,449 8738 - 9,356 823,543
Interest Payable - - - 31,028 31.029
Advances from Other Funds - - - 5,008 5,008
Short Term Notes Payable - - - 491 170 491,170
General Obligations Bonds Payable - - - 100 100
Revenue Bonds and Notes Payable - - - 49 558 49,555
Total Liabilities 4475542 217,226 542,361 1,029,334 6.264,463
Fund Balances: ‘
Reserved for Encumbrances 186,554 541,425 - 212,615 940,594
Reserved for Inventories 12,474 21517 - 2,607 36,598
Reserved for Prepaid ltems 193,867 2518 - 11,528 208,013
Reserved for Restricted Funds - - - 87 871
Reserved for Long-term Receivables - - - 186,463 186,463
Reserved for Advances to Other Funds - - - 3,000 3,000
Unreserved, Reported In:
General Fund {1,877.328) - - - {1,877,328)
Special Revenue Funds - {209,128) 283,784 196 656 271,321
Capitai Projects Funds - - - {511,890} (511,890
Debt Service Funds - - - 20,484 20,484
Permanent Funds - - - 324,733 324,733
Total Fund Balances {1,484,333) 356,330 283,794 447,068 (397 ,140)
Total Liabilities and
Fund Balances $ 2801208 § 573556 § 826,155 § 1476403 % 5,867,323
(Continued)




| ...'.-.-._:'Staté ofWikconsin R
" Balance Sheet - Governmental Funds

June 30, 2002
L ' (Contin'u'e'd}
Total -
Governmental
_ 'Reé_dgcil;’a_ﬁon to the Statement of Net Assets:
Total Fund Balances from previous page _ 5 {_39_7,140)
Capital és's;eis_ Eﬁéd in governmental activities are not financial
rasources and, therefore, are not reported in the funds: | g
- Infrastructure 9,205,713
Other Capital Assets - o 3.811,135
. Accum_u_!_atef_i Depr_ec_iatéan_ S _ {B37,298)
* Other long-term és'sats'that' are hot available to pay for current period AR
- :expeﬂd_ftyz‘e_s and, therefore, are deferred in the funds. 31,054
Some of the State's revénues will be cpﬂé_cfedéfter year-end but are not _
. -available soon enough fo pay for the current period's expenditures e
. and, therefore, are 'defe;re_d inthe funds. . o 284,618
Internal séfvi’ée funds are used by management to 6harge the costs of '
-Certain aclivities, such as insurance and telecommunications, to individual
- funds.. The assets and fiabilities of thee internal service funds are included S
_in governmental activities in the Statement of Net Assets. o8814
Long-term !Eébiliﬁ_és,"in’c_:lﬂding bonds péty'abf_é, are not due and payable in '
© the current period and, therefore, are not reported in the funds. s
. Revenue Bonds Payable R _ . {1,115,506)
~ General Obligation Bonds Payable (2,802,608)
. Accryed interest on Bongs - : . L2387
- Capital Leases © R {14,432)
installment Contracts ~ - (1,248}
Compensated Absences (88,832)
Cigims and Judgments - {1,872)
Employer Pension Related Debt Costs (707,003)
Net Asse_zs of Governmental Activities as reported on the o
~ Btatement of Net Assets {See page 31) : $ 7,652,320

The notes to the financial statements are an integral part of this statement,
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State of Wisconsin

Statement of Revenues, Expenditures, and Changes in Fund Balances -
Governmental Funds

For the Fiscal Year Ended June 30, 2002

{In Thousands)

Tobacco
Settlement Nonmajor Totat
General Transportation  Endowment Governmental Governmental
~ Revenues: . o

Taxes o 3 9970736 § 890,760 § - $ 189,162 § 11,050,658

Intergovernmental 4,730,673 742,522 - 36638 5,500,834

lLicenses and Permmits 219,286 331,677 - 304,128 855,003

Charges for Goods ' e
and Services 191,771 16,232 - 18,062 224,068

Irvestment and
Interest Income 7,166 4,662 1,152 32,582 45,562

Fines and Forfeitures 28,246 516 - 26,630 55,382

.ifts and Donations 27,308 - - 10,780 38,087

Other Revenues: S

- intergovernmental Transfer 969,886 - - - 969,886
Tabacco Settlement 186,215 - 1,275,002 - 1,431,218 -
Other - ' 147,418 14,627 - 4,525 166,569

Total Revenues 16,448,706 2,000,887 1,276,155 820,508 20,346,368
Expenditures:

Current Cperating: E
Commerce 168,847 - - 20,344 198,281
Education : 5,372,975 - - 44161 5417136
Transportation 5,032 1,648,894 - 10,235 1,664,161

- Environmentat Resources 120,027 . - 408,672 528,699
Human Relations and ' ' =

Resources . ¢ 7,732,733 - - 225 041 7.957.774

General Executive 386,783 - - 56,155 442038

Judigial - - 102,736 - - 332 103,069

Legislative 61,889 - - - 61,989

Tax Relief and Other General SRR

Expenditures 804,558 - - 18,093 822,650

Intergovernmental 1,095,991 - - - 1,085,991

Debt Service: e
Principal - - - 173,247 173,247
Interest and Other Charges - - - 209,851 209,851

Capital Outlay 20,974 313,222 - 326,508 688,704

Total Expenditures 15,881,746 1,862,116 - 1,501,638 18,345,501
Excess of Revenues Over o

(Under) Expenditures 566,960 38,881 4,276,155 {881,131 1,000,865
Other Financing Sources (Uses): ' R

Long-term Debt Issued - - - 529,649 529,648

Long-term Debt issued - Refunding Bonds - - - 596,332 596,332

Payments to Refunding Bond Escrow .

Agent’ . . . (631.477) 531.477)
Premium/Discount on Bonds - - - 60,247 60,247
Transfers in 1,122,764 134 _ - 044,201 2,067,089
Transfers Out (1,893,081 {34 6713 (962,381) {#15,802) (3,135,615}
Transfers to Component Units {(178) - - - {178)
instaliment Purchase Acquisitions 41 - - 1,175 1,218
Capital Leases Acguisitions 4,669 1,261 - 109 6,038

Total Other Financing :

Sources (Uses} _ (765,782) {33,276) {992,351) 1,264,735 (508,685}

Net Change in Fund Balances (198.822) 5605 283,784 403,604 454 180
Fund Balances, Beginning
of Year {1,285,537) 344,484 - 42610 (888,443}
Increase (Decrease) in
Reserve for Inventories 26 6,242 - 854 7,123
fund Balances, £End of Year $ (1,484,333} & 366,33¢ § 283,794 % 447 068 $ {397,140)
{Continued)






