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To the Municipal Bond Investment Community and Other Users of this Report:

This document constitutes the Annual Report for the fiscal year ending June 30, 1996 submitted by
the State of Wisconsin in fulfillment of undertakings it has made to permit brokers, dealers and
municipal securities dealers to comply with Securities and Exchange Commission Rule 15¢2-12 (b}
(5) in connection with their participation in offerings of municipal securities issued by the State. This
Annual Report is being submitted on this date to each nationally recognized municipal securities
information repository. At this date, there is no state information depository for the State of
Wisconsin.

The format and scope of this report is tentative, given the lack of reporting models for major bond
issuers to reference. We have chosen an inclusive globat approach to the report as opposed to a
very brief report incorporating separately filed financial statements by reference. The format of this
document in future years will depend fargely upon the feedback received from people who use this
report. Your comments on the usefulness of this report and how it may be modifed or improved will
always be welcome.

This Annual Report is divided into five parts. Part | presents the State's continuing disclosure
undertakings. More specifically, the State has executed a Master Agreement on Continuing
Disclosure that establishes a general framework under which the State will provide continuing
disclosure about municipa! securities issues.  The State has also executed three separate addenda
that describe the information to be provided about general obligations, master lease certificates of
participation, and transpartation revenue bonds, respectively.

Part || presents general information about the State, including its operations and financial results,
This part includes the audited general purpose financial statements for the fiscal year ending June
30, 1998 and the State Auditor's report.

The remaining parts separately present information about different types of municipal securities
issued by the State. Information is presented about general obligations in Part Hl, about master
lease certificates of participation in Part 1V, and about transportation revenue bonds in Part V.
Because these parts relate fo different types of municipal securities issued by the State, the context
or meaning for terms used in one part may differ from that of terms used in another part.

As of this date, the State has not entered into any undertaking that requires it to provide information
about it clean water revenue bonds. The most recent official statement for the clean water revenue
bonds is dated June 29, 1995. The State is preparing a clean water revenue bond issue for a
planned sale in January 1997 The State will include the clean water revenue bonds under the
Master Agreement on Continuing Disclosure at that time and will provide information about the clean
water revenue bonds in future annual reports
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The following is a summary of the ratings, as of December 1, 1996, assigned to the different types of
municipal securities issued by the State:

Fitch Moody's Standard &
Investors Investors Poor's Ratings
Service, LP.  Service, Inc. Group
Credit
General Obligations AA+ Aa Al
Master Lease Certificates of Participation Ab- Al A
Transportation Revenue Bonds AA Al Al
Clean Water Revenue Bonds AA+ Aa AA

On December 16, 1996 the Capital Finance Office was advised that the Moody's rating for the
clean water revenue bonds will be expressed as “Aa2" for the bond sale planned for January,
1997

While this Annual Report includes the audited general purpose financial statements for the fiscal
year ending June 30, 1996 for the State of Wisconsin prepared by the State Controller, interested
parties may also wish to refer to the State Controller's comprehensive annual financial report for the
same period. That document will be filed separately with each nationally recognized municipal
securities information repository.

This office is the primary contact point for disclosure information about the State of Wisconsin. The
general telephone number for information is (608) 266-2305.

ank R. F-ioa 8
apital Finance Director
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PART I
STATE’S CONTINUING DISCLOSURE UNDERTAKINGS

This part of the Annual Report presents information on the undertakings the State of Wisconsin
has made to permit brokers, dealers and municipal securities dealers to comply with Securities
and Exchange Commission Rule 15¢2-12 (b} (5) in connection with their participation in the
offerings of municipal securities offered by the State.

This part of the Annual Report includes a conformed copy of the State’s Master Agreement on
Continuing Disclosure, which establishes a general framework under which the State will
provide continuing disclosure about municipal securities issues. Also included in this part of the
Annual Report are conformed copies of the three addenda which the State has executed. These
describe information to be provided about (i) general obligations, (ii) master lease certificates of
participation, and (iii) transportation revenue bonds, respectively.

This Annual Report includes information and defined terms for different types of municipal
securities issued by the State and has been gathered from multiple sources. The context or
meaning of terms used in this part of the Annual Report may differ from that of terms used in
another part.

PART I-1 CONTINUING DISCL.OSURE
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MASTER AGREEMENT ON CONTINUING DISCLOSURE

This Master Agreement on Continuing Disclosure (the "Disclosure Agreement"} is executed
and delivered by the State of Wisconsin (the "Issuer"), a municipal securities issuer and a sovereign
government. The Issuer covenants and agrees as follows:

SECTION 1. Definitions. The following capitalized terms shall have the following
meanings:

"Addendum Describing Annual Report" means an addendum, substantially in the form
of Exhibit A hereto, that describes the contents of an Annual Report for a particular type of
obligation.

"Annual Report" shall mean any Annual Report provided by the Issuer pursuant to, and
as described in, Sections 4 and 5 of this Disclosure Agreement.

"Bonds" shall mean any issue of the Issuer's obligations to which this Disclosure
Agreement applies.

"Bondholders" shall mean the beneficial owners from time to time of the Bonds.
"Disclosure Agreement" shall mean this agreement.
"Issuer” shall mean the municipal securities issuer described above.

"Listed Events" shall mean any of the events listed in Section 6(a) of this Disclosure
Agreement.

"MSRB" shall mean the Municipal Securities Rulemaking Board,

“National Repository" shall mean any nationally recognized municipal securities
information repository for purposes of the Rule.

"Participating Underwriter" shall mean any of the original underwriters of the Bonds
required to comply with the Rule in connection with an offering of the Bonds.

"Resolution" shall mean the resolution or resolutions of the State of Wisconsin Building
Commission (the agency of the Issuer responsible for issuance of the Bonds) or the trust
indenture entered into by the Issuer, pursuant to which the Bonds are issued,

"Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from
time to time.

"State Depository" shall mean the public or private entity, if any, designated by the Issuer
as a state depository for the purpose of the Rule.

"Supplemental Agreement" means an agreement, substantially in the form of Exhibit B
hereto, that determines that the Disclosure Agreement shall apply to a specific issue of
obligations and specifies the contents of the Annual Report.

PART I-2 CONTINUING DISCLOSURE
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SECTION 2. Purpose of the Disclosure Agreement. The purpose of this Disclosure
Agreement is to assist Participating Underwriters in complying with the Rule in connection with the
Bonds.

SECTION 3. Application of the Disclosure Agreement. This Disclosure Agreement shall
apply to an issue of Bonds when the Issuer executes and delivers a Supplemental Agreement. This
Disclosure Agreement may apply to more than one issue of Bonds but shall be construed as a
separate agreement for each issue of Bonds. The purpose of having this Disclosure Agreement
apply to more than one issue of Bonds is to let the Issuer's obligations be uniform for all issues of
Bonds.

SECTION 4. Provision of Annual Reports,

(a) The Issuer shall, not later than 180 days following the close of the Issuer's fiscal year
(starting with the fiscal year that ends June 30, 1996), provide to each Repository an Annual Report
that is consistent with the requirements of Section 5 of this Disclosure Agreement.

(b) If the Annual Report does not include the Issuer’s audited financial statements, the
Issuer shall submit them to each Repository within ten business days after the statements are
publicly available.

(c) If the Issuer fails to provide to each Repository an Annual Report by the date
required in subsection (a), the Issuer shall send a notice to each Repository.

SECTION 5. Content of Annual Reports.

(a) The Annual Report shall be provided for each obligated person described in the
Addendum Describing Annual Report, and it shall contain or incorporate by reference, the financial
statements and operating data, and use the accounting principles, described in the Addendum
Describing Annual Report.

(b) The Annual Report may be submitted as a single document or as a package
comprising separate documents. Any or all of the items constituting the Annual Report may be
incorporated by reference from other documents that have been submitted to (i) each National
Repository and the State Depository, if any or (ii) the Securities and Exchange Commission. If the
document incorporated by reference is a final official statement, it must be available from the
MSRB. The Issuer shall clearly identify each such other document so incorporated by reference.

(¢) To allow for uniformity of the contents of Annual Reports with respect to obligations
that are similar in character, the Issuer may from time to time describe the contents in an Addendum
Describing Annual Report and shall incorporate a description by reference in a Supplemental
Agreement.

SECTION 6. Reporting of Sipnificant Events.

(a) This Section 6 shall govern the giving of notices of the occurrence of any of the
following events with respect to the Bonds, if material:

L. Principal and interest payment delinquencies.
2. Non-payment related defaults.
3 Unscheduled draws on debt service reserves reflecting

financial difficulties.

4, Unscheduled draws on credit enhancements reflecting
financial difficulties.

PART 1-3 CONTINUING DISCLOSURE
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5. Substitution of credit or liquidity providers, or their
failure to perform,

6. Adverse tax opinions or events affecting the tax-exempt
status of the Bonds.

7. Modifications to rights of Bondholders.
8. Bond calls.

9. Defeasances.
10. Release, substitution, or sale of property securing
repayment of the Bonds,

11. Rating changes.

(b) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event, the
Issuer shall promptly file a notice of such occurrence with each National Repository and the State
Depository, if any (or to the MSRB and the State Depository, if any). Notwithstanding the
foregoing, notice of Listed Events described in subsections (a)(8) and (9) need not be given under
this subsection any earlier than the notice (if any) of the underlying event is given to affected
Bondholders if it is required pursuant to the Resolution. _

(c) Similarly, if the Issuer determines that it failed to give notice as required by this
section, it shall promptly file a notice of such occurrence in the same manner as described in
subsection (b).

SECTION 7. Termination of Reporting Obligation. The Issuer's obligations under this
Disclosure Agreement with respect to the Bonds shall terminate upon the legal defeasance, prior
redemption or payment in full of all the Bonds or if the Rule shall be revoked or rescinded by the
Securities and Exchange Commission or declared invalid by a final decision of a court of competent
jurisdiction.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this Disclosure
Agreement, the Issuer may amend this Disclosure Agreement, and any provision of this Disclosure
Agreement may be waived, if the following conditions are met:

(a) The amendment or waiver may only be made in connection with a change in
circumstances that arises from a change in legal requirements, change in law, or change in the
identity, nature or status of the Issuer, or an obligated person, or the type of business conducted; and

(b) This Disclosure Agreement, as amended or waived, would have complied with the
requirements of the Rule at the time of the primary offering, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances; and

(c) The amendment or waiver does not materially impair the interests of Bondholders,
as determined by an opinion of nationally recognized bond counsel, a certificate from an indenture
trustee for the Bonds, or an approving vote of Bondholders pursuant to the terms of the Resolution
at the time of the amendment or waiver.

SECTION 9. Additional Information. The Issuer may from time to time choose to
disseminate other information, using the means of dissemination set forth in this Disclosure
Agreement or any other means of communication, or include other information in any Annual
Report or notice of occurrence of a Listed Event, in addition to that which is required by this
Disclosure Agreement. If the Issuer chooses to inciude any information in any Annual Report or
notice of occurrence of a Listed Event in addition to that which is specifically required by this
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Disclosure Agreement, the Issuer shall have no obligation under this Disclosure Agreement to
update such information or include it in any future Annual Report or notice of occurrence of a
Listed Event,

SECTION 10. Default. A default under this Disclosure Agreement shall not be deemed an
Event of Default under the Resolution, and the sole remedy of a Bondholder under this Disclosure
Agreement in the event of any failure of the Issuer to comply with this Disclosure Agreement shall
be an action to compel performance. The Issuer reserves any defense it may have to any such
action including that this Disclosure Agreement violates sovereign rights or that no funds have been
appropriated for performance.

SECTION 11. Beneficiaries. The Issuer intends to be contractually bound by this Disclosure
Agreement. This Disclosure Agreement shall inure solely to the benefit of the Issuer, the
Participating Underwriters and Bondholders from time to time of the Bonds, and shall create no
rights in any other person or entity.

SECTION 12. Responsible Officer. Pursuant to a resolution adopted by the State of
Wisconsin Building Commission on August 9, 1995, the Capital Finance Director has been
authorized to execute this Disclosure Agreement on behalf of the Issuer and the Capital Finance
Office has been designated the office of the Issuer responsible for providing Annual Reports and
giving notice of Listed Events, to the extent required hereunder. Any inquiries regarding this
Disclosure Agreement should be directed to the Capital Finance Office, Department of
Administration, Division of Executive Budget and Finance, 101 East Wilson Street, Madison,
Wisconsin 53702, Phone: (608) 266-5355, Fax: (608) 266-7645.

N WITNESS WHEREOQF, the Issuer has caused this Disclosure Agreement to be executed by
its duly authorized officer. .

Date: September 25, 1995

STATE OF WISCONSIN
Issuer

By /s/ FRANK R. HOADLEY
Frank R. Hoadley
Capital Finance Director

PART I-5 CONTINUING DISCLOSURE
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EXHIBIT A
FORM OF ADDENDUM DESCRIBING ANNUAL REPORT

ADDENDUM DESCRIBING ANNUAL REPORT
FOR [TYPE OF OBLIGATIONS]

This Addendum Describing Annual Report for [Type of Obligation] (the "Addendum") is
delivered by the State of Wisconsin (the "Issuer") pursuant to the Master Agreement on Continuing
Disclosure (the '"Disclosure Agreement"), executed and delivered by the Issuer and dated
, 1995. This Addendum describes the content of an Annual Report prepared
with respect to [type of obligation]. Capitalized terms that are not defined in this Addendum have
the meanings set forth in the Disclosure Agreement.

Issuer. The Issuer is an obligated person, as is any entity described below as an
Additional Obligated Person, and no other entity is an obligated person.

Additional Obligated Person(s): [None] [Each of the entity named or described by

objective  criteria  below is an  obligated person:
|

Content of Annual Report for Issuer. Accounting Principles. The following accounting
principles shall be wused for the financial statements:

Financial Statements. The financial statements shall present the following information:

Operating Data.  In addition to the financial statements, operating data about the
following matters shall be presented:

Content of Annual Report for Additional Obligated Person(s). Accounting Principles.
The following accounting principles shall be used for the financial statements:

Financial Statements. The financial statements shall present the following information:

Operating Data.  In addition to the financial statements, operating data about the
following matters shall be presented: .

PART I-6 CONTINUING DISCLOSURE
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IN WITNESS WHEREOF, the Issuer has caused this Addendum to be executed by its
duly authorized officer.

Date: J
STATE OF WISCONSIN
Issuer
By
Name:
Title:
PART I-7 CONTINUING DISCLOSURE
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EXHIBIT B
FORM OF SUPPLEMENTAL AGREEMENT
SUPPLEMENTAL AGREEMENT

This Supplemental Agreement is executed and delivered by the State of Wisconsin (the
“Issuer”) to supplement the Master Agreement on Continuing Disclosure (the "Disclosure
Agreement"), executed and delivered by the Issuer and dated , 1995, Pursuant to
the provisions of the Disclosure Agreement, the Issuer hereby determines that the Disclosure
Agreement and the Addendum Describing Annual Report for [Type of Obligation] shall apply to
the following issue of obligations:

Name of Obligations:

Date of {ssue; ,

CUSIPs:

IN WITNESS WHEREOF, the Issuer has caused this Supplemental Agreement to be
executed by its duly authorized officer.

Date: ,
STATE OF WISCONSIN
Issuer
By
Name:
Title:
PART I-8 CONTINUING DISCLOSURE
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ADDENDUM DESCRIBING ANNUAL REPORT
FOR GENERAL OBLIGATIONS

This Addendum Describing the Annual Report for General Obligations (the
"Addendum") is delivered by the State of Wisconsin (the "Issuer") pursuant to the Master
Agreement on Continuing Disclosure (the "Disclosure Agreement"), executed and delivered by the
Issuer and dated September 25, 1995. This Addendum describes the content of an Annual Report to
be prepared with respect to general obligations. Capitalized terms that are not defined in this
Addendum have the meanings set forth in the Disclosure Agreement.

Issuer. ‘The Issuer is an obligated person, as is any entity described below as an
Additional Obligated Person, and no other entity is an obligated person.

Additional Obligated Person(s): None

Content of Annual Report for Issuer. Accounting Principles. The following accounting
principles shall be used for the financial statements: Generally Accepted Accounting Principles.

Financial Statements. The financial statements shall present the following information:
The General Purpose Financial Statements section of the Comprehensive Annual Financial Report.

Operating Data. In addition to the financial statements, unaudited operating data
concerning the following matters shall be presented: (i) revenues received by the State, (ii)
expenditures made by the State, (jii) budgets, (iv) selected financial data concerning the General
Fund, (v) information concerning interfund borrowings, (vi) pertinent information on significant
pending litigation, (vii) balances of outstanding State obligations, and (viii) statistical information
on the State’s economic condition, veterans housing loan program and Wisconsin Retirement
System.

IN WITNESS WHEREQF, the Issuer has caused this Addendum to be executed by its
duly authorized officer. '

Date: September 25, 1995

STATE OF WISCONSIN
Issuer

By /s/ FRANK R. HOADLEY

Frank R. Hoadley
Capital Finance Director

PART I-9 CONTINUING DISCLOSURE
UNDERTAKINGS



ADDENDUM DESCRIBING ANNUAL REPORT
FOR MASTER LEASE CERTIFICATES OF PARTICIPATION

This Addendum Describing the Annual Report for Master Lease Certificates of
Participation (the "Addendum") is delivered by the State of Wisconsin, acting by and through its
Department of Administration (the “Issuer") pursuant to the Master Agreement on Continuing
Disclosure (the "Disclosure Agreement"), executed and delivered by the Issuer and dated
September 25, 1995, This Addendum describes the content of an Annual Report to be prepared
with respect to Master Lease Certificates of Participation. Capitalized terms that are not defined in
this Addendum have the meanings set forth in the Disclosure Agreement.

Issuer. The Issuer is an obligated person in this respect; it is required to make lease
payments from any source of legally available funds, subject to annual appropriation, which lease
payments will be used to pay, when due, the semi-annual principal and interest due with respect to
the Master Lease Certificates of Participation. No other entity is an obligated person.

Content of Annual Report for Issuer. Accounting Principles. The following accounting
principles shall be used for the financial statements: Generally Accepted Accounting Principles.

Financial Statements. The financial statements shall present the following information:
The General Purpose Financial Statements section of the Comprehensive Annual Financial Report.

Operating Data.  In addition to the financial statements, unaudited operating data
concerning the following matters shall be presented: (i) revenues received by the State, (ii)
expenditures made by the State, (iii) budgets, (iv) selected financial data concerning the General
Fund, (v} information concerning interfund borrowings, and (vi) pertinent information on
significant pending litigation.

IN WITNESS WHEREOQF, the Issuer has caused this Addendum to be executed by its
duly authorized officer.

Date: November 7, 1996

STATE OF WISCONSIN
Issuer

By /s/ FRANK R, HOADLEY

Frank R. Hoadley
Capital Finance Director
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ADDENDUM DESCRIBING ANNUAL REPORT
FOR TRANSPORTATION REVENUE BONDS

This Addendum Describing the Annual Report for Transportation Revenue Bonds (the
"Addendum") is delivered by the State of Wisconsin (the "Issuer") pursuant to the Master
Agreement on Continuing Disclosure (the "Disclosure Agreement"), executed and delivered by the
Issuer and dated September 25, 1995. This Addendum describes the content of an Annual Report to
be prepared with respect to transportation revenue bonds. Capitalized terms that are not defined in
this Addendum have the meanings set forth in the Disclosure Agreement.

Issuer. The Issuer is an obligated person, as is any entity described below as an
Additional Obligated Person, and no other entity is an obligated person.

Additional Oblipated Person(s): None

Content of Annual Report for Issuer. Accounting Principles. The following accounting
principles shall be used for the financial statements: Generally Accepted Accounting Principles.

Financial Statements. The financial statements shall present the following information:
Audited financial statements of the transportation revenue bond program and supplemental
information to the audited financial statement.

Operating Data. In addition to the financial statements, operating data about the
following matters shall be presented:

(a) History of Section 341.25 registration fees for last 10 years
(b) Estimated Section 341.25 registration fees for next 10 years

() Debt service on all outstanding transportation revenue bonds and estimated revenue
coverage based on estimated Section 341.25 registration fee(s) for next 10 years

(d) Demographic information for the State of Wisconsin relating to vehicle registrations

IN WITNESS WHEREOF, the Issuer has caused this Addendum to be executed by its
duly authorized officer.

Date: September 25, 1995

STATE OF WISCONSIN
Issuer

By /s{ FRANK R. HOADLEY

Frank R. Hoadley
Capital Finance Director
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PART II
GENERAL INFORMATION ABOUT THE STATE OF WISCONSIN

This part of the Annual Report presents general information regarding the State of Wisconsin.
This general information addresses State government organization and financial procedures,
accounting and financial reporting, financial information, revenues, expenditures, results of
1995-96 fiscal year, State budget, general fund information, State obligations and other statistical
and economical information. APPENDIX A to this part of the Annual Report includes the audited
general purpose financial statements for the fiscal year ending June 30, 1996, and the State
Auditor’s report.

This Annual Report includes information and defined terms for different types of municipal
securities issued by the State and has been gathered from multiple sources. The context or
meaning of terms used in this part of the Annual Report may differ from that of terms used in
another part.

STATE GOVERNMENT ORGANIZATION AND FINANCIAL
PROCEDURES

The State of Wisconsin (the “State™) is located in the Midwest among the northernmost tier of
states. The State ranks 18th among the states in population and 26th in land area. Wisconsin
atiained statehood in 1848, its capital is Madison and its largest city is Milwaukee.

General Organization

The executive branch is under the direction of the Governor., He is assisted by five elected
constitutional officers, 18 departments (including two headed by other constitutional officers)
and 14 independent agencies, The constitutional officers are the Governor, Lieutenant Governor,
Attorney General, State Treasurer, Secretary of State and Superintendent of Public Instruction,
each of whom is elected to a four-year term. The Governor and Lieutenant Governor are elected
on the same ballot.

The Governor is the chief executive officer of the State. The Lieutenant Governor serves as
Acting Governor during the absence or incapacity of the Governor. The Attorney General heads
the Department of Justice, which provides all state agencies with legal advice and counsel. The
State Treasurer receives and disburses all money of the State Treasury in accordance with law.
The Secretary of State keeps a record of the official acts of the Legislature and executive
agencies, The Superintendent of Public Instruction heads the Department of Public Instruction,
which supervises the operations of and establishes standards for schools throughout the State.

The legislative branch consists of the Legislature and its subordinate service agencies. The
Legislature is bicameral, composed of the Senate and the Assembly. The 33 members of the
Senate serve staggered four-year terms and the 99 Representatives of the Assembly serve
identical two-year terms. Both the Senate and the Assembly operate on a committee system. The
Legislature’s biennial session begins in odd-numbered years on the first Tuesday after the eighth
day of January. By a joint resolution, the biennial session is divided into floor periods
interspersed with committee work periods. In odd-numbered years, the floor periods generally
cover six months, while in even-numbered years the floor periods usually run for shorter periods.
The Legislature also meets in special session when so called by the Governor, at which time it
may transact only that business for which the special session is called.

The judicial branch consists of the Supreme Court, composed of seven justices who are elected
statewide for staggered ten-year terms; the Court of Appeals, composed of 16 judges who are
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elected statewide for staggered six-year terms sitting in three-judge panels; and 69 circuit courts
(the State’s trial courts), each with one or more judges who are locally elected for six-year terms.
The circuit courts are administered from ten administrative districts. All costs of these courts are
paid by the State.

Budgeting Process and Fiscal Controls

The State Constitution requires the Legislature to enact a balanced budget. The State’s fiscal
year runs from July 1 through June 30 of the following year. State law establishes procedures for
the budget’s enactment. The Secretary of Administration, under the direction of the Governor,
compiles all budget information and prepares an executive budget consisting of the planned
operating expenditures and revenues of all State agencies. The Department of Revenue furnishes
forecasts of tax revenues to the Department of Administration. The budget is submitted to the
Legislature on or about February 15 of each odd-numbered year. The Legislature’s Joint
Commitiee on Finance reviews the executive budget and reports its findings to the full
Legislature, usually in the form of a substitute budget bill. Upon concurrence by both houses of
the Legislature in the appropriations and revenue measures embodied in the budget bill, the entire
bill is submitted to the Governor. The Governor is empowered to sign the bill into law or to veto
all or part of the bill. If the Governor vetoes any portions, those items may be reconsidered in
accordance with the rules of each house and, if approved by two-thirds of the members of each
house, will become law notwithstanding the Governor’s veto. In the event that a budget is not in
effect at the start of a fiscal year, the prior year’s budget serves as the budget until such time as a
new one is enacted.

A BALANCED BUDGEY IS MANDATED IN ARTICLE VIII, SECTION 5 OF THE WISCONSIN CONSTITUTION. THIS
SECTION REQUIRES THE LEGISLATURE TO PROVIDE AN ANNUAL TAX SUFFICIENT TO MEET THE ESTIMATED
EXPENSES OF THE STATE EACH YEAR, INCLUDING DEBT SERVICE ON ALL OQUTSTANDING GENERAL
OBLIGATIONS. SHOULD A DEFICIENCY OCCUR IN ANY YEAR, THE LEGISLATURE MUST LEVY TAXES SUFFICIENT
TO COVER BOTH THE DEFICIT AND THE ESTIMATED EXPENSES OF THE ENSUING YEAR.

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 and the State
Treasurer must approve all payments. The Secretary of Administration is also responsible for
audit of expenditures prior to disbursement. The Legislative Audit Bureau has postaudit
responsibility.

The Department of Administration maintains separate accounts for all appropriations, showing
the amounts appropriated, the amounts allotted, the amounts encumbered, the amounts expended
and certain other data necessary to the financial management and control of all State accounts.
The Department of Administration also maintains the general ledgers of the General Fund and all
other funds of the State.

State law prohibits the enactment of legislation which would cause the estimated General Fund
balance to be less than 1% of the general purpose revenue appropriations for that fiscal year. For
the 1995-96 fiscal year, the statutorily required reserves was $83 million, and for the 1996-97
fiscal year, the statutorily required reserves is $92 million. The effect of the State law provision
is to divide the year-ending General Fund balance into two components: the statutorily required
reserve and the amount above such reserve,

Should estimated revenues prove to be less than anticipated in the budget or should expenditures
for open-ended appropriations be greater than anticipated, the budget could move out of balance.
The Statutes provide that if, following the enactment of the budget, the Secretary of
Administration determines that budgeted expenditures will exceed revenues by more than one-
half of one percent of general purpose revenues (consisting of general taxes, miscellaneous
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receipts and revenues collected by state agencies which lose their identity and are available for
appropriation by the Legislature), no action can be taken regarding approval of expenditure
estimates. Further, the Secretary of Administration must notify the Governor, the Legislature and
its Joint Committee on Finance, and the Governor must submit a bill correcting the imbalance. If
the Legislature is not in session, the Governor must call a special session to take up the matter.

The Secretary of Administration also has statutory power to order reductions in the
appropriations of state agencies (which represent less than one-third of the General Fund budget).
The Secretary of Administration may also temporarily reallocate free balances of certain funds to
other funds which have insufficient balances and, further, may prorate or defer certain payments
in the event current or projected balances are insufficient to meet current obligations. In such an
event, the Department of Administration may also request the issuance of operating notes by the
Building Commission.

Debt Issuing Organization—State of Wisconsin Building Commission

At the inception of statehood, constitutional limitations severely restricted the issuance of direct
State debt. Prior to 1969 independent nonstock, nonprofit corporations were established to issue
debt on behalf of the State. Four such corporations were so employed. In April 1969, the voters
of the State, by referendum, adopted an amendment to the Constitution that authorized the State
to borrow money directly and simultaneously terminated the use of the corporations for financing
State construction.  Legislation that established specific implementation powers was
subsequently passed in December 1969, whereupon the State first issued general obligation
bonds. The delegation of powers under the original implementing act has been amended since
1969 to improve the debt-issuing process. Delegation of powers, limitations and procedures to be
followed are set forth in Chapter 18 of the Wisconsin Statutes.

Chapter 18 provides that the Commission has supervision over all matters relating to the issuance
by the State of general and revenue obligations. The Commission is composed of eight members
including the Governor as chairperson, six members of the Legislature (three from each house)
appointed in the same manner as standing committees in the respective houses, and one citizen
member appointed by the Governor and serving at his pleasure. State law provides that the two
major political parties shall be represented in the membership from each house, and that one
member appointed from either house shall be a member of the Legislative State Supported
Program Study and Advisory Committee. The Secretary of Administration, the head of the
engineering function and the ranking architect in the Department of Administration are nonvoting
advisory members. The members act without liability except for misconduct.

The Commission is assisted by the Department of Administration, which provides technical civil
service staff. The Divisions of Facilities Development and Executive Budget and Finance are
subdivisions of the Department of Administration. The Administrator of the Division of
Facilities Development, with the concurrence of the Secretary of Administration, serves as the
Secretary to the Building Commission. Employes of the Division of Executive Budget and
Finance serve as the Capital Finance Director and staff responsible for managing the State’s
general obligation, revenue bond and operating note programs.

The Commission’s office location is Administration Building, 7th Floor, 101 East Wilson Street,
its mailing address is P.O. Box 7866, Madison, Wisconsin 53707-7866, and its telephone number
is (608) 266-1855.
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ACCOUNTING AND FINANCIAL REPORTING
Statutory Basis

The State accounts for, reports and budgets its operations as set forth in the statutes, which
require that the Annual Fiscal Report (which is unaudited) be published each year on or before
October 15. Except as noted in the following paragraph, under statutory accounting, receipts are
recorded only at the time money or checks are deposited in the State Treasury, and disbursements
are recorded only at the time a check is drawn. As a result, actions and circumstances, including
discretionary decisions by certain governmental officials, can affect the timing of payments and
deposits and therefore can significantly affect the amounts reported in a fiscal year

For budgeting and constitutional compliance purposes, the State’s records are maintained in
conformity with statutory requirements. The more important legal provisions are:

(1) Inall cases the date of the contract or order determines the fiscal year in which it is
charged unless it is determined that the purpose of the contract or order is to prevent
lapsing of appropriations or to otherwise circumvent budgeting intent.

(2} The current year records must remain open until July 31 to permit departments to
certify for payment bills applicable to the year ended June 30 and to deposit
revenues applicable to such year, with the following exceptions: amounts withheld
for income taxes prior to July 1 and taxes imposed on sales prior to July 1 are
deemed to be accrued tax receipts as of the close of the fiscal year, provided such
revenue is deposited on or before August 15.

(3) On July 31 all outstanding encumbrances entered for the previous year must be
transferred to the new fiscal year and an equivalent prior year appropriation balance
must also be forwarded to the current year.

(4) Revenues and expenditures are reported on a net basis. Overcollections refunded
are deducted from revenues and overpayments collected are deducted from
expenditures,

(5) General Fund investments are carried at the lower of cost or par with discounts,
premiums and earnings recorded on an accrual basis.

Generally Accepted Accounting Principles

Beginning with the fiscal year ending June 30, 1990, the State has accounted for and reported on
its operations using generally accepted accounting principles (“GAAP™). For the fiscal year ended
June 30, 1996 the State has prepared a Comprehensive Annual Financial Report (“CAFR™) in
accordance with GAAP. The General Purpose Financial Statements section of the CAFR has been
audited and is included as APPENDIX A to this part of the Annual Report.

Financial statements prepared in accordance with GAAP differ from those prepared in accordance
with the Statutes. A notable difference pertains to the general-fund balance. The undesignated
balance for the fiscal year ended June 30, 1996 was a surplus of $581 million on the statutory
basis. Under GAAP the balance at June 30, 1996 was a deficit of $918 million. The difference
results primarily because GAAP recognizes accrued liabilities that are not taken into account
under the statutory basis. The single largest accrued liability for the fiscal year ended June 30,
1996 was $504 million and related to the State’s payment of shared revenues to municipalities
and counties. Determining this liability is difficult for several reasons including the lack of a
specific pronouncement from the Governmental Accounting Standards Board concerning
accounting for state and local government shared revenues.
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The State continues to use the statutory basis for both budgeting and constitutional compliance
purposes. The State has not taken any steps to eliminate the GAAP deficit, and it is unlikely that it
will do so in the future.

ORGANIZATION AND DESCRIPTION OF SERVICES PROVIDED
BY STATE GOVERNMENT

The State provides a wide range of services to its residents and to its local government units.
These services are organized for budgetary and financial reporting of the General Fund into eight
functional groupings which attempt to summarize the uses to which State revenues are put. Each
State agency is categorized into one of these functions. Inevitably, there are some agency
activities that fit into more than one function, so that some categorization may seem arbitrary.
Listed below is a description of each function, an identification of those State agencies within
each function and a brief summary of the responsibilities of each State agency.

Commerce

The State’s involvement in the commerce function is in the regulation of conduct of commercial
transactions. The objective is to protect the public as consumers of agricultural and manufactured
goods and services and as participants in financial transactions. Further, the State actively
promotes economic development by working with companies seeking to expand or move to the
state.

These objectives are met in several ways. One is the inspection of raw products and conditions
under which they are grown or obtained. This includes conducting research in areas such as
animal or plant diseases, grading of products and establishing standards for contents of processed
foods.

Another way of protecting the consumer of goods and services is through the licensing of various
trades and professions. Generally, these trades and professions involve practitioners whose
activities affect the health of individuals, such as doctors and nurses, or on matters where it is
considered important for public safety to make certain that the practitioner is competent, such as
architects and engineers.

The State also protects the consumer by maintaining an orderly market in which to conduct
business. This may be done by specifying methods of fair competition, by regulating the rates
that public utilities may charge for their services, by setting standards for the operation of banks,
savings and loan companies and credit unions to protect depositors, by regulating the sale of
securities and insurance offered for sale in the State, or by approving or disapproving the
establishment or discontinuance of transportation routes.

The State agencies in the field of commerce include the Department of Agriculture, Trade and
Consumer Protection, which is concerned with the conditions of the growth and processing of
food and with fair trade practices in general, including consumer protection. The Department of
Regulation and Licensing supervises a variety of examining boards in the various trades and
professions. The Department of Financial Institutions regulates securities transactions and
supervises banks, credit unions and savings and loans, The Public Service Commission regulates
the rates and services offered by railroads, and heat, light, power and water companies. The
Department of Commerce promotes industrial development in the State, coordinates relations
between the State and local governments and between the Federal Government and State and
local governments. The Department of Tourism promotes the State’s many attributes to visitors.
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Education

The State views its responsibilities in education to encompass all levels and nearly all types of
education and related activities. As a result the State provides significant financial support to
primary and secondary schools and technical colleges operated at the local level and assists
private higher educational institutions as well as operating the University of Wisconsin system.

There are 426 school districts in the State, which administer the elementary and secondary
schools within those districts. There were 860,686 students attending public elementary and
secondary schools in 1994-95. The State is divided into 16 technical college districts. In the
1994-95 academic year 434,780 full- and part-time students were enrolled in the technical
college system.

The elementary and secondary schools and the technical colleges are operated by district boards,
but a State-level agency functions in each case to supervise the system. The Department of
Public Instruction, which is headed by the State Superintendent, supervises the former; the
Technical College System Board supervises the latter.

The 1971 Legislature integrated Wisconsin’s publicly financed institutions of higher education
into a single University of Wisconsin System. The system comprises the former University of
Wisconsin and the State Universities, each with far-flung campuses. In addition to its central
campuses in Madison—-the largest campus in the state—and Milwaukee, the system includes the
11 other degree-granting institutions providing 4-year courses of study and 13 centers providing
2-year courses. The system’s total enrollment in 1994-95 was 152,129 students. State moneys
also support the Medical College of Wisconsin, Inc.

Three other agencies are concerned with the education function of the state: the Educational
Communications Board, the State Historical Society and the Arts Board. The Communications
Board operates the state FM radio network and the state educational television network. The
Historical Society maintains the State historical library, museum and various historical sites. The
Arts Board encourages and assists artistic and cultural activities within the State.

Environmental Resources

Two major State agencies, the Department of Transportation and the Department of Natural
Resources, compose this function, which is concerned with the development, protection or
modification of the land, forest, water, air and minerals of the State,

Every state must take firm steps to protect its resources from destruction or, indeed, from
extinction. Municipalities and industries must be prevented from dumping untreated sewage or
industrial wastes into the lakes and streams; smokestacks and automobile exhausts must be
prevented from polluting the air; parks and forests must be established and maintained both to
preserve unusual phenomena of nature and to provide the public with recreational and
educational opportunities; private forest owners must observe scientific conservation practices so
that new growth may replace cut timber; hunting and fishing limits must be set and hunters and
fishermen licensed to preserve the fish and wildlife from extinctive practices; farming procedures
must be such as to preserve the quality and stability of the soil.

Governmental activities for preserving and protecting our natural resources are largely the
province of the Department of Natural Resources, but the Department of Agriculture, Trade and
Consumer Protection and the Board of Soil and Water Conservation Districts at the University of
Wisconsin are also actively involved.

Resources must not only be preserved, they must be used, both in the work and recreation of the
people. They must be developed and consumed for a multitude of purposes. Timber must be used
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in the lumber and paper industries, land must be cultivated for crops or used for grazing, minerals
must be extracted, and scenic areas must be preserved for camp sites, resorts and ski areas.

With the tremendous growth in the nuraber of automobiles and trucks, sizable amounts of land
are taken away from housing in the cities and from cultivation in the country to handle the traffic.
The freeway in the city and interstate highway in the country exercise an enormous impact on the
use and development of the surrounding land. They affect where people live, where they work
and where they play. Highways and city streets must be planned with great foresight not only to
weigh how well they will handle the flow of traffic, but to determine what effect they will have
on people’s lives.

The State has an elaborate system of highways. It consists of interstate highways financed from
federal and State funds and of State highways, county trunk highways, town roads, city and
village streets, and park and forest roads. Closely connected with the highway building functions
of the State povernment and the aid granted to local units for streets and highways are the objects
for which these roads are built—the motor vehicle and its occupants. While the State is
concerned with the building and maintenance of an adequate number of roads of certain
standards to meet the traffic demands, it is also very much concerned with the safety and
convenience of the people who are using those roads. Over three million vehicles are registered
each year, and almost one million driver examination tests are given when driver licenses are
issued or renewed.

The State must see to it that the drivers know the laws, are physically fit to drive, and have the
required driving skills. It must keep track of the accident rate of drivers and remove those who
prove hazardous to themselves and to others. It must collect taxes to pay for highway
construction and maintenance, for the policing of the highways, and for the enforcement of driver
and vehicle standards. The road building and motor vehicle regulating functions of the State are
the province of the Department of Transportation, which also by virtue of its transportation
function has charge of the State’s aeronautical activities, the administration of funds to assist
mass transit, railroad preservation and intermodal transportation planning.

Human Relations and Resources

The inhabitants of a state are its prime resource, and a state must protect their general welfare
and insure peaceable relations among them. The departments that have been brought together in
this category are concerned with people, their health, their living standards, their safety, and their
working relationships with each other.

Public health covers the prevention and detection of disease, health education programs,
assistance in hospital construction, maintenance of institutions for the care and treatment of the
mentally handicapped, the setting of standards of cleanliness of public facilities and safety in
construction and the maintenance of public health records.

Living standards are the concern of those who determine the amount of monetary aid and health
services that are granted to needy, aged, handicapped, and minors under various social security
aid programs. It is their task, within the limitations set by law, to provide minimum health and
living standards for these recipients. Such health and welfare activities are primarily the work of
the Department of Health and Family Services. The Board of Aging makes recommendations on
programs to benefit the aged. The Department of Veterans Affairs operates additional assistance
programs for military service veterans.

As a worker, the individual comes in contact with the State in many ways. Minimum wages and
maximum hours are set by law. If a worker is injured on the job, State worker’s compensation
provides financial assistance; if a worker’s job is lost, the worker is aided by unemployment
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compensation. If the worker is seeking a job, the State (in partnership with the Federal
Government) provides an employment service to help the worker find one or to acquire the skills
necessary for employment. If a worker cannot obtain a job and suspects discrimination based on
race, age, gender, creed or handicap, the State will investigate the matter. The State’s agent in
protecting and assisting the worker is the Department of Workforce Development. The State also
mediates or arbitrates labor disputes between workers and their employers, which is the task of
the Employment Relations Commission.

To promote the general welfare of its citizens and insure peaceable relations among them, the
State must not only protect their health and their ability to earn a living, but must also protect
them from lawless elements in society by maintaining those conditions of stability and order
necessary for a well-functioning society. Law enforcement is largely a local matter, but the
State’s Department of Corrections is responsible for segregating convicted adult and juvenile
criminals in its penal institutions and rehabilitating them for eventual return to society. The
Department of Justice furnishes legal services to State agencies and provides technical assistance
to local law enforcement agencies. )

The State also provides an armed military force to protect the populace in times of State or
national emergencies, natural or man-made, and to supplement the federal armed forces in time
of war. These activities come under the jurisdiction of the Department of Military Affairs.

General Executive

The administrative or staff functions which support the direct services provided to Wisconsin
residents and local governments are included in this functional group. While each operating
agency may conduct some staff functions, some agencies perform staff functions almost
exclusively. The Department of Administration, for example, is called the “housekeeping”
department of the State. Its duties include budgeting, preauditing, financial reporting,
engineering and facilities management, planning, and data processing. The Department of
Employment Relations supervises State personnel practices. The Ethics Board administers a code
of ethics for State public officials. The Department of Revenue collects the taxes imposed by
State law, distributes that part of the revenue that is to be returned to the local units of
government, and calculates the equalized value of the property that has been assessed by local
government. The Department of Employe Trust Funds manages the public employe retirement
system.

At any time the State may have large sums of money on hand in its various funds to meet its
obligations. The Office of the State Treasurer processes the receipt and disbursement of these
monies. Staff functions of the Office of the Secretary of State include keeping various state
records and affixing the state seal on certain records to authenticate them. The Department of
Financial Institutions is responsible for chartering corporations. The State Elections Board
oversees the election processes of the State, monitoring campaign expenditures and keeping
election records.

Judicial

The judicial function provides for the operation of the Supreme Court, the Court of Appeals and
the Circuit Courts as well as several State agencies which serve the courts, establish professional
standards and conduct legal research.

Legislative

The legislative function provides for the operation of the State Legislature, its committees and
service agencies.
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General Appropriations

The function of general appropriations is assigned those appropriations which do not fit easily
into any of the other functions. The bulk of the appropriations are for payments to local
governments of taxes collected by the State, whose revenues are shared with local governments,
and for other payments intended to relieve local taxes.

The major portion of this appropriation relating to State operations is the funding of any planned
adjustments to employe compensation, which is budgeted here but transferred to and ultimately
paid by each agency.

FINANCIAL INFORMATION

Revenue Structure

The State has an extremely diverse revenue-raising structure. Approximately thirty-eight percent
of the total revenue is derived from the various taxes levied by the State. The remainder comes
from the federal government and from various kinds of fees, licenses, permits and service
charges paid by users of specific services, privileges or facilities. Table II-1 contains the specific
sources of revenue and the amounts raised from each source for each of the last five years. There
can be no assurance that historical data with respect to such revenues are necessarily indicative
of future receipts.

Tax Structure

The State’s tax structure has a diverse underlying base consisting of income, general and special
product sales and property value. Approximately one-half of all general-fund taxes collected by
the State are returned to local units of government. The remaining funds are used for State
programs. A brief description of each tax follows.

Individual Income Tax
The current tax brackets and rates are as follows:

Taxable Income Brackets

Single Married Filing Jointlx"') Marginal Tax Rate
$0-7,500 $0-10,000 4.50%
7,501-15,000 10,001-20,000 6.55
15,001+ 20,001+ 6.93

® Brackets for martied filing separately are half of married filing jointly.

Corporate Franchise and Income Taxes
Both the franchise tax measured by net income and the income tax are levied at a rate of 7.9% of
corporate net income.

Public Utility Taxes

There are two methods used for taxing public utilities. An ad valorem method on property is used
for pipeline companies, conservation and regulation companies, railroads and airlines. Revenue
received from railroads and airlines is deposited in the Transportation Fund; all other revenues
are deposited to the General Fund. The State assesses the value of the property; then the average
statewide property tax rate is applied to derive the tax. The gross receipts tax on telephone
companies for local service ranges from 2.813% for gross revenues of less than $10,000 to 5.6%
for gross revenues in excess of $500,000. The tax on toll service (long distance calls) ranges
from 2.813% if toll revenues are less than $25,000 to 7.8% if toll revenues exceed $800,000. The
gross receipts tax is 3.19% for electric cooperatives. Light, heat and power companies pay a
gross receipts license fee at the rates of 0.97% of revenues from gas services and 3.19% of
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revenues from electric services. Each year’s fee is based on revenues collected in the previous
year.

General Sales and Use Tax

A 5% tax is imposed on the sale or use of services and all tangible personal property unless
specifically exempted. The most notable exemptions are food, prescription drugs and motor and
heating fuel.

Excise Taxes

Taxes are levied on four products. Cigarettes are taxed at the rate of 38 cents per pack of 20.
Liquor is taxed on the basis of alcoholic content (25 cents, 45 cents or $3.25 per gallon). The tax
is collected from wholesalers. Beer is taxed at the rate of $2 per barrel, and the tax is paid
monthly by brewers. Tobacco products other than cigarettes are taxed at the rate of 20% of the
manufacturer’s list price. The tax is collected from distributors and subjobbers.

Motor Fuel Tax

Motor fuel is taxed at the rate of 23.7 cents per gallon. Each April a formula based on highway
maintenance costs and fuel consumption is used to adjust the motor fuel tax. The tax is collected
from the wholesaler but is specifically passed through to the user. The revenues are deposited in
the segregated Transportation Fund, where they are used primarily for highway purposes.

Inheritance and Gift Taxes
Effective January 1, 1992 both the inheritance tax and gift tax were eliminated. The phaseout of
the taxes began in 1988. The State continues to receive some revenue as estates are probated.

Insurance Company Premium Tax

Wisconsin-based life insurance companies pay a tax of 2% of the premiums received less a credit
equal to 50% of personal property taxes. (Small companies may choose to pay 2.5% of all
income except premiums less the personal property tax credit.) Nondomestic life companies pay
the 2% rate with no personal property tax credit.

Domestic casualty companies are taxed 2% on premiums received on fire insurance, while
nondomestic casualty companies pay 2.375% on all forms of casualty premiums. The 2% tax
levied on fire insurance premiums is redistributed to local governments as a “fire department
dues” tax.

Forest Tax

The forest tax is the only State tax upon general property. It is a 2/10 mill levy on all taxable
property in the State. The tax is collected from local taxing units. After its receipt in the General
Fund, it is transferred to the segregated Conservation Fund.

Pari-Mutuel Tax

The pari-mutuel tax is a sliding rate based on the cumulative amount wagered at each track
during the year. For horse racing the tax begins at 1% for wagered amounts in excess of $50
million increasing to 3% for wagered amounts in excess of $150 million. For dog racing the tax
begins at 2% and increases to 8.67% for wagered amounts in excess of $250 million. The
revenues are deposited in the segregated Racing Fund.

Homestead Tax Credit

Property tax relief is provided to low-income home owners and renters through a homestead tax
credit on state individual income taxes. The maximum household income limit is $19,154. The
maximum amount of aidable property taxes is $1,450, and the amount of farm acreage on which
the property tax is based is 120 acres. For renters, the amount of rent allocated as property tax is
25%. or 20% if heat is included in rent. These credits are reflected as expenditures for budgeting
purposes.
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Table II-1

REVENUES (ALL SQURCES™
1995-26 FROM 1991.92
1955.98 1994-95 1993-94 1991-93 1991-92
State Collected Taxes ‘
Endividunt Income. 5 4,157,444,344 § 3.932,948,357 ] 3,638,710,246 8 3445.828,768 5 3,142,212,356
Generaf Sales and Use 2,704,226,017 2,571,212,098 2,421,500,647 2,260,562,784 2,127,315,030
Corporate Franchise and Income 636,009,525 631,750,239 541,284,287 492,014,523 437,689,226
Putidic Utility 188,773,786 271,979,923 268,236,755 278,325 863 261,596,570
Excise. . 245,350,413 223 419,538 219,567,523 2128912,813 £93,227.911
Inheritnnce and Gift 45,602,214 40,783.701 53,208 971 53,742,241 37,646,429
Insurance Compnnies - 92,284,836 94,416,471 95,990,959 86,904,742 82,800,824
Muotar Fuel 676,002,610 651,186,179 634,621,215 595,622.479 373,948,758
Farest 42,943 134 39,193,215 36,512,823 44,392,839 27,840,473
Miscellaneous . 134,422 491 119,666,306 119,276,892 99 063 841 92,651,495
Subitotal 9,023,059, 310 8,576,556,027 8,035,302 718 7.570,330,893 6,996,929,072
Federal Aid
Medical Assistance 1.461,929,742 1,457,070,300 1,361,264, 722 1,297,791 258 1,194,407 867
AFDC 188,491,658 212,576,642 236,096,288 338,804 634 335,789,338
Transportation 558,478,336 484,075,362 512,447,000 376 054,661 178,103,759
Education 739 9128,618 705,186,682 656,580,271 620,772,533 582,376,885
Other . 946,163,108 917,134,225 912,102,104 707,533,186 694,565,785
Subtata 3,894,791.459 3,776,043.211 3,678 490,385 3,340,956 272 3,085,243,634
Fres
University of Wisconsin System 460,539,331 459,980,731 454,232,963 432,655,703 414,689,429
Other 519 180,189 488,347,136 476,710,654 231,978,179 196,707,737
Subtotal . 979,719,520 948,327,857 930,943,617 664,633,882 611,397,166
Licenses and Permits
Vcehicles and Drivers, 249,312,483 249,451 275 250,475,479 131,186 472 226,827.627
Hunting and Fishing . 49,602,129 47,357,165 50,822,937 48,929,766 45,937 891
Ciher 368,467,942 332,090,249 331,515,213 37,606,023 40,308,155
Subtotal . 667 382,554 628,908,689 632,813,629 324,322,261 312 873,673
Misgcellany
Service Charges 439,035,773 424 749,482 406,308,823 782,624 0354 714,587,820
Sales of Products 690,834,331 722,782,430 685,092,975 648243168 604,332,109
Investnent Income 5,446,036,326 5,146,837,274 £,276,947,011 3,808 721,594 3,325,397,805
Gifts and Grants 210 638,629 176,311,213 165,739,549 192,434 750 145,008,468
Employe Benefil
Contributions ® 1,318,994,693 1,478,712,390 1,310,111,343 1,285,666,403 1,144,891 365
General Obligation Proceeds, 330,950,056 324,941,338 243711,514 300,031,476 374,768,222
Local Government
Investment Pool 724,130,153
Other Revenues 438,067,477 493,451,382 368,652,742 317,943,464 183,117,131
Subtotal 8,874, 557,285 8,767,785,509 4,456 583,958 7.535,664,909 7217233075
Summary
TOTAL NET REVENUE. 23,439,510,188 22,697,621,303 17,734.134,307 19,435 908,217 18,223,676 ,518
Transfers . . 403,849,988 385,960,590 521,021,635 585,483 548 596,754,265
Gross Revenue § 23,843,364,176 $ 23,083,581,853 5 18.255,155,942 $ 20,021,391,765 § 18.820,430,883

(=) The ameuats shown are based on statutorily required accounting and not on GAA?  The amounts are unsudited

(b) Figures include all State and non-Stnte employer and employs coateibutions. State contributions for State employes tolnfed 5606,491,798 for 1995.96, $583 132,459
for 1994-95 §563,812, 191 for 1993-94, $536,795,313 for 1992-95, and $472,340,981 for 1991-52

Sougce: Wistonain Department of Administration.

Tax Collection Procedure (Delinquencies)

When a taxpayer does not file a valid return when requested, the Department of Revenue
estimates the amount of tax due and the taxpayer is sent an assessment of the amount owing with
a due date for payment. From the time the assessment is received until the due date the taxpayer
may appeal the amount stated to be owing. If at the due date no appeal has been made, the
account is then considered delinquent. Other delinquencies occur when a taxpayer fails to
properly pay taxes on a return filed or undercomputes the tax due. In such a case, the taxpayer is
billed for the shortfall. There is no appeal process in this circumstance.
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The recording and collection of State taxes which are subject to collection problems (individual
and corporate income, corporate franchise, sales and use taxes) are computerized. The payment
records on delinquent accounts are stored centrally with district offices linked to the computer to
follow the progress.

Collection of delinquencies begins with a notice of warrant, which is prepared centrally and then
sent to the delinquent taxpayer. This notice informs the taxpayer that failure to pay within 30
days will result in a warrant being filed in the county of residence. When the warrant is filed with
the clerk of court, a field referral is sent out to the district office in whose area the delinquent
taxpayer resides and a field representative makes contact either by phone or in person. The field
representative may schedule an informal hearing with the taxpayer. The information on the file is
still retained centrally but details of the file are provided to the field representative. The field
representative then tries to solicit payment in full or reach an agreement for payment in
installments.

It may be determined that garnishment proceedings should be undertaken. In some cases
provision is made for an individual’s employer to withhold additional money from the salary
check. If the delinquent taxpayer has a refund forthcoming from any tax other than that for which
the taxpayer has been determined delinquent, the refund is offset against the delinquent balance.

In some cases it is unknown whether the taxpayer has any assets against which garnishment
proceedings may be instituted. In these cases a supplemental hearing may be called before the
court commissioner in the county of residence, and it might be determined that the taxpayer’s
affairs should be placed in receivership. If the taxpayer is without any assets at all, proceedings
may be stayed and the account periodically reviewed for up to 10 years.

An analysis of delinquency rate for the income, franchise, sales and use taxes is shown in Table
H-23 of “STATISTICAL INFORMATION”.

Expenditures

State expenditures are categorized under nine functional categories and three distinct types of
expenditures within each. The nine functional categories are previously described in this part of
the Annual Report—see “ORGANIZATION AND DESCRIPTION OF SERVICES PROVIDED BY STATE
GOVERNMENT”. The types of expenditures are defined below.

State Operations

Direct payments by State agencies to carry out State programs for such expenses as salaries,
supplies, services, debt service and permanent property.

Aids to Individuals and Organizations

Payments from a State fund made directly to or on behalf of an individual or private
organization (for example, Medicaid or student financial assistance).

Local Assistance

Payments from a State fund to or on behalf of local units of government and school districts,
including payments associated with State programs administered by local governments and
school districts, such as aid for families with dependent children and school aids.

Table II-2 shows the amounts expended by function and type for each of the last five years.

PART H-12 GENERAL INFORMATION



Table I1-2
EXPENDITURES BY FUNCTION AND TYPE (ALL FUNDS)"
1995-96 FROM 1991-92

199596 1994-95 1993-94 1992-93 1991-92
Commerce
State Operations, § 172,663 89 & 181,381,591 5 169,547,039 $ 170,037312 3 156,954,198
Aids 1o Individuis and Organizations. . 345,586,275 354,331,970 321,207957 340,364,966 316,869,048
Local Assistance, 52,620,000 43,629,795 30,817,241 30,046,362 32,867,866
Subtotal . 570,870,174 579,343,356 520572237 540,448,640 500.691,112
Education
State Operations. 2521,127.618 2,473,642 166 2338021272 2,253,048 466 2,141074,523
Aids to Individuals and Orpganizations, 246362211 189 484,289 182,593,262 186,469,323 179,458,603
Local Assistance, 3,110,348,236 2,864,657,285 2,565,340,081 2,355,854,478 2,247,275,355
Subtotnt . 5,877,838,125 5,527,183, 140 5,089,954.615 4795372 267 4,573,808,481
Eavironmental Resources
State Operntians. I,168,542,505 1,159.663,779 1,152,013,867 1.015,194,537 934,020,694
Aids to Individuals and Organizations, 26915579 22,244 920 18,830,360 12,358,310 7881445
Local Assistance. 719,576,130 782,756,275 742,154,919 710,325,080 684,571,831
Subtatal . 1,975034,214 1,964,664,974 1,912,999.146 1,737.877,927 1,626,473,970
Human Relntions and Resourees
State Operntions. o . 1,371,651 160 1,258,608,769 1,231,587 975 1,088,358 504 1,037,281,234
Alds to Individuals and Orpanizations, 3.415,134,822 3,367,986,626 3,266 649,767 3,083,816,446 2,913,964,199
Local Assistance. 720,706,514 652 135,323 661,800,665 428,649,785 579,454,733
Subtotal 5,507,492,496 5318,730,718 5,160,038 407 4,800,824,735 4,530,700,166
Genernd Executive
State Operations, 052,231,694 1,934,984 996 1.773,191.971 1.673.432,534 1,448,264 985
Aids to Individuals and Organizations. 27,173,763 32,334,180 28,122,954 25,470,640 3,682221
Eocal Assistance. . o 26,213,441 19,924,069 15,460,064 11,994,163 5,907,203
Subtotal 2,105,618,898 1,.987,243,245 1,816,783,989 1,710,857,737 £,457,854,409
Juthieinl
State Operations, 64,237,307 64,107,905 62,686,535 55,996,510 53,658,424
Local Assistance. . 18,263,107 7,691,854 11,066,928 72,000 447 800
Subtotal . 82,500,414 71,799,759 73,753,463 56,068,510 54,106,274
Legistutive
State Operations. 50,047,274 50,840,285 46,952,652 44,911,438 44,409,735
Subtoial 50,047,274 50,840,285 46,952,652 44,911,438 44,409,735
General
State Operntions. . . 504,768,472 467,730,594 523,302 1% 634,673,083 504,064,629
Aids to Individuals and Organizations. 206,922,994 206,100,611 216,600,048 191,352,574 184,982,890
Local Assistance. 1,510,746,840 1,447,264,919 1,419,981 721 1,468,179,316 1,434,257,511
Subtotal . 2,225,438,306 2,121,096,124 2,158,684, 498 2.254,204,973 2,123,365,030
Genernl Obligation Bond Program
State Operations. . 310,823,789 425,243,946 289,286,562 277,510,958 295,746,645
Local Assistance . 47,223 826 93,688,871
Subtotal . . . 310,823,789 425,243,946 289,286,562 324,734,784 389,435,516
Summary Totals
State Operations. 8216093778 8015,604,031 7,585,350,602 7,213,163,742 6,615475,067
Alids to Individuals and Organizations. 4,271.095,644 4,172.482,596 4,034,004,348 3,839,832,25% 3,606,838,406
Local Assistance. 6,218,474,268 35,858,059,520 5,450,630,619 5,252,345, M0 5,078,471,170
GRAND TCTAL. 518,705,663 690 518,046,146,147 11,070,625 569 $16,305,341,011 $15,300,784 643

{r} The nmounts shoawn are based on statutorily requined accounting and not on GAAP  The amounts are ynaudited

Source: Wisconsin Department of Administration,
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RESULTS OF 1995-96 FISCAL YEAR

Both actual and projected financial results are described in this Annual Report on an ail-funds
basis and a general-fund basis. See “STATE BUDGET”.

The Annual Fiscal Report for the fiscal year ending June 30, 1996 was published October 14,
1996. It reports that the State ended the fiscal year on a statutory and unaudited basis with an
unreserved, undesignated balance of $581 million. On an all-funds basis the total amount
available was $24.244 billion consisting of (i) a beginning balance of $401 million, (ii} tax
revenues of $9.023 billion and (iii) nontax revenues of $14.820 billion. Total disbursements and
reserves were $23.603 billion, resulting in the balance stated previously. On a general-fund basis
the total amount available was $14.205 billion consisting of (i} the same beginning balance, (1)
tax revenues of $8.221 billion and (iii) nontax revenues of $5.583 billion. Total disbursements
and reserves were approximately $13.624 billion, resuiting in the same balance as described on
an all-funds basis.

Since 1984 the State has issued operating notes each year in anticipation of cash-flow
imbalances, primarily experienced in November and December. These operating notes eliminated
the need to prorate or defer large local assistance payments or to reallocate balances in other
State funds. During the fiscal year ending June 30, 1996, the State issued $250 million of
operating notes. The operating notes were issued on July 6, 1995 and matured on June 17, 1996.
Operating notes are not general obligations of the State and are not on a parity with State general
obligations.

STATE BUDGET

Budget for 1996-97

For the fiscal year ending June 30, 1997, the budget on an all-funds basis projects a balance of
$84 million. Total available revenues are estimated to be $21.526 billion consisting of (i) a
beginning balance of $582 million, (ii) tax revenues of $8.631 billion and (iii} nontax revenues of
$12.313 billion. Total disbursements and reserves are estimated to be $21.534 billion, consisting
of net disbursements of $21.125 billion and reserves of $409 million. This results in an estimated
negative balance of $8 million which, when combined with the statutorily required balance of
$92 million, results in a balance at June 30, 1997 of $84 million. The budget is summarized in
Table II-3.

The projected general-fund balance for June 30, 1997 is the same as the all-fund balance, $84
million. Total available revenues are estimated to be $14.940 billion consisting of (i) a beginning
balance of $582 million, (ii) tax revenues of $8.631 billion and (iii) nontax revenues of $5.727
billion. Total disbursements and reserves are estimated to be $14.948 billion, consisting of net
disbursements of $14.539 billion and reserves of $409 million. The balance is identical to the all-
funds amount. The budget is summarized in Table II-4.

The above narrative reflects the quarterly economic outlook released by the State on November
20, 1996. This report includes certain information which has an impact on the 1996-97 budget.
General state tax collections for the 1996-97 budget are expected to total $8.631 billion. This is
$33 million lower than numbers released in January 1996 by the Wisconsin Legislative Fiscal
Bureau and used in the Official Statement, dated October 16, 1996, for the State of Wisconsin
$30,000,000 General Obligation Bonds of 1996, Series D.
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RECEIPTS
Fund Baiance from Prior Year
Tax Revenue
Individual Income. .
General Sales and Use
Corporate Franchise and Income... . ..
Public Utility .
Excise
Cigarette/Tabacco Products..
Liquor and Wing.
Mult Beverage.. .. . .,
Inheritance, Estate & Gift,
Insurance Company
Other
Subtotnl
Nontax Revenue
Departmental Revenue.
Total Federal Aids.
Total Program Revenue
Total Segregated Funds, e
Bond Authority .
Employe Benefit Contributions
Subtetal
Total Aveiloble

DISBURSEMENTS AND RESERVES
Commerce.
Education, .
Environmental Resources
Human Relations and Resources,
General Executive
Judicinl
Legiskative, o
General Appropristions. .
General Obligation Bond Program.
Employe Benefit Payments ¢ .
Reserve for Employe Benefit Payments
Subtotal
Less: {1.apses)...
Cornpensation Reserves
Required Statutory Bajence,
Fund Transfer. .. .
Federa] Retiree Reserve
Change in Continuing Balance.
Tetnl Disburserents & Reserves

@

Fund Balance..
Undesignated Surplus

Table II-3

STATE BUDGET-—ALL FUNDS®

Actuzl @ Budget Budpet

1995-96 1995-96 1996-97
s 400,881,000  § 408,880,400 ) 581,690,000
4,183,604,000 4,160,100,000 4,430,000,800
2,704,226 066 2,780,000,000 2,845,000,000
636,010,000 650,000,000 635,000,000
285,288,000 284,600,000 292,100,000
205,350,000 206,300,000 205,600,000
30,813,000 30,500,000 30,500,000
9,187,000 9,000,000 9,100,000
45,602,000 41,600,000 46,000,000
92,285,000 96,060,000 93,000,000
830,664,000 43,900,000 © 44,900,000
9,023,029,800 8,231,400,000 8,630,600,000
128,256,000 174,683,100 228,779,200
3,275,795,000 3,850,830,600 3,891,800,700
2,179,107,000 2,185,416,200 1.975,161,400
2,705,320,000 1,508,291,300 1,910,832,300
330,950,000 305,000,000 330,000,000
6,200,503,000 3,737,890,089 3,976,959,649
14,820,331,060 12,162,111,289 12,313,533,249
$ 24244241000 §  20,502,391,689 S 21,525.823249
s 575240000  § 305,755,860 $ 361,145,100
5,978.715,000 6,008,560,200 6,645.449,700
2,057,321,000 1.966,661,500 1,955,734,400
5,623,499,000 5,507,561,200 5,446,078,300
2,146,487,000 437,336,900 568,192,600
82,503,000 82,558,300 87,716,760
50,048,000 50,169,100 50,119,600
2,191,850,000 1,827,543,400 1,816,969,400
309,320,600 305,000,000 330,000,000
1,317,768,000 1,695,305,629 1,843,607,584
4,883,135,000 2,042,584 460 2,133 352,065
25,215,886,000 20,229,036, 489 21,238,365,449
NA (41,322,800) (113,723,000)
NA 18,235,000 46,382,400
NA 82,598,400 91,999,900
NA 3,503,800 257,990,600
NA 26,600,000 12,700,000

{1,553,335,000) NA NA
5 23.662,551000 %  20,31B,650.8%9 $  21,533,715,349
5 581,690,000  § 483,740,800 5 {7,892,100)
...... .8 581,690,000 § 566,339,200 5 £4,107.800

(n} The amounts shown are based on statutorily required nccounting and net cn GAAP
(b) The amounts shown are unaudited and rounded to the nesrest thousand
(¢) The budgets do not include taxes collected for segregated funds. The Jargest such tnx is the motor vehicle fuel tax, of which $676 million were collected

in the 1995-95 fiscal yesr

(d) State lnw sepamtes the accounting of employe benefits from the budget  They are inciuded for purposes of comparability to the figures presented in this
toble and Tables [i-tand H-2  Benefits are provided for ors a fully fanded basis. Therefore, when contributions nctially received exceed the beacfits
actually paid out, the difference is ndded to the trust funds. In the event that the netual benefit payments exceed the contribution received, investment

earmings will be used to cover the difference before they are deposited in the Employe Benefit Fund

Source: Wisconsin Department of Administration.
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DISBURSEMENTS AND RESERVES

Table Hi-4

STATE BUDGET-—GENERAL FUND®

Actual @ Budget Budget
1995-96 1995-96 1996-97
RECEIPTS
Fund Balance from Prior Year ..o ... 8 400,881,000 b 408,880,400 $ 581,690,000
Tax Revemie
State Taxes Deposited to General Fund
Individual INCOME . . v e e 4,183,604,0600 4,160,100,000 4,430,000,000
General Salesand Use... ... 2,704,226,000 2,710,000,000 2,845,000,000
Corporate Franchise and Income . ... .. 636,010,000 650,000,000 635,000,000
Public UTEY. o i v vinine 285,288,000 284,600,000 292,100,000
Excise
Cigarette/Tobacco Products ... ... ... 205,350,000 206,300,000 205,000,000
Liquor and Wine.. 30,813,000 30,500,000 30,500,000
Malt Beverage ... 9,187,000 9,000,000 9,100,000
Inheritance, Estate & Glﬁ 45,602,000 41,000,000 46,000,000
Insurance Company ... .. e 92,285,000 96,000,000 93,000,000
OUREE,. i e e e e et seraen e 28,874,000 43,900,000 44,900,000
SUBEOLEL. .o e 8,221,235.000 8,231,400,000 8,630,600,000
Nontax Revenue
Departmental REVENUE . .. .o wo s 128,256,000 174,683,100 228,779,200
Program Revenue Federal....... . . .. . . .. 3,275,795,600 3,457,543,500 3,523,184,100
Program Revenue Other. ... v i e 2,179,107,000 2,185,416,200 1,975,161,400
SUBOLAL. o e 5,583,158,000 5,817,642,800 5,727,124,700
Total Available....cocoes v v § 0 14,205,278,000 $ 14,457,923.200 $ 14,939.414,700

Commerce . . % 164,514,000 k) 165,757,000 $ 191,645,400
Education . . 5,837,139,000 5,964,122,000 6,600,333,700
Enwronmental Resources 242,361,000 236,724,600 239,038,900
Human Relations and Resourees oo vovon 5,255,874,000 5,329,183,900 5,355,935,200
General EXeCUtIVE. v oo e s 412,906,000 420,885,100 486,673,600
Judicial .. 82,154,000 81,921,900 87,080,300
Leg:slanvc ST 50,048,000 50,169,100 50,119,600
General Appropnatmns 1,603,605,000 1,635,804,400 1,641,130,200

Subtotal . . e 13,648,601,000 13,884,568,000 14,651,956,900
Less: (Lapses)m. e e e NA (41,322,800) (113,723,000}
Compensation RESEIVES. .. oo ooin i, NA 18,235,000 46,382,400
Required Statutory Balance.. . . ... NA 82,598,400 91,999,900
Fund Transfers ... a1t NA 3,503,800 257,990,600
Federal Retiree Reserve ... . oovw oo v NA 26,600,000 12,700,000
Other Adjustments.... e s e {2,000) NA NA
Changes in Contmumg Ba]ance STRPNPNN {25,011,000) NA NA

Total Disbursements & Reserves. ... .. ... $ 13,623,588,000 $ 13,974,182,400 $ 14,947,306,800
Fund Balance. ..o v oo 3 581,690,600 $ 483,740,800 3 (7,892,100)
Undesignated Surplus...... ... ... ... § 581,690,000 $ 566,339,200 b3 84,107,800
(a) The amounts shown are based on statutorily required accounting and not on GAAP.
(b) The amounts shown are unaudited and rounded to the nearest thousand.
Source: Wisconsin Pepartment of Administration.
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Potential Effect of Litigation

APPENDIX A to this part of the Annual Report includes the General Purpose Financial
Statements. The notes to the General Purpose Financial Statements include a description of
various legal proceedings, claims and tax refunds which may have a potential budgetary effect.
The Potential budgetary impact of these and other legal proceedings and claims is outlined
below.

Special Performance Dividend-See page Part IT 4-78

The 1995-96 and 1996-97 budgets do not specifically provide for this payment.
Computer Software—See page Part IT A-78

The 1995-96 and 1996-97 budgets do not specifically provide for this payment.
Domestic Mutual Insurance Companies—See page Part IT 4-78

The 1995-96 and 1996-97 budgets do not specifically provide for this payment.
Sales Tax on Access Services

On May 15, 1990 the Wisconsin Supreme Court declared unconstitutional a sales tax imposed by
the State on access services in connection with telephone service provided between local access
and transfer areas. Based on the decision, a payer of the invalidated tax may file a claim for
refund. The State has one year from the date of filing to review the claim. It is estimated that
refunds could be made in an aggregate amount up to $90 million. Legislation reducing taxation
on telephone companies has been enacted. It is expected that the claims will be withdrawn upon
the full and complete implementation of the legislation in 1997. The 1995-96 and 1996-97
budgets do not provide for the payment of these claims.

Federal Pension Income—See page Part Il 4-78

The State is current on making the refunds.
Corporate Tax Apportionment Methodology—See page Part Il A4-78

The 1995-96 and 1996-97 budgets do not provide for payment of these claims.
Other

The State, its officers and employes are defendants in numerous lawsuits. It is the opinion of the
Attorney General that such pending litigation will not be finally determined so as to result
individually or in the aggregate in a final judgment against the State which would materially
impair its financial position. Potential liability for such pending litigation does not constitute a
significant impairment of the State’s financial position or the payment of debt service.

Employe Relations

Of the State’s approximately 36,000 civil service employes, 34,000 are employes whose wage
rates, fringe benefits, hours and conditions of employment are determined by collective
bargaining agreements. These employes are assigned on the basis of occupational groupings to
one of nineteen statewide bargaining units. Eighteen of the bargaining units representing more
than 33,000 employes are under contract. The contracts expire June 30, 1997. The other
employes are currently not under contract. Negotiations with the remaining unit continue and the
unit is working under extension of their previous contract, which expired on June 30, 1995.

Each contract contains a no-strike-or-lockout provision, and State law specifies that it is illegal
for a State employe “to engage in, induce, or encourage any employe to engage in a strike or a
concerted refusal to work or perform their usual duties as employes”, Also, the State has
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established plans to staff and operate the various State agencies for any eventuality that may
occur which could disrupt the delivery of critical State services and necessary agency functions.
These plans covering various situations including strikes and work stoppages are updated
annually.

The budgets provide for salary and fringe benefits in an amount which is expected to be
sufficient to meet all contract obligations. By statute the contracts between the State and the
individual bargaining units are two-year contracts. A contract agreement requires ratification by
the members of the labor organization as well as approval of both houses of the Legislature and
the Governor.

State Budget Assumptions

Tax revenue projections for the 1995-96 budget was based on November 1994 Department of
Revenue (“DOR™) estimates. Tax revenue projections for the 1996-97 budget is based on
November 1996 DOR estimates. The revenue projections are based on the State tax structure and
on assumptions relating to basic economic factors and their historical relationships to State tax
receipts. Revenue sources other than taxes are estimated in the preparation of the budget. The all-
funds budget establishes estimates of these nontax revenues and presumes that an equal amount
of expenditures will be made. Any variation from that expected level of revenue will result in a
corresponding increase or decrease in expenditures.

The projections of total State disbursements for the budgets are based on assumptions relating to
economic and demographic factors, desired levels of services, and the success of expenditure
control mechanisms applied by the Secretary of Administration pursuant to statutory authority in
controlling disbursements for State operations. Factors that may affect the level of disbursements
in the budgets and make the projected levels difficuit to maintain include uncertainties relating to
the economy of the nation and the State.

Economic Assumptions

The economic forecast underlying the 1995-96 budget was based primarily on certain
projections of Data Resources, Inc. (“DRI”) as presented in its report of November 1994. The
economic forecast underlying the 199697 budget is based primarily on certain projections of
DRI as presented in its report of November 1996 and results of economic models which
incorporate the projections. See Table II-5.

Wisconsin Econometric Model

The Wisconsin Econometric Model (the “Model”) is a forecasting tool used for predicting the
future of the State’s economy, measured primarily by income and employment. The model
provides DOR with information about how the State’s economy responds to changes in the
national environment and plays a critical role in the revenue estimating process. The Model was
designed by Data Resources, Incorporated (“DRI”), which continues to provide national economic
forecasts, data base support and consulting services. It is maintained by DOR.

The Model provides forecasts of the major components of income and employment. It is a
structural model that employs accounting identities and theoretical constructs for predictions on
each economic variable. It is driven by a set of exogenous variables. These exogenous variables
include forecasts of both national and State data. The forecast data are entered into the model to
generate forecasts of state employment, income, tax revenue and other economic indicators.

The Model is similar to many economic models in that the economy is described by a set of
mathematical equations. There are equations for employment, wages, proprietary income,
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transfer payments, industrial production, housing permits and taxes. The Model currently
consists of 172 equations.

The equations of the Model are a mixture of definitional equations and stochastic equations.
Definitional equations are used to formulate accounting relationships, e.g., total employment is
the sum of employment for each industry. Stochastic equations are used to specify probability or
statistical relationships in which the relation between any two economic measures cannot be
defined exactly. Both types of equations rely on an extensive historical data base that contains
both national and State measures of the economy dating from the early 1960s.

The Model structure adopts an adaptive expectations framework in which the forecasted
economic variables (e.g,, the level of income and employment) in the current period depend on
expectations about the economic variables. Adaptive expectations models assume that
expectations about current economic phenomena are based on the historical values of the
economic phenomena.

Stochastic equations within the Model are determined using regression techniques. All estimated
coefficients are statistically significant and consistent with economic theory.

In order to produce forecasts with the Model, data from several outside (exogenous) sources are
required. Forecasts of economic variables at the national level are required to drive the Model.
National forecast data includes measures of industry output, factor costs, tax levels and rates,
interest rates, inflation, etc. Currently, DRI forecasts for these national variables are used.

Other exogenous data come from both federal and State agencies. These data are principally
measures of State population, milk prices and state tax rates. Once the data are entered into the
Model, the system of equations is simultaneously solved for income, employment and other
economic variables.

Data on U.S. economic trends are used by the Model to forecast the State economy. The State
forecast data are in turn used to estimate General Purpose Revenues.

In the Model, separate equations for employment, income and taxes are estimated to
acknowledge the complexity of the State’s economy. Changes in population, international
exchange rates, productivity and tax rates can affect each of the economic indicators differently.
The Model recognizes this by estimating each economic indicator separately.

Employment is estimated at the one- and two-digit standard industrial classification levels. It is
the major determinant of earnings which is the sum of wages and salaries, other labor income and
proprietor’s income. Personal income is the sum of earnings, property income, and transfer
payments. Forecasts of personal income are determined by calculating separate forecasts of the
level of each of these components. Federal, State and local tax revenue and non-tax accruals are
a functions of income, employment and tax rates. Disposable income is the difference between
personal income and personal taxes.

Maintaining the Model is an ongoing process. The Model is calibrated to be temporally
consistent either by adjusting the equations to accurately reflect current levels, or by re-
estimating the system of equations.

The purpose of updating and revising the Model is to keep the Model’s forecasts as reliable as
possible. It is believed that the Model can account for previous changes in income and
employment, then it should be able to accurately forecast current levels of income and
employment barring any large, unforeseen changes in the structure of the economy.
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Table II-5

ECONOMIC FORECASTS
U.8. ECONOMIC FORECAST
Calendar Year
1995 1996 1997 1998 1999
Real GDP and its Components
{Ameounts in Billions of Chain-
Weighted 1992 Dollars)
GDP... vrmr e $6,742.9 $6901.5 $7063.8 $7230.0 $73714.2
Percent Change 20 24 24 2.4 20
Consumption. ... v e mucommeseesnsie: 4,571.9 4,691.1 4,819.4 4,943.9 5,044.4
Percent Change wen 2.3 2.5 27 2.6 20
Investment (mc]udmg mventory) - 1,010.2 1,059.2 1,103.6 1,1376 1,166.3
Percent Change ... 3.1 49 42 3.1 25
Nonresidential Structurcs 181.1 186.9 i90.5 1914 192.0
Percent Change............coocvvnnnns 73 32 1.9 0.5 0.3
Business Equipment. .. ..o 5344 578.3 612.1 652.0 677.8
Percent Change......ccconvvnvinnns 10.4 8.2 5.8 6.5 4.0
Residential Fixed ... oo cnncnnn 262.7 276.8 276.7 2755 276.6
Percent Change..........covororere -2.3 5.4 0.0 -0.4 04
Change in Inventory__,_\..H.ﬁ.,m,m,,,,,, 332 19.7 283 24.8 27.2
Exports.... 7754 819.6 866.6 940.4 1,020.2
Percent Change 89 5.7 57 85 8.5
Imports. .. 883.0 941.2 1,009.3 1,080.7 1,153.0
P@rcent ("‘hange 8.0 6.6 72 7.1 6.7
Federal Govemment ........... 4723 467.0 456.8 4421 431.0
Percent Change........ -3.6 -1.1 -2.2 -3.2 -2.5
State and Local Government ,,,,,,,,,,,,, 788.6 803.7 8235 844.0 864.0
Percent Change ......cocverereeiinivinn 24 1.9 2.5 2.5 24
GDP (Current Dollaxs),_.... 7,253.8 7,571.6 7,921.5 8,292.2 8,661.9
Percent Change. ........oovmmnv o, 4.6 4.4 4.6 4.7 4.5
Employment, Unemployment,
Wages and Prices
Nonfarm Employment (mlHlOHS) 4 117.2 119.5 121.4 123.1 124.9
Percent Change. ... 29 2.0 1.6 1.4 1.5
Unemployment Rate (%) 56 5.4 5.3 5.5 57
Compensation per hour (%} ,,,,,,,,,,,,,,,,,, 36 38 39 3.7 36
Consumer Price Index (%) .................. 2.8 30 30 2.8 29
Producer Price Index (%) ... 36 22 0.6 0.9 1.5
GDP Price Deflator (%0).... 25 2.1 24 23 24
Industrial Production (% change) \\\\\\ 33 31 3.0 3.7 37
Money and Interest Rates
Money Supply (M2) (bllhons) ,,,,,,,,,,, $3,642.0 $3,785.2 $3,966.3 $4,153.8 $4,352.9
Percent Change..........corecrcescecnunns 39 3.9 4.8 4.7 4.8
Prime Commercial Rate 8.8 8.3 8.6 87 85
3-Month Treasury Bills (rate) ,,,,,,,,,,,,, 5.5 50 53 5.4 52
30-Year U.S. Gvt. Bonds (rate)......... 6.9 6.7 6.8 7.0 6.8
G.0. AAA Municipals (rate) ............. 5.8 5.0 3.6 5.8 5.7
New Conventional Mortgages (rate).. 7.9 7.8 19 8.1 8.0
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Table II-5 — Continued

Calendar Year

1995 1996 1997 1998 1999
Income, Profits and Savings
(Amounts in Billions)
Personal Income..........ccvvceee.. 36,1151 $6,4494  $6,780.1 $7,107.6 $74336
Percent Change ..o, 6.3 55 51 4.8 46
Personal Income ($ 1992).ccccvvnnne.. $5,6842 $58716  $6,019.6 36,1477 $6,259.2
Percent Change ..o, R 39 33 235 2.1 18
Savings Rate .. 4.7 48 4.9 4.6 44
Corporate Profits Before '}'ax § 5867 § 6434 § 6408 $ 6839 £ 7182
Percent Change..... v 10.8 9.7 -0.4 6.7 5.0

Source: Data Resources, Inc./IVIcGraw—-Hill, November 1996

WISCONSIN EMPLOYMENT FORECAST
Calendar Year
1995 1996 1997 1998 1999

Annual Industry Detail Average
{Thousands of Workers)

Durable Goods ..........oevemveir e 364.1 364.0 3582 3583 362.0
Percent Change.........ccccoeeen 4.0 0.0 -1.6 0.0 1.0
Nondurable Goods.......ccoccovne... 237.0 2359 2355 2380 240.8
Percent Change..........ooooveeeennnnn 1.2 -B.5 -0.2 1.1 12
Mining.... et 2.4 23 2.3 23 2.2
Percent Change -2.3 -3.1 1.5 -1.5 -3.6
Construction ... 100.1 105.9 109.0 108.5 106.0
Percent Change ,,,,,,,,,,,,,,,,,,,,,,,,,, 2.0 5.7 29 -0.5 2.3
Transportation and Utilities........... 119.3 119.9 121.8 i24.2 126.0
Percent Change.... et 2.7 0.5 1.6 2.0 1.5
Finance, Insurance, Real Estate 136.1 137.1 139.0 141.5 1451
Percent Change 0.8 0.8 14 1.3 2.5
Retail Trade.......cooeeoivcvrrerins. 460.6 466.2 4750 4879 498.9
Percent Change.............ccccoon.... 30 1.2 1.9 2.7 22
Wholesale Trade. ............ ........... 126.7 1275 127.6 1302 1323
Percent Change.........ccccoeseen.. 22 0.6 0.1 20 1.6
SEIVICES ... oo cover s et creseaen e 6307 645.6 6586  674.1 688.5
Percent Change 2.3 2.4 2.0 24 2.1
GOVEMMENE ....ocov e sarainen 378.1 381.7 390.1 394.0 3977
Percent Change ..........cceee.n. 3.0 09 22 1.0 0.9
Total Nonfarm..........coovovevvven 2,555.1  2,586.2 26171 26591 2,699.6
Percent Change...........co.c...... 26 1.2 1.2 16 L5

Source: Wisconsin Department of Revenue, Economic Outlook, November 1996
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Table 11-5 = Continued
WISCONSIN INCOME SUMMARY

Calendar Year

1995 1996 1997 1998 1999
Components of Personal Income
{Amounts in Billions)
Wages and Salaries.........co..oe $65.46 $68.59 $71.83 $75.17 $77.40
Other Labor INCOME ... cccamuarcvscesns 8.96 9.13 9.57 10.16 10.81
Farm Proprietor’s Income............. -0.20 0.09 0.17 0.25 0.27
Nonfarm Proprietor’s Income.......... 6.61 6.96 7.05 7.20 7.38
Rental INCOMIE ..o crvrenvivsanasassssanescnns 212 2.18 2.36 2.56 2.75
Personal Dividend Income......oo-.. 4.17 4.53 4.86 522 5.52
Personal Interest Income.......coccveue 12.88 13.29 13.93 14.52 15.04
Transfer Payments . ... 17.64 18.49 19.38 20.26 21.33
Residence Adjustment ......co.ocoovoes 1.67 1.78 187 1.96 2.05
Contributions to Social Insurance .. 5.26 544 5710 5.98 625
Personal InCome. .o oo s ccennnc v 114.04 119.58 125.32 13133 137.30
Personal Taxes and Nontax Pmts... 16.33 17.90 18.34 19.00 19.84
Disposable Personal Income .......... 97.71 101.68 106.99 112.33 117.46
Annual Rates of Change
(Percent Change)
Wages and Salaries ... 59 4.8 47 4.7 4.3
Other Labor INCOME.......c..commarosnnane. 57 1.8 49 6.1 6.4
Farm Proprietor’s Income oo 987 49.1 6.6
Nonfarm Proprietor’s Income......... 8.1 5.4 1.2 21 24
Rental INCOME .....ovurmseee cninnmasnserns 3.1 25 82 8.5 7.7
Personal Dividend Income............ 7.7 8.7 74 7.3 5.7
Personal Interest Income.............. 8.9 31 48 43 36
Transfer Payments .......o.vaieinnreinn 6.5 48 4.9 4.5 5.3
Residence Adjustment .................. 32 6.9 4.7 52 4.7
Contributions to Social Insurance .. 6.2 34 4.7 4.9 4.6
Personal INCOME.....cvvoonrrvanninrnns s 6.1 4.9 4.8 4.8 4.5
Personal Taxes and Nontax Pmits... 8.4 96 25 36 4.4
Disposable Personal Income.......... 5.7 4.1 52 50 4.6

Inflation Adjusted Income
Measures (1992 Dollars)
Real Personal Income (billions)........ $ 106.01 $ 10887 & 111.27 § 113.59 $ 115.60

Percent Change .....cvmec aierrannes 3.7 2.7 2.2 21 1.8
Real Personal Income per Capita...... $20,677.0 $21,090.0 $21,390.0 $21,665.0 $21,877.0
Percent Change ........ccvowssemsmens 29 2.0 14 1.3 1.0
Per Capita Personal Income........... $22,244.0 823,1650  $24,0920 $25,0470 $25,981.0
Percent Change ......ocoover cvevavvannens 5.3 4.1 40 4.0 3.7

Source: Wisconsin Department of Revenue, Wisconsin Economic Outlook, November 1996

Budget Format

The State prepares an all-funds budget, a general purpose revenue (“GPR”) budget and
subbudgets for each fund. The all-funds or total budget includes all money appropriated for the
fiscal year revenues from general state tax collections, federal funds that are estimated to be
received, revenues which are paid into a specific fund (such as the Transportation or
Conservation Fund) for a specified program or purpose or which are credited to an appropriation
to finance a specific program or agency, and finally revenues resulting from the contracting of
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public debt. Because it includes only estimates of federal funds to be received and expended, it is
a budget which may vary during the course of the fiscal year.

The GPR budget includes the money appropriated from all state-collected general taxes (such as
income taxes, sales taxes, excise taxes, etc.), from revenues collected by State agencies which are
deposited into the General Fund and lose their identity (departmental revenues) and from various
miscellaneous receipts. A portion of these revenues is then returned to local governments in the
form of shared tax payments and to school districts in the form of general equalization aid
payments, which are used to meet the cost of local operations. Additionally, some of the revenues
are used for aids to individuals. The remaining portion is the operating budget for State agencies
conducting State-administered programs.

The financial material reported in this document is a representation of the all-funds budget. The
subbudget for the General Fund is also provided. The General Fund is the principal operating
fund of the State. It receives all State income that is not required by law to be deposited in other
funds (including more than 90% of total State tax receipts) and many other revenues.

Impact of Federal Programs

Future Federal budgets which include reductions in Federal aid would have a more immediate
effect on individuals, local governments and other service providers than on the State directly.
Such proposals, if enacted, would increase the likelihood that the State will be asked to increase
its support of the affected parties. Implementing choices posed by the Federal budget would
involve State legislative action.

Supplemental Appropriations

The State may increase appropriations from or reduce taxes below the levels established in its
budget. In recent past years, including the current fiscal year, the State has adopted appropriation
measures subsequent to passage of the budget act. However, it has been the State’s policy that
supplemental appropriations adopted by the Legislature will be within revenue projections for
that fiscal period or balanced by reductions in other appropriations, Thus, spending from
additional appropriations has been matched by reduced disbursements, increased revenues or a
combination of both.

No legislation directly or indirectly affecting general purpose revenue (tax revenue and
departmental revenue) of the General Fund may be enacted if the bill would cause the estimated
General Fund balance on June 30 of the fiscal year to be less than the required statutory reserve.

General Fund History
Table II-6 presents the General Fund condition for the previous five years.
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Table II-6
COMPARATIVE CONDITION OF THE GENERAL FUND

AS OF JUNE 30
{(Amounts in Thousands)
1996 1995 1994 1993 1992
ASSETS
Cash & Investment Pool Shares.... § 574,513 & 489935 & 186,705 § 292,548 § 187434
Tmprest Funds .....ooov oo wecmconne 4,108 4,107 4,107 3,880 4,082
TnVeStEERLS oo e 445 443 445 190 431
Receivables
Accounts Receivable ... 684,739 763,515 714,859 400,166 746,274
Due from Other Funds. . ... 16,716 9,244 135,924 7.450 9,824
Student Loans Receivable. ... .. 4,066
IVERLONY o mmne s 379
Prepayments .............. . 34,361 36,878 33,406
TOTAL ASSETS. ..o v § L314882 $ 1307024 $1075825 § 704234 § 932111
LIABILITIES
Accounts Payable ... .. ....... $ 295180 § 333,644 § 251,849 § 104219 $ 467,190
Dueto Other Funds ... ... ... 32,251 36,564 57,093 100 9,326
Tax and Other Deposits......... .. 40,400 59,666 44,490 22,597 16,700
Advances from Other Funds......... 6,000 8,000 14,226 14,226
Deferred Revenue. ..o v o e 22,417 21,995 26,235
TOTAL LIABILITIES oo .. 3396257 §. 459869 § 393,803 § 141142 S..493.216
FUND BALANCE
Reserves
Encumbrances & GPR Balances $ 160,963 § 120,329 § 159,128 § 92,486 $ 86,861
Program Revenue Balances...... 171,864 321,938 284,242 313,607 290,621
Contingent Fund Advances...... 4,108 4,107 3,685 3,459 3,666
Student Loans. .. . oo s o 4,066
Total RESEIVeS v e § 336,935 § 446,374 § 447,055 § 409,552 & 385214
Unreserved Balance-Undesignated 581,690 400,881 234,877 153,540 73,681
TOTAL FUND BALANCE.... .. § 918,625 $ 847255 § 681,932 § 563,092 § 458895
TOTAL LIABRILITIES AND FUND
BALANCE i e § 1314882 §.1.307124 $.1.075825 $_ 704234 3 932111
®  The amounts shown are based on statuterily required accounting and not GAAp. The amounts are
unaudited.

Source:  Wisconsin Department of Administration.

General Fund Cash Flow

The State has experienced and expects to continue to experience certain periods when the
General Fund is in a negative cash position. The Statutes provide certain administrative remedies
to deal with these periods. The Secretary of Administration may temporarily reallocate up to
$400 million of available cash in other funds to the General Fund. The Secretary of
Administration may set priorities for payments from the General Fund as well as prorate certain
payments. The Statutes provide that all payments shall be in accordance with the following order
of preference: (1) all direct and indirect payments of principal and interest on State general
obligation debt have first priority and may not be prorated or reduced; (2) all direct and indirect
payments of principal and interest on operating notes have second priority and may not be
prorated or reduced; (3) all State employe payroils have third priority and may be prorated or
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reduced; and (4) all other payments shall be paid in a priority determined by the Secretary of
Administration and may be prorated or reduced.

Table II-7 presents the actual cash flow of the General Fund from July 1994 through November
1996 and the projected cash flow for December 1996 through June 1997, The amounts reported
include the proceeds of the sale of operating notes in July 1994, 1995, and 1996 and the payment
of impoundments for February, March, April and May of 1995, 1996, and 1997. The table should
be read in conjunction with other information concerning the State budget set forth elsewhere in
this part of the Annual Report, including “STATE GOVERNMENT ORGANIZATION AND FINANCIAL
PROCEDURES; Budgeting Process and Fiscal Controls”, “STATE BUDGET” and “OTHER
OBLIGATIONS; Operating Notes”,

Monthly projections of cash flow are based upon the 1996-97 budget and upon historical
experience as adjusted to reflect economic conditions, statutory and administrative changes and
anticipated payment dates for debt service, payrolis and State aid.

Unforeseen events or variations from underlying assumptions may cause a decrease in receipts or
an increase in disbursements from those projected for a given month and thus may adversely
affect the projection of cash flow for the time shown. Additionally, the timing of transactions
from month to month may vary from the forecast. The State updates its projection of the
remaining fiscal year cash flow each month as a result of actual revenues and expenditures
received, from unforeseen events, or from revised forecasts of month-to-month timing of
transactions. Table II-8 presents the actual cash balances available for interfund borrowings from
July 1, 1994 through December 1, 1996 and the projected balances for January 1, 1997 through
June 1, 1997,

Tables 11-9 and II-10 present actual revenues deposited into the General Fund and expenditures
made from the General Fund for the periods of July 1, 1996 to November 30, 1996 and July 1,
1995 to November 30, 1995.
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1994

1995

1996

1997

Table 11-7

GENERAL FUND MONTHLY CASH POSITION
July 1, 1994 through November 30, 1996 — Actual
December 1, 1996 through Jure 30, 1997 — Estimated®
(Amounts in Thousands)

Starting
Starting Date Balance Receigtsﬂ” Disbursements™
£ 31 1 OO $ 186,704 $1,470,855 $1,398,247
AUBUSE e 259,312 1,052,011 734,930
September.......coeenenrins insnas 576,393 1,276,805 1,077,444
(]0111) 17=: CUUUOU 775,754 1,064,641 751,206
November......ocowrvvorancecns 1,089,189 1,192,576 1,575,886
December ....coneceanecrnrerienn 705,879 1,154,400 1,448,653
JAOHATY ..ot cnross 411,626 1,390,708 744,552
February ........ovuiesviennas 1,057,782 1,044,973 1,037,499
March ..o cvvocnncrnsnnnansanans 1,065,256 1,148,635 1,826,357
i 387,534 1,222,615 931,170
678,979 1,228,463 981,567
925,875 1,240,931 1,715,816
451,090 1,306,431 1,337,712
419,809 1,005,527 849,866
625,470 1,362,210 1,101,358
October.. ... orinreeeeasanssnacs 886,322 1,151,661 810,058
November 1,227,925 1,220,032 1,622,269
Pecember.... 825,638 1,156,810 1,493,484
JANUALY oeeneaer e nsins 489,014 1,461,087 878,316
February 1,071,785 1,132,269 1,044,288
March ..o.oeoovecsnmunnnnrane ianenon 1,159,766 1,240,173 1,838,319
F201) 51 VROV 511,620 1,402,600 936,278
MAEY oo errrsernncirrasnnnnes 977,942 1,180,704 1,029,277
June 1,129,369 1,362,420 1,922,703
July .oovoviminirernran 569,086 1,279,815 1,434,154
PN 12111 U 414,747 1,030,924 844,258
September.........ciiinnnnnn 601,413 1,476,166 1,011,367
(9]0 11] 1= SRR 1,066,212 1,137,121 855,357
November.. ..oz 1,347,976 1,201,689 1,691,802
Blecember o mrereneeririone 857,863 1,244,075 1,654,506
JANUALY «cvennnerresamnicrmrnenss 447,432 1,550,322 1,016,271
February «..c.vimnnnennans 081,483 1,115,695 1,046,909
MATCH o vvcvis e somnnnn e mmanans 1,050,269 1,247,692 2,023,643
ADI i snreninnnian 274,318 1,379,004 970,239
May 683,083 1,261,583 984,657
JUNE coreeeeiee e rnasnsanaccneas 960,009 1,390,893 2,030,776

@ The monthly receipt and disbursement projections for December 1, 1996 through June
30, 1997 are based on estimates provided by the Division of Executive Budget and
Finance.

® The receipt amounts shown in July 19941996 include the proceeds received at closing
for the respective operating notes. See “OTHER OBLIGATIONS; Operating Notes”. The
disbursement amounts shown for February, March, April and May 1995-1997 include
impoundment payments required in connection with the operating notes.

Source: Wisconsin Depariment of Administration.
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Table I1-8

BALANCES IN FUNDS AVAILABLE FOR INTERFUND BORROWING®™
July 1, 1994 to December 1, 1996 — Actual
January 1, 1997 to June 1, 1997 — Estimated®™
(Amounts in Millions)

1994 1995 1996 1997

Januay ..., $3,604.96  $2,991.90 $2,150.86™
February .........couuu..... 4,204.34 3,428.21 2,126.47
March .cooocccrrvirinrnne, 4,450.34 3,852.78 2,162.05
April i, 3,886.69 3,808.74 2,053.43
1\ G 3,022.74 3,402.69 2,007.01
JUne .o 2,703.44 3,145.00 2,055.69
July i, $4,153.73 2,838.71 3,252.38
August .......ovvrinnee 4,502.50 3,143.94 3,511.90
September ........cuvueenns 4,193.96 2,975.23 3,250.54
October.......c.ccouvnn.. 3,728.02 2,902.89 3,010.27
November....oveveivinnn 3,21422 2,630.23 2,687.47
December..................... 3,185.647 2,732.65 2,072.66
®  Consists of the following funds:

Transportation Commeon School

Conservation (Partial) Normal School

Wisconsin Health Education Loan Repayment University

Waste Management Local Government Investment Pool

Wisconsin Election Campaign Farms for the Future

Investment & Local Impact Agrichemical Management

Eiderly Property Tax Deferral Historical Society Trust

Lottery Schoot Income Fund

Children’s Trust Benevolent

Racing Groundwater

Work Injury Supplemental Benefit Petroleum Storage Environmental Cleanup

Unemployment Compensation Interest Repayment Clean Water

Uninsured Employers Environmental

Health Insurance Risk Sharing Plan Recycling

Local Government Property Insurance University Trust Principal

Patients Compensation Veterans Mortgage Loan Repayment

Mediation State Building Trust

Agricultural College

® Egtimated balances for January 1, 1997 and succeeding months include $480 million (a portion
of the estimated balance) for the local government pool of the available funds. The local
government pool has varied from a low of $63 million on July 1, 1983 to a high of $4.426
billion on March 1, 1994. The pool is composed of funds deposited by local units of
government which may be withdrawn without notice. The amounts shown are the estimated
balances of funds available for interfund borrowing. Under Section 20.002(11) of the Statutes,
interfund borrowing is limited to $400 miilion.

Source: Wisconsin Department of Administration.

PART II-27 GENERAL INFORMATION



Table 11-9

REVENUES DEPOSITED TO THE GENERAL FUND®
July 1, 1996 to November 30, 1996 compared with previous year.

Unaudited
Projected Actual Receipts Actual Receipts
Actual Receipts Receipts July 1, 1995 to July 1, 1996 to
1995-96 FY® 1996-97 I'Y. November 36, 1935 November 30, 1996
Individual Income Tax ... $ 4,183,604,344  § 4,430,000,000 $1,331,723,923 $ 1,449,013,350
General Sales and Use Tax . 2,704,226,017 2,845,000,000 024,134,202 987,764,313
Corporate Franchise
and Income Tax.. ..« 636,009,525 635,000,000 182,688,840 167,538,674
Public Utility Taxes ....... ... 285,287,485 292,100,000 151,685,551 156,559,727
Excise TaXes .ow woviae i 245,350,413 244,600,000 85,612,030 89,648,834
Inheritance Taxes ..., 45,602,214 46,000,000 13,939,816 16,218,776
Miscellaneous Taxes. ... 121,159,011 137,900,000 64,033,240 52,175,346
SUBTOTAL ..ovinennen, 8,221,241,009 8,630,600,000 2,753,817,602 2,018,915,020
Federal Receipts...... ..o 3,275,795,203 3,523,184,100 1,316,760,922 1,301,696,853
Dedicated and
Other Revenues.... ...« 2.307.363,000 __2,203,940.600 925,304,811 © 1.005,531,790 ©
TOTAL . oo $13,804,399.302  $14.357,724700  $4.995.883.333 $4.107,482.077

®  The amounts shown are based on the statutory accounting basis and not on GaAP. See “STATE (GOVERNMENT
ORGANIZATION AND FINANCIAL PROCEDURES; Accounting and Financial Reporting”.

®  The amounts shown are the sum of all revenues for fiscal year 1995-96 based on the data used in the
preparation of the Annual Fiscal Report, Budgetary Basis, for the year ending June 30, 1996.

©  The amounts shown do not reflect receipt of $250 million principal amount in fiscal year 1995-96 and $150
million principal amount in fiscal year 199697 from the sale of operating notes.

Source:  Wisconsin Department of Administration.
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Table 11-10

GENERAL FUND EXPENDITURES BY FUNCTION®
July 1, 1996 te November 30, 1996 compared with previous year.

Unaudited

Appropriations
199697 FY

3 191,645,400
6,600,333,700
239,038,900
3,355,935,200
486,673,600
87,080,300
50,119,600
1,641,130,200

Actund
Expenditures
July 1, 1995 to

Actual
Expenditures
July 1, 1996 to

November 30, 1995 November 38, 1996
$ 69,240,198 $ 73,953,205
1,556,802,354 1,636,593,808
80,560,865 78,447,618
2,059,265,356 2,049,182,847
169,697,592 184,325,903
35,301,267 38,860,967
17,939,669 17,805,754
1.158.019.586 1,351.417.521

Actunl

Expenditures

1995-96 FY™
COmmMEree .covveve v . 3 164,514,710
Education ..............coeee. . 5,837,139,605
Environmental Resources. ... . 242,360,896
Human Relations & Resources 5,255,874,239
General Executive ... 412,906,488
Judicial .. 82,154,128
Legislative ... ... 50,047,274
General Appropriations........... 1,603,605,241

B13.648.601.581 $14.691.956.900 35147226917 $5.430.587.623

®  The amounts shown are based on the statutory accounting basis and not on GAAP. See “STATE GOVERNMENT
ORGANIZATION AND FINANCIAL PROCEDURES; Accounting and Financial Reporting”.

®  The amounts shown are the sum of all expenditures for fiscal year 1995-96 based on the data used in the
preparation of the Annuat Fiscal Report, Budgetary Basis, for the year ending June 30, 1996

Saurce:

Wisconsin Department of Administration.
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STATE OBLIGATIONS

General Obligations

The State, acting through the Commission, may issue general obligation bonds and notes or enter
into loans which are secured by the State's full faith, credit and taxing power. Payments of debt
service on State general obligations are paramount to all other obligations of the State. As of
December 27, 1996, the State had approximately $3.3 billion of outstanding general obligations.

The State has never defaulted in the punctual payment of principal or interest on any general
obligation indebtedness and has never aitempted to prevent or delay such required payments.
The State has reserved no right to reduce or modify any terms with respect to security or source
of payment of general obligation bonds or notes. See Part IIT of this Annual Report for additional
information on general obligations.

Operating Notes

The Commission may issue operating notes to fund operating expenses upon the request of the
Department of Administration if the Department determines that a deficiency will occur in the
funds of the State which will not permit the State to pay its operating expenses in a timely
manner. The request for issuance must also be approved by the Governor and the Joint Finance
Committee of the Legislature.

Operating notes may be issued in an amount not exceeding 10% of budgeted appropriations of
general purpose and program revenues in the year in which operating notes are issued. Operating
notes are not general obligations of the State and are not on a parity with State general
obligations. The General Fund may be pledged for the repayment of operating notes and moneys
of the General Fund may be impounded for future payment of principal and interest; however,
any such repayment or impoundment must be made subsequent to the payment of the amounts
due the Bond Security and Redemption Fund securing the repayment of State general obligation
bonds. All payments and impoundments securing the operating notes are also subject to
appropriation. Owners of the operating notes have a right to file suit against the State in
accordance with procedures established in State law.

On July 11, 1996, the State issued $150 million of operating notes, which are due June 16, 1997.

Master Lease Program

The State, acting by and through the Department of Administration, has entered into a master
lease for the purpose of acquiring equipment (and in limited situations, service items) for state
agencies through installment payments. The State’s obligation to make lease payments is subject
to annual appropriation by the Legislature. The full faith and credit of the State are not pledged
to the lease payments; the State is not obligated to levy or pledge any tax to pay the lease
payments. The State’s obligation to make the lease payments does not constitute debt for
purposes of the Constitutional debt limit, and there is no limit to the amount of such obligations
that the State can incur. Although an effort is made to use the master lease program for all
property acquired by the State through nonappropriation leases, it is possible that state agencies
may separately incur such obligations. Certificates of participation have been privately sold
which evidence an obligation to repay a revolving credit facility used to acquire equipment under
the master lease. As of November 30, 1996, the principal amount of the State’s obligations under
the master lease program was approximately $42 million. See Part IV of this Annual Report for
additional information on master lease certificates of participation.
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State Revenue Obligations

Subchapter II of Chapter 18 of the Statutes, which was created in 1977, authorizes the State,
acting through the Commission, to issue revenue obligations secured by a pledge of revenues or
property derived from the operation of a program funded by the issuance of these revenue
obligations. Any such program to be undertaken must be specifically authorized by the
Legislature. The resulting obligations are not general obligations of the State. Repayment is
secured only by funds to be generated within the financed programs.

Revenues pledged to the repayment of revenue obligations are deposited with a trustee for the
obligations. Because these revenues are pledged to the owners of revenue obligations, who have
a first lien on all such monies, the owners of State general obligations have no claim to the
revenues pledged for the repayment of such revenue obligations.

Six such programs have been authorized. The first is to finance loans to students in colleges,
universities, and technical colleges. The student loan program is operated in conjunction with an
independently funded corporation, which insures against default in repayment, and the federal
guaranteed student loan program, which reimburses the corporation for insurance payments
made. The Commission has issued three bond series for this program. All of the outstanding
bonds were defeased on June 11, 1991.

The second program, also a student loan program, is for students enrolled in medical and dental
schools in Wisconsin. This program operates with direct insurance from the federal government
under its Health Educational Assistance Loan program. The Commission has issued six series of
bonds for this program, with approximately $8 million outstanding as of November 30, 1996.

The third program provides funding for the veterans housing loan program. All loans under this
program are to be guaranteed by the Federal Veterans Administration or insured by a private
mortgage insurer. The Commission has issued two series of bonds for this program. All of the
remaining outstanding bonds were redeemed on August 1, 1996.

The fourth program proposes to make loans to senior citizens for the payment of local property
taxes on their primary residences. The Legislature has authorized the issuance of $10 million of
bonds for this program, but no bonds have been issued to date, nor can they be issued on a tax-
exempt basis.

The fifth program is to finance State highways and related transportation facilities. The bonds are
secured by motor vehicle registration fees, The Commission has issued nine series of bonds for
this program, which were outstanding in the amount of $751 million as of December 27, 1996,
See Part V of this Annual Report for additional information on this transportation revenue bond
program.

The sixth program is the State’s Clean Water Fund program. The funds from revenue obligations
are primarily used to make loans to municipalities in the State for the construction or
improvement of their wastewater treatment facilities and to make deposits in certain funds
established for the Clean Water Fund program. The Commission has issued four series of bonds
for this program. The amount outstanding as of December 27, 1996 was $371 million. The
Commission has authorized the sale of up to $220 million of additional clean water revenue
bonds.

Moral Obligations

In certain situations where the State does not have a legal obligation to make a payment, the
Legislature has recognized a moral obligation to make an appropriation for the payment and has -
expressed its expectation and aspiration that, if ever called upon to do so, it would, These
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situations, which are described further in this section, include payments required to be made by
municipalities on loans from the Clean Water Fund, if so designated by the State, and payments
to reserve funds securing certain obligations of the Wisconsin Housing and Economic
Development Authority and certain obligations of a local exposition district or a local
professional baseball park district.

Nonstock, Nonprofit Corporations

Four nonstock, nonprofit corporations have been used to issue debt on behalf of the State; two of
the corporations still have debt outstanding. The Constitutional amendment of 1969, which
authorized direct borrowing, simultaneously prohibited any further borrowing by these entities.
Table III-6 in “DEBT INFORMATION” sets forth the amount of these obligations, and as required
by the Constitution, the State includes them with the State’s direct debt.

Independent Authorities and Exposition Districts

State law creates and grants to two independent special purpose authorities the power to issue
bonds and notes: the Wisconsin Housing and Economic Development Authority (“WHEDA™)
(formerly the Wisconsin Housing Finance Authority) and the Wisconsin Health and Educational
Facilities Authority (“WHEFA”) (formerly the Wisconsin Health Facilities Authority). Neither of
these entities is a department or agency of the State, and neither can issue bonds or notes that are
legal obligations of the State. However, WHEDA may incur debt upon which the State has a moral
obligation to appropriate moneys to make up deficiencies in WHEDA reserve funds in the event
project revenues received by the Authority are inadequate to repay ocutstanding obligations. It has
never been necessary to call on the State to fulfill its moral obligation. By law, the Commission
serves as financial advisor to each of the independent authorities in the issuance of this debt.

Wisconsin Housing and Economic Development Authority

WHEDA was the first of the independent authorities to be created. Its original purpose is to act as
a funding vehicle for the development of housing for low— and moderate—income families. In
1983 the powers of WHEDA were expanded to include economic development and the authority’s
name was changed to its present one. In 1985 WHEDA was authorized to administer the State’s
agricultural production loan guaranty and interest subsidy program. It may issue bonds and notes,
which are to be general obligations of WHEDA (except for bonds for the housing rehabilitation
loan program issued pursuant to section 234.50(2) of the Wisconsin Statutes) unless WHEDA
chooses to limit the obligation. The State is expressly not liable on WHEDA debts. Repayment
may be secured by capital reserve funds, which may be created for each bond issue in an amount
which is appropriate for the type of projects being funded. Invasion of this reserve triggers a
moral obligation pledge on the part of the State and prevents further WHEDA borrowing until the
invasion is restored. As of October 31, 1996 there were $429 million of moral obligation debt
outstanding. In the event a capital reserve fund is not established for a particular bond issue, the
moral obligation pledge would not be applicable. WHEDA has debt authority for several specific
programs. For its general programs, there are $625 million of borrowing authority, of which $68
million were available on October 31, 1996. WHEDA has $100 million of borrowing authority for
its housing rehabilitation programs, of which $84 million were available on October 31, 1996.
WHEDA also has a single-family home ownership mortgage loan program. To October 31, 1996 it
has issued $3.1 billion in such bonds. WHEDA has $99 million of aggregate borrowing authority
for residential facilities for the elderly and chronically disabled. To October 31, 1996 it has sold
three bond issues totaling $5 million for this program. WHEDA has $200 million of borrowing
authority for economic development loans. To October 31, 1996 it has sold 102 series of bonds
for economic development totaling $63 million, which are not general obligations of WHEDA, and
56 series of bonds, totaling $92 million, which are general obligations of WHEDA.
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In the one-year period ending October 31, 1996, WHEDA sold four single-family issues totaling
$150 million.

WHEDA is directed by a twelve-member board: the Secretary of the Wisconsin Department of
Administration, the Secretary of the Wisconsin Department of Development, two representatives
to the Wisconsin Assembly and two state senators who are appointed in the same manner as the
members of standing committees in their respective houses and equally represent the two major
political parties, and six public members serving staggered terms, nominated by the Governor
and confirmed by the Senate. Financial reports can be obtained from the Wisconsin Housing and
Economic Development Authority, P.O. Box 1728, Madison, WI 53701. The phone number is
(608) 266-7884.

Wisconsin Health and Educational Facilities Authority

WHEFA provides revenue bond financing for hospitals, nursing homes and other health-related
and educational facilities. It may finance any qualifying capital project and may refinance any
qualifying outstanding indebtedness. In 1987 legislation expanded WHEFA’s power to include
revenue bond financing for private colleges and universities and changed the authority’s name to
its present one. As of November 1, 1996 WHEFA had outstanding 200 issues totaling
approximately $3.1 billion. All bonds are limited obligations of WHEFA, payable only from
revenues specified in the documents pertaining to each bond financing and are not State debt.
There is no capital reserve fund or moral obligation feature. An annual program and financial
report to the Legislature and the Governor is required. The State Auditor is empowered to
investigate WHEFA’s financial affairs and prescribe methods of accounting. The governance of
WHEFA is by a seven-member, staggered-term board nominated by the Governor and confirmed
by the Senate. The Governor annually appoints the chairperson. Financial reports may be
obtained from Wisconsin Health and Educational Facilities Authority, 18000 West Sarah Lane,
Suite 140, Brookfield, W1 53045-5843. The phone number is (414) 792-0466.

Local Districts

Through legisiation enacted in 1994, the Legislature has authorized the creation of local
exposition districts. A district may be created by one or more units of local government. A
district is authorized to issue bonds for costs related to an exposition center, and if the Secretary
of Administration determines that certain conditions are met, the State may have a moral
obligation to appropriate moneys to make up deficiencies in the district’s reserve funds that
secure up to $200 million principal amount of bonds in the event that project revenues and tax
revenues received by the district are inadequate to pay debt service on the bonds. To date, one
such district has been created, and it has issued $120.5 million of bonds that are subject to the
moral obligation.

Through legislation enacted in 1995, local professional baseball park districts are created. A
district’s territory consists of each county with a population of not less than 500,000 and all
contiguous counties. A district is authorized to issue bonds for costs related to a baseball park,
and if the Secretary of Administration determines that certain conditions are met, the State may
have a moral obligation to appropriate moneys to make up deficiencies in the district’s reserve
funds that secure up to $160 million principal amount of bonds in the event the project revenues
and tax revenues received by the district are inadequate to pay debt service. At this date only one
district exists, and it has issued $146.7 million of bonds that are not subject to the moral
obligation.
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Employe Pension Funds

The State’s pension obligations are defined by formulas that establish monthly retirement
benefits as a function of annual compensation and years of service. The State’s current
contributions 1o meet these pension obligations are established first by a yearly actuarial
determination of the value of the retirement benefits that have accrued to State employes and will
have to be paid out in the future. After deducting the fixed contributions of employes, the State
then contributes an amount sufficient to meet the remaining value of the obligations. The
actuarial method used to determine the size of the contributions is known as “Frozen Initial
Liability” for prior service liability and “Entry Age Normal” for current contributions. Actuarial
assumptions that have been adopted in application of this method are shown in Tables II-18, II-19
and I1-20.

The Wisconsin Department of Employe Trust Funds administers the pension programs of both
the State and local governments, and the State of Wisconsin Investment Board is responsible for
investment of all the funds. Although the State provides pension and investment management
staff for its own and local government employes, the State has no financial obligation for
payment of any local government contribution.

A description of the Wisconsin Retirement System and an identification of the State’s obligation
follows. This is supplemented with additional statistical material in Tables II-11 through H-20.

The Wiscongin Retirement System covers all full-time employes of the State. The total retirement
contribution consists of a member (employe) contribution and an employer contribution. Member
contributions are presently set at 5% of salary for general employes including teachers; 4.8% for
elected officials, judges and certain other positions in State government; 5.8% for protective
occupation participants who are also covered by Social Security and 6.2% for protective
occupation participants not covered by Social Security. Employer pick-up of some or all of the
member’s required contribution is permitted by statute. Currently the entire member contribution
of 5% of each State employe’s salary is assumed by the State. An additional 1.4% nonrefundable
contribution is required from general employes, including teachers.

The employer contribution is actuarially determined each year by an independent actuarial firm.,
For calendar year 1997 employer rates have been established at 8.9% for protective participants
with Social Security, 13.6% for protective participants without Social Security, 10.2% for elected
officials and judges and 5.0% for general employes. In addition, the State is charged an average
of 0.5% of its protective payroll, 1.0% of its elected payroll and 1.3% of its general payroll to
liquidate its portion of the fund’s accrued liability by June 30, 2029. The State is also charged
1.6% of its protective payroll for special duty disability coverage.

Monthly benefits upon retirement at normal retirement age (65 for general employes, 62 for
elected officials and certain other state positions, and 55 for protective occupation participants)
are computed on a formula basis (the formula varies by particular class of participation). Sorne
inactive members and a small number of currently active employes may have benefits computed
on some other basis when they apply for benefits.

Contributions info the Wisconsin Retirement System are invested by the State of Wisconsin
Investment Board as provided by law, and are maintained in two separate funds: the Fixed
Retirement Investment Trust and the Variable Retirement Investment Trust. Investments are
recorded pursuant to statutes as follows:

(a) The assets of the Fixed Retirement Trust are carried by a hybrid method providing
for the amortization of capital gains and losses as well as deferred items over a
five-year period.
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(b) The Variable Retirement Investment Trust assets are recorded at market value with
all market adjustments included in current operations.

Except for certain protective occupation employes and a few other minor exceptions, employes
under the Wisconsin Retirement System are also covered by Social Security.

Table II-11 provides comparative actuarial balance sheets for the most recent reporting periods.
As an employer, the State’s share of the unfunded accrued liability of the Wisconsin Retirement
System stood at $607 million as of December 31, 1995.

Table II-11

WISCONSIN RETIREMENT SYSTEM
ACTUARIAL STATEMENT OF ASSETS AND LIABILITIES
DECEMBER 31, 1995 UNAUDITED
{Amounts in Millions)

Increase
12/31/98 12/31/94 (Decrease)
Assets and Employer Obligations:
Net Assets
Cash, Investments & Receivables
Less: Payables & Suspense ltems
Fixed Division ... mnrreceiecceerr e $25,820.7 $23,266.9 $2,553.8
Variable Division......... 4.426.2 3.617.7 BOB.5
TOtals oo cecnreenn _ 30,246.9 26.884.6 3.362.3
Obligations of Emplovers '
Unfunded Accrued Liability .....ccorvvevvrnininnn. 2,055.7 2,.006.9 48.8
TOTAL ASSETS oiivieniisseee v s snssissse v $32,302.6 £28,891.5 334111
Reserves and Surplus:
Reserves
Actuarial Present Value of Projected
Benefits Payable to Terminated Vested
Participants and Active Members:
Member Normal Contributions ........ccoeceenn. % 8,867.0 $ 8,0548 $ 8122
Member Additional Contributions ............... 155.5 142.8 12.7
Employer Contributions .........cc......cveeevvvnennn, 11,073.3 9.989.0 1.084.5
Total Contribuions.............oceeeerimvrcvsvennn.. $20,096.0 $18,186.6 51,9094
Actuarial Present Value of Projected
Benefits Payable to Current Retirees
and Beneficiaries:
Fixed AADUILIES ...t e e 59,8041 3 9,029.6 $ 7745
Variable Annuities ....cocvrrsvvrccenviev e 1,556.0 1.487.0 69.0
TOTAL ANNUITIES ..o eeeeeeeeas i 11.360.1 10.516.6 843.5
Special Death Benefit Reserve.........oovve e 0.7 0.7 0.0
TOTAL RESERVES ..o $31.456.8 $28.703.9 $2,752.9
Surplus
Fixed Annuity Reserve Surplus.....cccevrvevvecnn. s B 5476 % 2566 $ 2910
Variable Annuity Reserve Surplus ..................... 298.2 {69.0) 3672
TOTAL SURPLUS ...cconiiitmmriisivsaernc, 845.8 187.6 3658.2
TOTAIL RESERVE AND SURPLUS ....cccvviennnn. $32.3026 __$28.891.5 $3.411.1

The accompanying notes are an integral part of this statement.
Source: Wisconsin Department of Employe Trust Fuads.
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Notes to Wisconsin Retirement System

All eligible State of Wisconsin employes participate
in the Wisconsin Retirement system (*System”), a
cost-sharing multiple-employer public employe
retirement system (PERS). The payroll for
empioyes covered by the system for the year ended
December 31, 1995 was $2,168,868,260.

All permanent employes expected to work over 600
hours a year are eligible to participate in the
System. Covered employes are required by statute
to coniribute 5.0% of their salary (4.7% for
Executive and Elected Officials, 5.8% for
Protective Occupations with Social Security, and
6.2% for Protective Occupations without Social
Security), to the plan. Participants are also required
to make a non-refundable Benefit Adjustment
Contribution to the plan. Employers may make
these coniributions to the plan on behalf of the
employes. Employers are required to contribute the
remaining amounts necessary to pay the projected
cost of future benefits. The total required
contribution for the year ended December 31, 1995
was $277,180,712 which consisted of $166,776,640
or 7.7% of payroll from the employer and
$110,404,072 or 5.1% of payroll from employes.

Employes who retire at or after age 65 (55 for
protective occupation employes) are entitled to
receive a retirement benefitt The benefit is
calculated as 1.6% (2.0% for Executives, Elecied
Officials, and Protective Occupations with social
security and 2.5% for protective occupations
without soctal security) of final average earnings for
each year of creditable service. Final Average
Earnings is the average of the employe’s three
highest years’ earnings. Employes may retire at age
535 (50 for protective occupation employes) and
receive reduced benefits. Employes terminating
covered employment before beceming eligible for a
retiremnent benefit may withdraw their contributions
and forfeit all rights to any subsequent benefit.
Benefits are fully vested upon entry into the System
for participants first employed January 1, 1990 or
earlier. Creditable service in each of five years is
required for vesting for those participants first
employed after January 1, 1990.

The System also provides death and disability
benefits for employes. Eligibility for and the
amount of all benefits are determined under Chapter
40 of the State Statutes.
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The System utilizes the “Entry Age Normal with
Frozen Initial Liability” actuarial methed in
establishing employer contribution rates. Under this
method, the Unfunded Accrued Actuarial Liability
is affected only by the monthly amortization
payments, compound interest, the added liability
created by new employer units, and any added
liabilities caused by changes in benefit provisions.
All actuarial gains or losses arising from the
difference between actual and assumed experience
are reflected in the determination of the normal
cost. The unfunded accrued actuarial liability is
being amortized over a 40 year period beginning
January 1, 1990. The unfunded liability for the
State of Wisconsin as of December 31, 1995 was
$607,046,525 or 29.5% of the total system
unfunded liability of $2.06 billion.

The “pension benefit obligation” is a standardized
disclosure measure of the present value of pension
benefits, adjusted for the effects of projected salary
increases, estimated to be payable in the future as a
result of employe service to date. The measure,
which is the actuarial present value of credited
projected benefits, is intended to help users assess
the System’s funding status on a going-concern
basis, assess progress made in accumulating
sufficient assets to pay benefits when due, and make
comparisons among PERS and employers. The
System does not make separate measurements of
assets and pension benefit obligation for individual
employers. The pension benefit obligation as of
December 31, 1995 for the System as a whole,
determined through an  actwarial  valoation
performed as of that date, was $28.50 billion. The
System’s net assets (at actuarial vaiue) available for
benefits on that date were $29.40 billion, leaving
assets in excess of pension benefit obligation of
$900 million. The State of Wisconsin 1995
contribution  represented  28.7% of total
contributions required of all participating entities.

Ten-year historical trend information showing the
System’s progress in accumulating sufficient assets
to pay benefits when due is presented in the
System’s June 30, 1995 Comprehensive Annual
Financial Report.

The preceding provides a comparative actuarial
balance sheet for the most recent reporting periods.
The December 31, 1995 data is unaudited.
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Table I1-12

WISCONSIN RETIREMENT SYSTEM
FUNDING RATIO
{Ameunts in Thousands)

A B C D
Unfunded Reserve Funding
Net Real Actuarial Requirement Ratio
Year Assets Liability (A+B) {A+C)
1986 ..coovvvmniarennns er s $11,648,957 $1,285,081 $12,934,038 90.1%
| 223 13,026,395 1,398,264 14,424,659 90.3
1988 ..o 14,684,125 1,440,350 16,124,475 51.1
1989 i 17,471,693 2,014,262 19,485,955 89.7
1980 oiiiorierescosts v 18,440,674 1,980,240 20,420,914 90.3
10T e e 20,849,375 2,041,706 22,891,081 916
1992 i 22,967,100 1,984,865 24,951,965 92.1
|31 T 25,437,200 2,042,926 27,480,126 92.6
1994 v 26,884,600 2,006,900 28,891,500 931
1995 e 30,059,826 2,055,718 32,115,544 93.6

Source: Wisconsin Department of Employe Trust Funds.

Table H-13
WISCONSIN RETIREMENT SYSTEM
COVERED EMPLOYEES

1986 to 1995

Year Active Active
State Local Retired

198G ...ecrirervn e e evvaenn 52,942 139,416 66,497
1987 54,799 141,483 67,688
1988 55,663 143,791 70,017
1989 56,807 147,663 73,232
1990 v 59,827 153,515 77,666
1991 1t e e 60,963 158,723 79,465
1992 62,422 163,340 81,508
1993 63,118 166,242 83,836
351 U 64,178 169,488 86,214
LODS et 63,977 172,297 88,998

Source: Wisconsin Department of Employe Trust Funds.

PART II-37 GENERAL INFORMATION



Table 11-14

WISCONSIN RETIREMENT SYSTEM
REQUIRED CONTRIBUTIONS BY SOURCE®
{Amounts in Thousands)

State Local Total
Year Employe Employer Emplove Emplover Emplove Employer
1986 .o ccercricnnnnns 311,445 8175479 $5,054 $415,714 $16,499  $591,193
1987 orrmimnnr crrmrns 9,045 184,844 3,155 419,073 12,200 603,917
1988 ...ocmanmnanssans 1,809 180,595 2,673 445,760 4,482 626,355
5571 1,225 174,942 2,631 428,092 3,865 603,034
1990 ... esoeninansanns 1,710 208,531 3,020 499,937 4,730 708,468
J5515 0 RO 3,550 221,537 5,128 535,689 8,678 757,226
1992 ..cvnmancnrannansrons 5,536 235,759 6,797 584,521 12,333 820,280
1993 recirinnnenns 5,789 246,913 5,223 628,321 11,012 875,234
1994 . rneivciinnin 5,921 258,278 5,218 656,714 11,139 914,992
1995 .. ocrenrnnnneannes 6,410 270,770 4,816 683,840 11,226 954,610

®  Employer contributions include employer pick-up of employe contributions.

Source: Wisconsin Department of Employe Trust Funds.

Table I1-15

WISCONSIN RETIREMENT SYSTEM
STATE EMPLOYER CONTRIBUTION RATES®

Emplove Classification Current Service Prior Service Totai

Protective.....ceeenenncne §.9% 0.9% 9.8%
Elected......... acconeecasan 10.2% 1.0% 11.2%
General ......c.occ.ocnrmieinn 5.0% 1.3% 6.3%

®  Effective January 1, 1997

Source: Wisconsin Department of Employe Trust Funds.
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Table II-16

WISCONSIN RETIREMENT SYSTEM
REVENUES BY TYPE
(Amounts in Thousands)

Contributions
Required Required Additional Investment
Year Employe Employer™  Employe Income  Supplemental  Misc. Total

1986 $225,242 $382,450 £3,308  §1,246,585 512,619 $ 0 51,870,204
1987 238,552 377,565 3,765 1,003,925 5,654 0 1,629,461
1988 254,035 378,985 5,138 1,549,692 (2,967) 569 2,185,452
1989 269,342 394,334 4,343 3,320,496 693 161 3,989,369
1990 287,389 425,809 4,420 981,390 640 0 1,699,648
1991 307,748 464,834 3,847 2,429,198 595 94 3,206,316
1992 326,801 502,812 4,687 2,080,630 540 0 2918470
1993 349,914 536,331 5,516 2,608,084 486 0 3,500,941
1994 364,864 561,265 6,060 1,654,301 444 0 2,586,934
1995 380,933 584,842 8,977 5,903,712 407 113 6,875,044

®  Employer contributions include amounts required to reduce unfunded accrued liability over a 40-year
amortization period beginning in 1990.

Source: Wisconsin Department of Employe Trust Funds.

Table I1-17

WISCONSIN RETIREMENT SYSTEM
BENEFIT EXPENDITURES BY TYPE®
(Amounts in Thousands)

Year Separations Death  Aunnuities Supplemental™  Misc. Total

1986 ..o $32,004 8 8,211  § 348,057 312619 § 0 5 400,851
1987 ..o 27,643 9,965 409,800 5,654 0 453,062
1988 . 33,983 10,728 481,543 (2,697) 570 523,857
1989 i 28,038 3,388 546,756 693 146 584,021
1990 o 32,728 9,816 677,896 640 0 721,080
1991 .. 27,536 9,512 751,554 395 0 789,197
1992 .. 26,04} 10,155 829,546 540 0 866,282
1993 i 20,462 8,078 915,300 496 31,362 975,698
1994 ..o 23,966 11,339 993,771 444 31,362 1,060,882
1995 v 30,180 10,812 1,080,227 467 25,593 1,147,219

®  Amounts include payments from emplaye additional contributions.

®  Supplemental benefits were granted to certain employes by the Legislature in 1974, These benefits
are paid out of the State General Fund.

Source: Wisconsin Department of Employe Trust Funds.

ACTUARIAL ASSUMPTIONS

The following set forth the actuarial assumptions which will be applied in the determination of
contributions levels required for the funding of the retirement system effective January 1, 1996.
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Table 11-18

WISCONSIN RETIREMENT SYSTEM
SEPARATION BEFORE AGE AND SERVICE RETIREMENT

Select and Ultimate Withdrawal

%% of Active Participants Terminating

Protective Public Schools University Others
Ape & With Without Execcutive
Service Soc. See.  Soe, Sec. Males Females Males Females &Elected Males Females
0 7.0% 5.0% 14.0% 14.0% 18.0% 20.0% N/A 14.0% 16.0
1 55 20 1.0 12.0 17.5 200 N/A 10.0 12.0
2 4.0 20 5.0 90 15.0 18.0 N/A 7.0 9.0
3 4.0 1.7 80 8.0 150 155 N/A 6.0 7.5
4 35 1.7 6.0 7.0 12.5 13.0 N/A 5.0 7.0
S&over
25 312 16 5.4 6.9 12.3 129 10.6% 48 6.9
30 25 14 38 5.3 11.3 117 9.7 3% 58
35 18 11 2.2 31 8.1 81 79 29 4.1
40 1.5 10 1.5 1.9 5.0 56 6.1 2.1 32
45 1.4 09 1.2 15 31 44 4.8 1.6 2.7
50 0.0 0.0 1.1 15 1.8 32 3.5 1.3 2.5
55 0.0 0.0 11 13 1.6 2.8 30 i1 i5
60 0.0 0.0 1.1 1.0 1.3 28 LR 1.1 0.5
Disability Rates
% of Active Participants Becoming Disabled
Protective Public Schools University Others
With Without
Age Soc. See.  Soc, Sec, Males Females Males Females Males Females
20 v 0.04% 0.07% 0.02% 0.02% 0.02% 0.03% 0.04% 0.03%
25 ceene 0,05 0.07 0.02 0.02 0.02 6.03 0.04 0.03
0. .. 006 0.08 0.03 0.02 0.02 0.03 0.05 0.04
35 e . D08 0.09 6.03 0.03 0.03 0.07 0.06 0.05
A0 e 011 0.12 0.04 0.04 0.04 0.11 010 0.09
45 . 017 0.18 007 0.07 0.06 014 017 0.14
50 0.56 0.53 0.17 0.13 0.11 0.20 0.33 0.24
85 . 084 0.82 0.33 0.26 022 0.39 0.67 0.43
600 093 0.54 0.52 0.46 040 (.55 111 0.71

Source: Wisconsin Department of Employe Trust Funds.
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Table 11-19
WISCONSIN RETIREMENT SYSTEM
RETIREMENT PATTERNS

Rates of Retirement for Those Eligible to Retire
(Normal Retirement Pattern)

% Retiring Next Year
General Public Schools University Protective
With Withoeut Executive
Ape Males Females  Males Females Males Females Soc. Sec. Soc. See. & Elected
50 6% 5.5%
51 6 5.5
52 6 55
53 31 33
54 30 32
35 30 30
56 30 30
57 9% 12% 14% 19% 16% 12% 30 30 8%
58 14 12 15 19 16 i2 30 30 3
59 16 12 17 23 13 i2 30 30 10
60 16 12 i9 23 i5 12 30 36 11
6l 19 12 5 16 10 12 30 30 i3
62 34 25 41 30 25 30 50 50 20
63 34 25 4] 20 25 20 30 30 20
64 34 25 4] 20 13 20 30 30 20
65 58 53 60 52 40 39 50 50 37
66 32 47 50 45 40 39 50 50 37
67 40 37 42 37 35 37 50 50 32
68 40 37 43 37 35 37 50 50 32
69 46 45 51 40 35 37 50 50 38
70 48 46 59 40 50 50 150 100 46
s 48 46 59 40 50 50 100 100 46
72 100 100 100 100 100 100 100 100 100

Source:  Wisconsin Department of Employe Trust Funds,
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Table I1-20

WISCONSIN RETIREMENT SYSTEM
OTHER ASSUMPTIONS

Mortality Rates

Active & Retired Life Mortality Rates

Sample Future Life
Attained Expectancy (years)
Ages Males Females

40 38.7 45.1

45 34.0 40.3

50 29.4 35.4

55 25.0 30.7

60 209 26.1

65 16.9 21.6

70 13.4 17.3

75 10.4 13.4

80 7.8 10.1

85 58 7.3

Salary Scale
% Increases in Salaries Next Year
Merit Total
Executive Base Executive

Ape Other Teachers  Protective & Elected (Economy)  Other Tenchers Protective & Elected
20 8 0% 6.0% 7.3% 53% 12.6% 13.6% 11.3% 12.6%
25 4.2 43 50 4.2 5.3 9.5 9.6 10.3 9.5
30 20 3.1 24 2.0 53 73 84 7.7 7.3
35 14 27 1.3 1.4 53 6.7 8.0 6.6 6.7
40 10 21 08 1.0 53 63 7.4 6.1 63
45 04 1.6 0.7 0.4 53 57 69 6.0 5.7
50 0.3 1.0 04 0.3 53 5.6 63 57 5.6
55 0.3 0.7 0.2 0.3 53 56 6.0 55 56
60 63 04 - 0.3 53 56 57 53 56
65 - - - - 53 5.3 53 5.3 53

Future Annual Investment Return

The future annual invested return is assumed to be 8.0%.
For benefit calculation purposes an assumed benefit rate of 5% is used.

Source: Wisconsin Department of Employe Trust Funds,
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STATE OF WISCONSIN INVESTMENT BOARD

The State of Wisconsin Investment Board (“SWIB”) invests the assets of the State Investment
Fund, the Wisconsin Retirement System, and several smaller trust funds established by the State.
Overall policy direction for SWIB is established by an independent, eight-member Board of
Trustees (the “Trustees”). The Trustees establish long-term investment polices, set guidelines for
each investment portfolio, and monitor investment performance.

The State Investment Fund consists of cash balances of the General Fund, State agencies and
departments and Wisconsin Retirement System reserves. These participants are required to keep
their cash balances in the State Investment Fund. In addition, the State Investment Fund also
includes investment deposits from elective participants consisting of over 1,000 municipalities
and other public entities which are accounted for in a subset of the State Investment Fund called
the Local Government Investment Pool (the “LGIP”). The LGIP portion of the State Investment
Fund is additionally secured as to credit risk.

The objectives of the State Investment Fund ate to provide (in order of priority) safety of
principal, liquidity, and a reasonable rate of return. This fund includes the cash balances from
retirement trust funds while they are pending longer-term investment by other investment
divisions. This fund also acts as the State's cash management fund and provides the State's
General Fund with liquidity for operating expenses. The State Investment Fund is strategically
managed as a mutual fund with a longer average life than a money market fund. This strategy is
made possible by the mandatory investment of State funds for which the cash flow requirements
can be determined significantly in advance. Because of the role played by the State Investment
Fund, the cash balances available for investment vary daily as cash is accumulated or withdrawn
from various funds.

With regard to investments of the State Investment Fund, State law establishes parameters and
the Trustees establish and monitor policies covering (i) types of assets and the amount that can be
acquired, (ii) delegation of powers to purchase and sell and specific guidelines for various types
of investments, (iii) emergency powers in the event the Trustees cannot meet, and (iv) guidelines
pertaining to use of derivatives, financial futures, and related options. The policies seek to
achieve safety of principal and liquidity by attention to quality standards, maturity, and
marketability. The policies seek to enhance return through portfolio management which
considers probable changes in interest rates.

SWIB’s executive director is appointed by the Trustees. The executive director is responsible for
oversight of staff activities and developing and recommending policies for adoption by the
Trustees. The investment directors, portfolio managers, and analysts are all responsible for daily
investment decisions in their markets. SWIB has a staff of approximately 80 positions.

Of the nine members of the Trustees, one is the Secretary of Administration. Two members are
participants in the Wisconsin Retirement System. One of these is a teacher who is appointed by
the Teacher Retirement Board. The other represents other participants and is appointed by the
Wisconsin Retirement Board. Six members, called public members, are appointed by the
Governor. Of these public members, five are required to have at least ten years of investment
experience and one is further required to be a non-elected government official from a smaller
local government participant. All appointed members serve six-year terms. The Trustees
regularly meet on a monthly basis.

Table 1I-21 presents unaudited statistical information for the State Investment Fund. A copy of
SWIB’s annual report may be obtained by submitting a written request to the State of Wisconsin
Investment Board, P.O. Box 7842, Madison, W1 53707-7842,
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Table II-21

STATE INVESTMENT FUND
AS OF OCTOBER 31, 1996 (UNAUDITED)
Estimated Portfolio Valuation Report

Percentage
Estimated Estimated of Portfolio
Book Value Market Value at Market
Fixed Income Investments
Corporate Bonds ....c.coercerncrconsncenn 3 154,105,605 § 753,907,585 13.30%
Government Bonds .. e 450,456,386 457,163,820 8.06
Other Bonds .o.vcesmssenensnnmnssnennee o 89,984,168 90,059,909 1.59
Short Term Investments
Commercial Paper........... 1,172,322,465 1,172,712,465 20.68
Certificates of Deposit . 263,737,889 263,017,455 4.04
Repurchase Agreements......o.cecnee 1,936,446,000 1,936,446,000 34.15
.S, AgENCIes...coorvrarreinccimnaincansoesons 1,034,461,070 1,034,771,852 18.25
Restructured Investments
Structured NOtes. ... vcvrosiansscsunnns 35,000,000 28,306,250 0.50
Interest Rate Swaps...covomcmmmcsens (79,266,659) {1.40)
Accrued Income ... .. 13.271.655 13.271.655 0.23
£5.749.785.238 $5,670,390.,332 100.00
Average Maturity for the Last Six Months
Reporting Average Reporting Average
Date Maturity (Davs) Date Maturity (Davs)
10/31/1996 44 7/31/1596 44
9/30/1996 45 6/30/1996 38
8/31/1996 46 5/31/1996 33
Summary of Investment Fund Participants
Par Amount Percent of
(Amounts in Thousands) Portielic
Mandatory Participants
State of Wisconsin:
General Fund ... ceoncrsmon sonraniansacians $ 1,347,976 24.2%
Transportation Fund........ 77,386 1.4
Natural Resources Fund ....ocoocconmmnrrcnreences 49,125 0.9
Bond Security and Redemption Fund.......... 99,166 1.8
Lottery FUNQ. ... ocisorurismronsssintsssocsssmancs 63,123 1.1
Patients Compensation .......camcescansearenrcaes 17,435 0.3
Veterans Mortgage Loan Repayment......... 88,497 1.6
Capital Improvement Fund..........cocerenn, 119,519 2.2
OMREES ove e ernerseimrrrmesnenre bbb s st ot mosnnnenesure o 430,167 7.8
State of Wisconsin Retirement System:
Fixed Retirement Investment Trust............. 242,494 4.4
Variable Retirement Investment Trust ........ 19,681 04
Combined Stock Fund.......ccoeecracvcrnminnsnm s 953,640 17.3
Elective Participants
Local Government Investment Pool ............ 2,012 878 36.5
£ 35.521.087 100.0

NOTE: The difference between the total of participants share {$5,521,087,0600) and the book value
(55,749,785,238) is the result of check float (checks written and posted at the Deparment of
Administration that have not cleared the bank) and a timing delay in posting bank receipts at the

department which have already been invested by swis.
Source: State of Wisconsin Investment Board
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STATISTICAL INFORMATION

The following tables include population, income and employment information pertaining to the
State’s economic condition.

Table 11-22
STATE ASSESSMENT
(EQUALIZED VALUE)
OF TAXABLE PROPERTY
1987 TO 1996
Value of Rate of
Taxabie Increase
Calendar Year Property {Decrease)
1987 .o $121,883,655,590 e
1988 i 126,587,557,530 39
1989 ...ceievinices 133,206,184,580 52
1990...covccvvvrmrevnen.. 141,370,307,160 6.1
1991 150,927,756,160 6.8
1992 i 159,927,756,190 57
1993 ... 171,677,163,530 7.6
1994 ... 184,994,866,100 7.8
1995 ..., 201,538,109,000 3.9
1996 ... 216,943,757,600 7.6

Source: Wisconsin Department of Administration.

Table I1-23

DELINQUENCY RATE: _
INCOME, FRANCHISE, GIFT, SALES AND USE TAXE
1991-92 TO 1995-96"

Delinquent Balance as a

Total Revenues Expected Delinguent Balance Percent of Total
Fiscal Year {Amounts in Thousands}  (Amounts in Thousands) Revenues Expected
1991-92 ... $5,756,537 $344,128 5.98%
1992-93 ... 6,269,304 414,355 6.61
1993-94 ... 6,624,041 429,460 6.48
1994-95 ........ 7,139,198 460,108 6.44
1995-96 .......... 7,535,003 497,220 6.60

® The gift tax was eliminated effective January 1, 1992.

Source: Wisconsin Départment of Revenue.
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Table 1F-24

POPULATION TREND"
Wisconsin Total % Change Population Per Sq. Mile

{Amounts in Thousands) Rank Wisconsin u.s, Wisconsin u.s.
1910 .o 2,334 13 12.8 21.0 42.2 26.0
1920 ..iriisinimnienne 2,632 13 12.8 150 47.6 29.9
1930 iiirciesinnns 2,939 13 11.7 16.2 53.7 347
1940 ..o 3,138 13 6.8 1.3 57.3 372
1950 .. nircnnnanes 3,435 14 9.5 14.5 62.8 42.6
1960 ...oiccvncnincns 3,952 15 15.1 18.5 72.6 50.6
1970 v 4418 16 11.8 13.3 81.1 57.5
1980 ...covnrsinaneon- 4,706 16 6.5 11.4 86.5 64.0
1981 .ooonenncnranans 4,725 16 0.4 1.3 86.9 64.9
1982 .o 4,727 16 0.1 1.0 86.9 65.5
1983 . iinenns 4,720 16 -0.1 1.0 86.8 66.2
1984 .ooricvonnonns 4,734 16 0.3 0.9 §7.1 66.8
1985 v 4,746 17 0.3 1.0 87.3 67.5
1986 ..oovecinicine 4,754 17 0.2 1.0 87.5 68.1
1987 oo 4,776 17 0.5 1.0 87.9 68.8
J 1.1 ST 4,823 17 1.0 1.0 88.8 69.4
1989 .cocvvirnirennsnna 4,857 17 0.7 1.0 394 70.1
1990 .cernriennsns 4,892 16 0.5 0.8 90.1 70.3
1991 ..iensnnens 4,949 17 1.1 14 91.1 71.3
1992 ..coianiannonannan 4,997 18 1.0 1.1 92.0 72.1
1993 i 5,044 18 0.9 1.1 92.9 729
1994 i 5,083 18 0.8 1.0 93.6 73.6
1995 orsmncnninacns 5,123 18 0.8 0.9 843 74.3

™ 1981-1989 and 1991-1995 are July 1st estimates, U.S. Bureau of the Census

Source: Decennial census and land area statistics—1998 Census of Population and Housing, U.S.
Bureau of the Census.
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Table {1-25
POPULATION CHARACTERISTICS

(April 1990)
Wisconsin us.
% Urban ...e..ccovvvviiivvevereen. 65.7 752
% Rural/nonfarm................... 30.3 232
% Rural/farm ......eeecvvvvvnnnn, 4.0 1.6
% Foreign-born .....,...ccccrmn.... 2.5 7.9
Dependency Ratio (@) ............ 1.52 1.62
Years of School Completed
(as % of population age 25 and over)
Wisconsin U.s.
Grade School - 8 years............ 90.5 89.6
High School - 4 years.............. 78.6 75.2
Bachelor’s Degree................ 17.7 20.3

@ Population age 18-64 years of age divided by population less
than 18 years of age and population 65 years of age and older.

Source: General Population Characteristics and General
Social and Economic Characteristics, 1990 Census
of Population and Housing, U.S. Bureau of the

Census.
Table IE-26
POPULATION BY AGE GROUP
July 1, 1995
Wisconsin u.s.
Under5..oeeeeveinnenn, 6.7% 7.5%
L 1 A 19.7 18.7
18-44 oo 40.5 41.2
A504 oooriireesriiinn 19.7 19.9
L I 13.4 12.7
Total....covevvneene.. 100.0 100.

Source: U.S. Bureau of the Census; World Wide Web Site.
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Table I1-27

ESTIMATED PERSONAL INCOME

Wisconsin Total

Year {Amgunts in Millions}
1986 .veeireinrcnrerscnnans $ 66,898
1987 .vicnrenseinenararans 70,242
1988 1eeoeeeeeernmreeecnen 74,260
1989 .covrcemrennansrnnnsnans 79,831
1990 ....coimmienrrasensnnanan 85,288
1212 L 88,895
T 7 95,423
1993 ...cioiinrenmnensinansans 99,996
1994 ...comnrnecnnerinnnne 106,142
1995 oceivinrnsrcnars 111,879

Per Capita
Wisconsin

$14,072
14,707
15,397
16,436
17,434
17,962
19,096
19,825
20,382
21,839

Per Capita
u.Ss.

$14,906
15,638
16,610
17,690
18.666
19,201
20,146
20,809
21,699
22.788

Percentage

Wis, to U.S.

94.4%
94.0
92.7
92.9
93.4
93.5
94.8
95.3
96.2
95.8

Source: Bureau of Economic Analysis, U.S. Department of Commerce, World Wide Web

Site.

Table 11-28

MEDIAN INCOME FOR FOUR-PERSON FAMILY

Year Wisconsin
1986, ecevreenescssvaraninisassens $33,739
1987 v cciircracscvinins 36,674
1988 nneanas 38,662
198O, oo nnscsnns o 40,557
1990 oo eeesre v 43,182
1991 .corernneamnnseas nansamsnss 42,746
1992 i ccrannin s 44,444
1093 e emnsacanas 46,363
121 SRR 48,982

Percentage

U.S. Wis. to U.S,
534,716 97.2%

36,812 99.6
39,051 9%.0
40,763 99.5
41,451 104.2
43,056 99.3
44,615 99.6
45,161 102.7
47,012 104.2

Source: Prepared by U.S, Bureau of the Census for Low Income
Home Energy Assistance Program of the U.S. Department of

Health and Human Services.
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Table 11-29
DISTRIBUTION OF EARNINGS BY PLACE OF WORK BY INDUSTRY

U.s,
Wisconsin Distribution Distribution
1992 1993 1994 1994
321 o1 SO 1.5% 0.9% 1.3% 1.3%
NODNFAIT .. se e cese st 985 991 98.7 98.7
Private NODFAITN .o eorcevevsnere s 84.1 84.7 847 82.7
Agricuitural Services, Forestry,

Fisheries, efC...ccc.covovmmree e cerevenesins e 0.5 0.6 0.6 0.7
MIDINE. ..o ce et e 0.1 0.1 0.1 0.9
COnSHUCHON «..cecerervece e e ia 5.6 5.7 5.8 53
Manufachiring ..o vvsurecrcinee v eaveceran 287 28.4 28.7 18.3
Transportation & Public Utilities .............. 58 58 6.0 6.7
1 2 e DT 15.6 15.6 15.5 15.8
Finance, Insurance & Real Estate................ 6.1 6.3 6.0 7.4
SEIVICES ..o sististimeserevvnvees e sromsees secsene e 216 221 220 27.6
GOVEITINANE ... .cvver s vrevsvrerssomsneseceesuerns 14.5 14.5 14.0 16.0
Total Earnings by Industry ............oe v 100.0 160.0 100.0 100.0

Total Earnings by Industry
{Amount in Millions).........c..ccecermnnn $67,697 $71,128 576,323 $4,084,922

Source: Bureau of Economic Analysis, U.S. Department of Commerce, June 1996, CD-ROM.

Table 11-30

ESTIMATED EMPLOYEES IN WISCONSIN ON
NONAGRICULTURAL PAYROLLS®

1995 ANNUAL AVERAGE
Wisconsin U.S.
{Amounts in (Amounts in
Thousands) % Thousands) %
MIDIDE .. .oovevire i caene 2.4 0.1 580 0.5
Contract Construction ........ceeevvovevericnnnnn. 100.2 319 5,158 44
Manufacturing ......... vt rasa e 600.9 23.5 18,468 15.8
Transportation & Public Utilities ............ 119.2 47 6,163 53
Wholesale Trade........oocovoeevee v, 126.7 5.0 6,412 55
Retail Trade....c.cooovevererrirene e, 460.6 18.0 24L,173 18.1
Finance, Insurance & Real Estate............ 136.1 53 6,830 5.8
Miscellaneous Services ......covvuvvvvevene 630.8 247 33,107 28.2
Government.......... rovv s ettt 378.1 14.8 19,311 16.5
TOtaL .ot reees s caes e 2,554.9 100.0 117,203 100.0

® Not seasonally adjusted.
Note: This table excludes Agriculture, Forestry and Fisheries employees. (In 1990, this group
accounted for 4.6% of all employed persons in Wisconsin and 2.7% in total U S.)

Source: Wisconsin Department of Workforce Development.
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Table 1131
GENERAL STATISTICS OF MANUFACTURING®

1994 1993

New Capital Expenditures (millions).... .........  § 3,3194 $ 27604
Number of Employees (Ihousands) .................... 576.2 551.2
Total Payroll (millions).... - 18,1008 $16,667.7
Number of Production

Workers (thousands) ... ..cco.cueresansomsenmmnr s 3956 375.0
Value Added by Manufacturer (mllllons) """""""""" $ 48,3248 $44,874.0
Value of Shipments (millions) .......occcovnmnrrrnrnee $101,905.1 $94,356.9

{(n}

1992

B 2,851.2
546.0
$16,087.3

3694
$41,704.9
$88,560.2

Data for 1987 and 1992 are from the census of manufacturers. Data for 1993 and 1994 are based on a

1987

32,0274
514.0
$12,763.4

349.9
$31,653.0
$69,595.8

representative sample of establishments canvassed annually and may differ from the results of a
complete canvass of all establishments.

Source: U.S. Bureau of the Census.

Table H-32

ESTIMATED PRODUCTION WORKERS
IN MANUFACTURING: HOURS AND EARNINGS

ANNUAL AVERAGE
Wisconsin United States
1980 1995 % Change 1980 1995 % Change
Weekly Earnings ...ooovvreriinns £323.10 $537.20 66.3 $288.62 §514.62 75.5
Weekly HOUIS .oooneevervannnannn 402 42.1 4.7 397 41.6 58
Hourly Eamnings ........cree.. $ 8.03 8 1276 58.9 $ 721 $1237 65.9
Number of All
Manufacturer Workers
{Amounts in thousands) ........ 558 601 7.7 20,285 18,468 (9.0)

Source: Wisconsin Department of Workforce Development.
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Table {1-33
TOTAL NEW HOUSING UNITS AUTHORIZED

IN PERMIT-ISSUING PLACES
% Change
Year Wisconsin Wisconsin U.S.
1986 21,824 8.3 : 2.1
1987 ..coicceirnn s 24,064 10.3 (13.3)
2.3 SN 24,122 0.2 (5.2)
32112 B 26,914 i1.6 {8.1)
1990............. v 27,282 1.4 {(17.0)
1991 ..o, . 25,122 (7.9) (14.6)
1992 .. ceesecore s 30,995 234 154
1993 e 32,114 36 9.5
1994 ... e 34,619 78 14.4
|22 = SO 32,403 (6.4) (2.8)

Source: U.S. Bureau of the Census, World Wide Web Site,
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Table 1I-34

UNEMPLOYMENT RATE COMPARISON®
BY MONTH 1991 to 1996
BY QUARTER 1987 to 1990

1996 1595 1994 1993 1992 1991
Wis, US. Wis. US. Wis. US. Wis. LS. Wis. US. Wis US.
January ...... 4.4 6.3 4.5 6.2 5.5 6.8 5.0 79 6.1 8.0 5.6 7.0
February... 4.7 6.0 4.6 5.9 59 7.1 5.1 7.7 6.3 8.1 6.6 7.2
March........ 4.4 5.8 4.5 5.7 5.6 7.3 5.5 7.3 58 7.7 69 7.1
April...coc... 39 5.4 4.0 5.6 5.0 62 52 68 49 7.1 6.0 6.5
MBaY . veverennn 35 5.4 36 5.5 4.5 59 4.8 67 49 72 53 6.9
June ...cane 3.7 5.5 3.8 5.8 5.0 62 52 7.1 5.3 7.8 55 6.7
July.ooninens 34 5.6 34 5.9 4.6 6.2 4.6 69 5.1 7.6 47 6.7
August....... 3.1 5.1 32 5.6 4.4 59 44 65 47 73 435 6.5
September. 2.7 5.0 3.1 54 4.1 56 4.0 64 5.1 7.2 4.8 6.4
October...... 2.6 4.9 3.2 52 4.0 54 4.0 63 45 68 4.8 6.4
November.. 2.7 5.0 34 53 4.1 53 4.2 6.1 3.9 7.0 4.9 6.6
December.. 32 52 41 51 42 60 43 70 50 68
Annual
Average ... 37 5.6 4.7 6.1 4.7 6.8 5.1 7.4 5.4 6.7
1990 Quarters Wis. u.s. 1988 Quarters Wis. U.S.
I 52 5.7 S 5.9 6.1
i1 4.3 5.2 I 4.0 5.4
11 38 5.5 31 SOOI 3.6 5.4
Annual Average ............... 4.4 5.5 Annual Average.......... 4.3 5.5
1989 Quarters Wis. u.s. 1987 Quarters Wis. U.S.
(U 5.1 5.6 U S OUT T 7.5 7.1
IT ecmnrnncoeseranrreemanscansasasnassons 4.5 5.2 I e nnanrcnns 6.2 6.2
HI s emeinnnsenecsornasnnnsssenen 39 52 I emorerenrnnonnne anarnannans 5.2 5.9
IV i rsccminnsnnnor e sassosraneass 4.1 5.1 IV immmmnn e bemmnneasanenae 5.5 5.6
Annual AVerage ......cocounns 4.4 5.3 Annual Average......... 6.1 6.2

@} Figures show the percentage of labor force that is unemployed and are not seasonally adjusted.

Source: Wisconsin Department of Workforce Development and U.S. Bureau of Labor Standards
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Appendix A
GENERAL PURPOSE FINANCIAL STATEMENTS

The following material is a reprint of the “General Purpose Financial Statements” section of the
audited Comprehensive Annual Financial Report (“CAFR”) for the fiscal year ended June 30,
1996. The entire CAFR is available from the State Controller’s Office, Department of
Administration, P.O. Box 7864, Madison, WI 53707-7864.
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General Purpose Financial Statements
For the Fiscal Year Ended June 30, 1996
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Mailing address:
Post Office Box 7844
Madison, WI 53707-7844

STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION
101 East Wilson Swreet, Madison, Wisconsin

Tommy G. Trompson
GovErnoR

Magk D. Bucier
Secrerary

Pecember 13, 1996

The Honorable Tommy G. Thompson
The Honorable Members of the Legislature
Citizens of the State of Wisconsin

We are pleased to submit the General Purpose Financial Statements of the State of Wisconsin for the
fiscal year ended June 30, 1996,

These General Purpose Financial Statements are part of the audited Comprehensive Annual Financial
Report. They provide a summary overview by fund type and account group, together with notes to the
financial statements. These statements, which present financial information in conformity with generally
accepted accounting principles, will benefit users requiring summary information about our State's
finances.

The General Purpose Financial Statements, as well as the Comprehensive Annual Financial Report, are
on file at the office of the State Controller. Additional copies are available upon request. A copy of the
Comprehensive Annual Financial Report is also available on the Department of Administration homepage
on the World Wide Web: http://www.doa.state.wi.us.

Sincerely,

S A wy Rftos
Mark D, Bugher William J. Raftery, CPA
Secretary State Controller
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State of Wisconsin \ LEGISLATIVE AUDIT BUREAU

DALE CATTANACH
STATE AUDITCR

SUSTE 402

131 WEST WILSON STREET
MADISON. WISCONSIN 53703
{608) 266-2816

FAX (608) 267-0410

INDEPENDENT AUDITOR’S REPORT
Honorable Members of the Legislature The Honorable Tommy G. Thompson, Governor

We have audited the accompanying general purpose financial statements of the State of Wisconsin
as of and for the year ended June 30, 1996, as listed in the table of contents. These general
purpose financial statements are the responsibility of the State of Wisconsin’s management. Our
responsibility is to express an opinion on these general purpose financial statements based on our
audit. We did not audit the financial statements of the Clean Water Fund and the Health
Insurance Risk Sharing Plan, which represent 31 percent of the assets and 5 percent of the
operating revenues of the enterprise funds, nor did we audit the financial statements of the
Wisconsin Department of Transportation Revenue Bond Program, which represent 82 percent of
the assets and 22 percent of the revenues and operating transfers of the debt service funds,

58 percent of the assets and 66 percent of the bond proceeds of the capital projects funds, and
22 percent of the liabilities of the general long-term debt account group. We did not audit the
financial statements of the University of Wisconsin Hospitals and Clinics, which represent

8 percent of the assets of the University of Wisconsin System and 11 percent of the revenues,
transfers, and other additions of the System’s current funds. In addition, we did not audit the
financial statements of the Wisconsin Housing and Economic Development Authority and the
Wisconsin Health Care Liability Insurance Plan, 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 opinion, insofar as it
relates to the amounts included for those entities, is based solely upon the reports of the other
auditors.

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the general purpose financial statements are free of material misstatement. The financial
statements of the Clean Water Fund, Health Insurance Risk Sharing Plan, Wisconsin Department
of Transportation Revenue Bond Program, University of Wisconsin Hospitals and Clinics, and
Wisconsin Health Care Liability Insurance Plan were not audited in accordance with Government
Auditing Standards. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the general purpose financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall general purpose financial statement presentation. We believe that our audit
and the reports of other auditors provide a reasonable basis for our opinion.

2
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In our opinion, based upon our audit and the reports of other auditors, the general purpose
financial statements referred to in the first paragraph present fairly, in all material respects, the
financial position of the State of Wisconsin as of June 30, 1996, and the results of its operations,
the cash flows of its proprietary fund types, nonexpendable trust funds, and discretely presented
component units, and the changes in fund balances of the University of Wisconsin System, for the
year then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we will issue reports dated

December 13, 1996, on our consideration of the State of Wisconsin’s internal control structure
and its compliance with laws and regulations. Those reports will be included in the State’s single
audit report.

LEGISLATIVE AUDIT BUREAU

December 13, 1996 by 7 éﬁlm

e Cattanach
State Auditor
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State of Wisconsin

Combined Balance Sheet - All Fund Types, Account Groups and
Discretely Presented Component Units

June 30, 1996
{In Thousands)
Proprietary
Governmental Fund Types Fund Types
Special Debt Capital Internal
Goneral Revenue Service Projects Enterprise Service
Assets and Qther Debits
Assels:
Cash and Cash Equivalents $ 286,583 & 355,476 & 6,686 % 31,897 $ 572608 5 44,511
Investments 2,626 - 16,574 76,635 677,578 -
Investment in Variable Retirement
Investment Fund - - - - - -
Receivables (net of allowance for
uncolfectiblesy:
Taxes 623,891 73,825 - - - -
Student Loans - - - - 9,982 -
Veterans Loans - - - - 33,462 -
Mortgage Loans - - - - 544,267 -
Insurance Palicy Loans - - - “ 3,738 -
Loans to Local Governments - - - - 606,071 -
Other Receivables 92 888 20,175 29,702 302 58,018 818
Due from Other Funds 80,900 33,354 3,563 2,114 25,081 21,317
Due from Component Units - - - - 8 -
Interfund Loans Receivable 53,690 23,864 - 21,670 " -
Due from Other Governments 392,818 49,895 - 768 11,423 57
Inventories 79,082 15,750 - - 8,665 7.194
Prepaid ltems 220,051 9,768 - - 58,514 511
Advances to Other Funds - - - - 6,000 3,792
Restricted Assets:
Cash and Cash Equivalents - - - - 29,472 -
Investments - - - - - -
Deferred Charges - - - - 6,939 523
Fixed Assels - - - - 142,156 194,319
Other Assets - & - - 9,080 -
Other Debits:
Amount Available in Debt
Service Fund - - - - - -
Amount to be Provided for Retirement
of General Long-term Obligations - - - - - -
Total Assets and Other Debits $ 1832537 § 582,113 % 56,515 % 133,285 $ 28030683 $ 273,943
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Totals - Totals -
Fiduclary Primary Reporting
Fund Type Account Groups Government Entity
Trust and General General Long-term  University of {Memorandum Component {Memorandum
Agency Fixed Assots Dabt Wisconsin System Only) Units Only)

5 5,813,201 $ - - $ 447699 § 7,558,662 131,322 7,689,084
37,478,874 - - 184,062 38,436,350 444278 38,880,628
19,749,230 - “ - 18,748,230 - 18,749,230

w - - - 687,716 - €697,716

- - - 152,355 162,337 162,337

- - - - 33,462 - 33,462

- - - - 544 267 1,622,173 2,166,440

- - - - 3,738 - 3,738
285,241 - - - 861,312 - 861,312
580,098 - - 104,626 886,627 17,808 904,434
76,511 - - 44,329 287,158 - 287,158
- - - - 8 - .8
500,252 - - - 599,375 - 599,375
87,745 - - 36,649 580,252 - 580,252
- - - 45,469 156,159 - 156,159
3,897 - - 15,054 307,806 - 307,806

- - - - 9,792 - 9,792

- - - - 29,472 - 29,472

- - - - - 78,744 78,744

- - - 7,486 14,348 17,325 32,273
635 1,460,924 - 3,715,246 5,513,280 4,888 5,518,168
223,256 - - - 232,342 10,418 242,760
- - 7,008 - 7,009 - 7,008

- - 3,408,713 - 3,408,713 - 3,408,713

3 64,768,940 5 1,460,924 § 3,415,722 % 4752974 § 80,080,015 % 2,326,956 82,406,971
{Continued)
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State of Wisconsin

Combined Balance Sheet - All Fund Types, Account Groups and

Discretely Presented Component Units
June 30, 1996

{Continued)
Proprietary
Governmental Fund Types Fund Types
Special Debt Capital Internal
General Revenue Service Projects Enterprise Service
Liabilities, Equity and Other Credits
{ iabilities:
Accounts Payable and Other
Acerued Liabilities $ 396,142 $ 145864 § - 18,983 § 270,631 § 16,624
Due to Other Funds 93,008 43,006 468 1,293 23,647 5,521
Due to Primary Government - - - - - -
Interfund Loans Payable - 21,571 - 23,827 26,7214 26,968
Bank Overdraft - - - - 622 -
Due to Other Governments 1,245 557 64,350 - 848 1,012 47
Tax Refunpds Payable 524,855 4,577 - - - -
Tax and Other Deposits 61,361 7.975 - 8,324 -
Deferred Revenue 423,227 10,634 - - 49 259 1,382
Interest Payable - - 22917 - 5,483 1,412
Investment Due Fixed Retirement
investment Fund - - - - - -
Advances from Other Funds 6,000 - - - - 3,792
Future Benefits and Loss Liabilities - ~ - - 641,939 58,820
Capital Leases - - - - 111 18,992
Compensated Absences - - - - 5,294 1,703
Employer Pension Costs - - - - - -
General Obligation Bonds Payable - - 735 - 538,371 97,558
Revenue Bonds and Notes Payable - - 25,385 - 373,328 -
Other Bonds Payable - - - - - -
Claims, Judgments and Commitments - - - - - -
Instaliment Contracts Payable - - - - 356 366
Totat Liabilities 2,751,050 297,977 49,505 44,949 1,845,110 244,286
Equity and Other Credits:
Contributed Capital - - - - 782,578 22.639
investment in General Fixed Assets - - - - - -
Retaiped Eamings:
Reserved - - - - 42,661 -
Unreserved - - - - 32,714 7,007
Fund Balances:
Reserved 283,225 431,830 - 132,860 - -
Unreserved.
Designated - - - - - -
Undesignated {1,2141,738) (147,754) 7,008 (44,524} - -
Total Equity and Other
Credits (918,513} 284,136 7,009 88,336 857,954 29,646
Total Liabilities, Equity
and Other Credits $ 1,832537 § 582,113 3 56,515 3 133,285 § 2,803,063 § 273,843

The notes to the financial statements are an integral part of this statement.

8
PART II A-8



Totals - Totals -
Fiduciary Primary Reporting
Fund Type Account Groups Government Entity
Trust and General General Long-term  University of {Memorandum Component (Memorandum
Agency Fixed Assets Debt Wisconsin System Onily) Units Only)
3 908,591 3 - ] - $ 146,542 1,903,377 § 8,870 1,813,247
74,788 - - 44,526 287,158 - 287,159
- - - - - 8 B
500,289 - - - 588,375 - 599,375
- - - - 622 - 622
2,800,263 - - 3,129 4,115,202 - 4,115,202
- - - - 520,432 . 529,432
218,120 - - 1,494 297,273 132,516 429,789
1,768 - - 66,362 552,643 3,010 555,652
- - - - 29,823 55,422 85,245
19,749,230 - - - 19,749,230 - 19,749,230
- - - - 9,792 - 9,792
- - - - 711,860 138,660 850,520
- - 8,805 17,232 45 240 - 45,240
247,626 - 682,498 42,725 979,848 242 980,080
- - 131,215 - 131,215 - 131,215
- - 1,720,373 728,489 3,085,526 - 3,085,526
- - 750,565 - 1,148,279 1,760,537 2,909,816
- - - 1,842 1,842 - 1,842
- - 119,447 - 119,447 - 119,447
- - 2,719 1,051 4,493 - 4,493
24,500,675 “ 3,415,722 1,053,392 34,302,677 2,100,264 36,402,941
- - - - 805,217 - 805,217
- 1,460,924 - 2,967,033 4,427 956 - 4,427,956
- - - - 42,661 117,971 160,632
u - - - 39,721 108,720 148,442
41,926,688 - - 650,521 43,475,182 - 43,475,182
- - - 3,766 3,766 - 3,766
(1,658,423) - - 38,263 {3,017,166) - {3,017,166)
40,268,265 1,460,924 “ 3,699,582 45,777,338 226,501 46,004,030
$ 64,768,940 $ 1460924 3 3,415,722 § 4,752,974 80,080,015 3 2,326,056 82,406,871
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State of Wisconsin
Combined Statement of Revenues, Expenditures, and Changes in Fund Balances -

All Governmental Fund Types and Expendable Trust Funds
For the Fiscal Year Ended June 30, 1996

{in Thousands)

Fiduclary
Governmental Fund Types Fund Type Totals
Special Debt Capital Expendable (Memorandum
General Revenue Service Projects Trust Only)
Revenues:

Taxes $ 8,173,163 3 801,321 § - $ - $ - $ 8,974,484
Intergovernmental 3,123,218 418,902 - 12,545 11,882 3,567,648
Licenses and Permits 175,421 450,495 58,354 60 - 684,330
Charges for Goods and Services 116,060 40,816 - 2,556 335 158,766
Contributions - - - - 485,541 485,541
Investment and Interest Income 41,412 13,029 4,654 5,809 153,843 218,846
Gifts and Donations 4,491 1,226 - 223 a3 6,032
Other Revenues 56,939 10,083 1 6,691 34,662 ) 108,386

Total Revenues 11,689,705 1,736,883 63,009 27,983 686,456 14,204,035
Expenditures:

Current:

Commerce 155,938 5,041 - 844 - 161,923
Education 3,280,166 141 - 3,204 14,266 3,297,776
Transportation 938 1,342,148 - 476 - 1,343,563
Environmental Resources 104,415 381,136 - 21,869 - 507,420
Human Relations and Resources 4,993,422 2,598 - 37.042 498,507 5,531,569
General Executive 228,320 11,831 - 6,410 92,932 339,493
Judicial 82,164 341 ~ - - 82,505
Legislative 50,185 - - - - 50,165
Tax Relief and Other General

Expenditures 574,655 - - 116 - 574,771

Intergovemnmental 1,010,618 - - - - 1,010,618
Capital Outlay - - - 153,809 - 153,809
Debt Service:

Principal - - 144,925 - - 144,825
Interest - - 125,463 - - 125,463
Bond Administraticn Costs - - 167 - - 167
Total Expenditures 10,480,802 1,743,235 270,554 223,870 605,705 13,324,166
Excess of Revenues Over (Under)
Expenditures 1,208,803 (6,352) {207,545) (195,888) 80,751 879,868
Other Financing Sources (Uses):

Proceeds from Sale of Bonds - 8,758 2,155 333,421 - 344,335
Proceeds from Refunding Bonds - - 145,224 - - 145,224
Payment to Refunding Bond

Escrow Agent - - (145,224} - - {145,224}

Qperating Transfers in 28,979 18,325 210,383 4,408 - 262,105
Operating Transfers Qut {1,091,593) {30,549) (2,389) {3,892) (3,952) (1,132,385}
Capilal Leases Acquisitions 6,208 - - - - 6,208
Instaliment Purchase

Acquisitions - . &8 - 1,634 - 1,732
Total Other Financing Sources
{Uses) {1,056,405) {3,368) 210,149 335,572 (3,952 (518,004)
{Continued)
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State of Wisconsin

Combined Statement of Revenues, Expenditui'es, and Changes in Fund Balances -
All Governmental Fund Types and Expendable Trust Funds

For the Fiscal Year Ended June 30, 1996

{Continued)
Fiduciary
Governmental Fund Types “fund Type Totals
Special Dabt Capital Expendable (Memorandum
General Revenue Service Projects Trust Oniy)
Excess of Revenues and Qther
Sources Over (Under) Expenditures
and Other Uses 152,498 (3,720) 2,604 139,684 76,798 361,864
Fund Balances, Beginning of Year {1,106,257) 312,31 405 {35,348) 1,608,249 779,420
Increase (Decrease) in Reserve
for Inventaries 820 1,335 - - - 1,955
Rasidual Equity Transfers in 36,100 1,250 4,000 - - 41,350
Residual Equity Transfers Out {1,474) (21,100) - {16,000) - (38,574)
Fund Balances, End of Year 3 (918513) % 284,136 $ 7,008 3 88,336 3 1,685047 § 1,146,015

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

Combined Statement of Revenues, Expenditures, and Changes in Fund Balances -
Budget and Actual (Budgetary Basis) - General and Budgeted Special

Revenue Funds

For the Fiscal Year Ended June 30, 1996

{In Thousands)

General Fund

Budgsted Special Revenue Funds

Variance - Variance -
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual {Unfavorabie)
Revenues:
Taxes 8,216,558 § 8,221,241 § 4,683 801,818 % 801,818 § -
Departmental 5,620,912 5,583,158 (37,754) 1,116,872 1,116,872 -
Total Revenues 13,837,469 13,804,389 (33,070) 1,918,681 1,918,691 -
Expenditires:
Current;
Commerce 185,662 164,514 21,147 25,685 13,529 12,156
Education 6,052,759 5,837,139 215,620 11,346 10,583 763
Environmental
Resources 252,846 242,361 10,485 1,929,671 1,679,960 249711
Human Relations
and Resources 5,282,920 5,255,874 27,046 136,809 123,305 13,504
General Executive 487,561 412,906 74,655 10,117 3,517 6,600
Judicial 83,188 82,154 1,034 691 349 34z
Legislative 50,544 50,047 496 - - -
General 1,613,785 1,603,605 10,180 21,041 16,041 5,000
Total Expenditures 14,068,264 13,648,601 360,663 2,135,350 1,847,283 288,077
Excess of Revenues Over
{Under) Expenditures (171,794) 155,789 3 327,593 (216,669) 71408 3 288,077
Fund Balances,
Beginning of Year 847,255 329,095
Prior Period Adjustment (307) -
Residual Equity Transfers {84,121 {19,329)
Fund Balances, End of Year $ 918,625 $ 381,174

The notes to the financial statements are an integral part of this statement.
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State of Wisconsin
Combined Statement of Revenues, Expenses, and Changes in Retained Earnings/

Fund Balances - All Proprietary Fund Types, Similar Trust Funds and
Discretely Presented Component Units

For the Fiscal Year Ended June 30, 1996 (In Thousands)
Totais « Totals -
Primary Raporting
Proprietary Fund Types Fiduclary Fund Types Government Entity
Internat Nonexpendabis Pension {Memorandum Component  (Memorandum
Entarprise Service Trust Trust Only) Units Ountly)

QOperating Revenues:

Charges for Goods and Services 797,378 § 200,776 § 98 § - 3 958353 § 8,002 3 1,607,355
Investrnent and interest Income 116,152 - 819 5115783 5,232,754 142,319 5,375,073
Cantributions 393,788 - - 1,018,532 1,413,318 - 1,413,318
Fines and Forfeitures - - 156,845 - 15,845 - 15,845
Gifts and Daonations - - 108 - 08 - 108
Other Income 4,804 1,681 4 - 6,489 1,061 7.560

Total Operating Revenues 1,312,122 202,467 16,974 6,135 314 7,666 877 152,381 7,818,258

Operating Expenses:

Parsonal Services 201,514 39 868 128 - 241,507 8,749 250,256
Supplies and Services 400,937 168,191 241 20,598 529,868 11,434 541,301
Lottery Prze Awards 276,988 - - - 276,968 - 276,886
Depreciation 10,194 23,63t - - 33,825 §02 34,327
Benefit Expense 215.334 (16,1685} - 1,215,861 1.415,030 5,813 1,420,842
Interest Expense 56,554 - - - 56,554 124 237 180,741
Other Expenses 13,707 - ~ 10,520 24,227 62,313 86,539

Total Operating Expenses 1,175,108 155,523 358 1,246,979 2 577 976 213,047 2,791,023

Operating incoma (Loss) 137,016 46 944 16 605 4 888336 5,088,501 {60,666} 5,028,235

Nonoperating Revenues (Expenses):

Operating Grants 3,500 235 5 - 3,740 59 101 62,841
nvestmant and Interest ncoms 29377 288 1 - 29 666 26,109 55775
Gain (Loss) on Disposal of

Fixed Assels (32) 772 - - 740 (38} 701
Interest Expense (713} (5.579) - - {6.292) - (8,202)
Qther Revenues 2514 497 - 954 3.965 - 3,866
Other Expenses {164,518) - - - {164,516) - (164,516}

Total Nonoperating Revenues

(Expenses} {129 874) (3,787 6 954 {132,697 85,171 {47.528)

Income (Loss) Before

Operating Transfers 7,145 43157 16,611 4,889,290 4,956,204 24 505 4,980,709
Operating Transfers in 34,930 5377 2,500 24,330 67,137 - 87,137
Operaling Transfers Out (21.321) {2,088) {8) {24 330) (47,745) - (47.745)

Net Income before Extracrdinary
Items 20,754 45,446 19,108 4 889,290 4 975,595 24,505 5,000.100

Extraordinary ltems:
Gain (Loss} from Extinguishment

of Debt 104 - - - 104 62} 42
Net income {Loss) 20,858 45 446 19105 4,889 280 4,975,698 24,443 5.000,142
(Continued)

1%

PART II A-13



State of Wisconsin

Combined Statement of Revenues, Expenses, and Changes in Retained Earnings/
Fund Balances - All Proprietary Fund Types, Similar Trust Funds and
Discretely Presented Component Units

For the Fiscal Year Ended June 30, 1996 (Continued)
Totals - : Totals -
Primary Reporting
Proprietary Fund Types Fiduclary Fund Types Government Entity
Internal Nonexpendable Penston (Memorandum Component  (Memorandum
Enterprise Service Trust Trust Chiy} Units Only}
Retained Earmnings/Fund Balances,
Beginning of Year 54,586 (37.998) 337.894 33.338.929 33601411 202,248 33,893,659
Residuat Equity Transfers In - 132 - - 132 - 132
Residual Equily Transfers Out (58) {1,573) - - {1,842) - (1.842)

Retained Eamings/Fund Balancas,
End of Year $ 75376 5 7,007 § 358,988 $ 38,226,219 $§ 3B,665600 § 226691 38,892,292

The notes o the financlal slatements are an integral part of this stalement.
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State of Wisconsin

Combined Statement of Cash Flows - All Proprietary Fund Types,
Nonexpendable Trust Funds and Discretely Presented Component Units
For Fiscal Year Ended June 30, 1996

{In Thousands})

Totals - Totals -
Fiduciary Primary Reporting
Proprietary Fund Types Fund Type Government Entlity
internal  Nonexpendable {Memorandum  Component  {(Memorandum
Entarprise Service Trust Only} Units Only)
Cash Flows from Operating Activities:
Cash Recelpls from Customers $ 1,192755 § 205,539 § 198 § 1,300492 § 4846 § 1,404,338
Cash Payments to Suppilers for Goods and Services {377.826) {110,304} {195} {488 325} {3,B75) {492 200)
Cash Payments to Employes for Services {198,334) (398,594) {126} {238,054} {8,568) {246 622)
Cash Payments for Loftery Prizes {287 161) - - {287,181) - {287,161)
Cash Payments for Loans Originated {75.863) - - {75,883) {248,798) {324,662)
Cash Payments for Benefils (189,113) {17.829) - {208,941) (5,413) (212.354)
interast Incomea 40,857 - - 40,857 131130 171,987
Fines and Forfeitures - - 15,845 15845 - 15,845
Coilection of Loans 71,394 - - 71,394 158,881 228,285
Other Operating Revenues (Expenses) {35,209) 2111 124 {32,974) {85,078) (98,053)
Qther Sources (Uses) of Cash 2,101 157 - 2,257 7.628 9,885
Nel Cash Provided (Used) by Operating Activilies 143,801 41,079 15,848 200527 {31,239) 169,288
Cash Flows from Noncapital Financing Activities:
Operaling Grants Receipls 3,016 225 5 3,249 59,101 2,347
Granis for Loans lo Govamments 25,036 - - 25038 - 25,038
Proceeds from issuance of Long-term Debt 125,371 - - 125,371 345 868 471,238
Retiremant of Long-term Debt (681,604) - - {61,694} {311,400) {373,084}
Interest Paymeants {54,369) - - (54,358) {131.435) {185.784)
Interfund L.oans 3892 2,657 - 8,649 - 6,649
Interfund Loans Repaid {4,535) (5.453) - {9,988) - (6,968)
Interdfund Advances 478 832 - 1,108 - 1,108
Operating Transfers In 36 899 5,382 2 500 43,780 - 43,780
Qperating Transfers Out (22,3587) (2,304) {8) {24,757) - (24,757}
Residual Equity Transfers In 24 000 120 - 24,120 - 24,120
Residual Equity Transfers Out {12,000} (120) - {12,120 “ {12,120)
Other Cash Flows from Noncaplial Financing Activities {166,729} - - (166,729) {2,552) (169,281)
Net Cash Provided (Used} by Noncapitat
Financing Activities {103 885) 1,048 2499 (100,337) {40.418) (140.755)
Cash Flows from Capital and Related Financing Activities:
Procaeds from [ssuance of Long-term Debt 1,678 8,548 - 11,223 - 11,223
Repayment of Long-term Debt (557) {6,786) - (7,342) - {7.342)
Interest Payments {643) {5,388) - (6,032) - {8,032)
Interfund Advances Repaid - B32) - {832y - (632)
Capital Lease Obligations (87} {12,070) - (12,127} - {12,127
Proceeds from Sale of Fixed Assets 10 1.961 - 1,971 - 1971
Paymaents for Purchase of Fixed Assels {4,680) {13,900) - {18,580) {4 215} {22755)
Other Cash Fiows from Capita Financing Activities 260 297 - 857 - 557
Net Cash Provided {Used) by Capital and Related
Financing Activities {3,891) {26,872) - {30,863} {4,215} {35,178)
Cash Flows from Investing Activities:
Proceeds from Sale and Maturities of
investrment Securities 118 668 - 6,716 125,384 548,040 673 424
Purchase of Investment Securities {124 135) - {7.601} {131,738) {579 544) (711.279)
Cash Paymenis for Loans Originated (95.807) - (44 444) {144 251) - (144 251)
Collection of Loans 28107 - 50377 78,284 - 78,284
Interest and Dividends Receiptis 108,847 287 817 109,722 35,232 145,954
Net Cash Pravided {LIsed)} by Invesling Activitles 31,451 287 5666 37.404 4728 42132
Net Increase {Decrease) In Cash and Cash Eguivalents 67,176 15443 24,011 106 631 (71,143} 35 487
Cash and Cash Equivalents, Beginning of Year 534,805 29,068 66,118 830,092 202,465 832,557
Cash and Cash Equivalents, End of Year 3 502081 $ 44,511 § 90,130 $ 736723 § 131,322 § 868,044
Reconclliation of Fiduclary Fund Type Cash and Cash
Equivatents to the Combined Balance Sheet:
Nonexpendable Trust Fund 3 90 130
Fiductary Funds, Other Than Nonexpendable Trust 5,723,071
Totat Fiduclary Fund Type Cash and
Cash Equivalents, End of Year $ 5813201 {Continued)
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State of Wisconsin

Combined Statement of Cash Flows - All Proprietary Fund Types,
Nonexpendable Trust Funds and Discretely Presented Component Units
For Fiscal Year Ended June 30, 1996

(Continued)
Totals - Totals -
Flduciary Primary Reporting
Propristary Fund Types Fund Type Government Entity
Intamal  Nonexpendable {Memorandum Component (Memorandum
Enterprise Service Trust Only) Unlts Only)}
Reconchiation of Operating Income {Loss) to Net Cash
Provided by Operations:
Operating Income (Loss) $ 137,016 § 46,944 5 16,805 $ 200,565 § (60,666) § 139,899
Adjustments o Reconcite Operating Income to Net Cash
Provided by Operating Activilies:
Depreciation 10,194 23,631 - 33,825 502 34,327
Ampriization 1.297 - - 1,247 3.084 4,30%
Provision for Uncoliectible Accounts {31} - - (31) 332 301
Operating Income {Investment income) Classified as
Investing Activity {74,003} - {806} (74,809) {11,485) {86,294)
QOperating Expense {Interest Expense) Classified ag
Noncapital Financing Actlvity 54877 - - 54,877 120671 175,548
Miscetlareous Nonoperaling income {Expense) 492 181 - 872 - 672
Changes in Assets and Liabilities:
Decrease {increase) in Receivables {3,4C6) 1,474 - {1.832) (89,073) (91,004)
Decrease (increase} in Due from Olher Funds {3.228) 4.368 23 1,163 - 1.183
Decrease (Increase} in Due from Compenent Units 1 - - 1 - 1
Decrease (increase) in Due from Other Governments (1.081) 06 - (885) - {885)
Decrease (Increase} in laventodes {1,271} 142 - {1,159} - {1,159)
Decrease (Increase) in Prepaid Bems {258) ] {1) {173} - (173
Decrease (Increase) in Deferred Charges 79 - - 79 - 78
Decrease (Increase) in Other Assats (461) - - (461) (437) {B888)
Increase (Decrease) In Accounts Payable and
Other Accrued Liabilities {8.413) (1.968) 15 (8,365) 6.882 (1,703}
Increase {Decrease) In Compensated Absences 433 228 - 882 - 6682
Iherease (Decrease) In Due to Other Funds 244 (132) 11 122 - 122
Increase {Decrease) in Due {o Prirmary Government - . - - {n (1)
Increase (Decrease) in Due o Other Governmenis (3.737) {26) - {3,763) - (3.783}
Increase (Decrease) in Tax and Other Deposils 476 - - 478 - 476
Increase (Decrease) in Deferred Revenue 3.653 (34) - 3618 {1,228) 2.350
Increase (Decrease) in Interest Payable 326 - - 328 - 326
Increase (Decrease) in Fulure Benefits and
Loss Liabilities 28,485 {33,994} - {5,488) . 400 {5,089)
Tolal Adjusiments 6,585 {5,868) {758) {39) 29,427 20,389
Net Cash Provided by Operating Activilies $ 143,601 5 41,079 3 16,846 5 200,527 5 61,239} $ 169,288
Noncash Investing, Capital and Financing Actlvities:
Capital Leases (nitial Year):
Falr Market Value $ - $ 4 % - $ 4 8 - 5 4
Current Year Cash Receipts (Payments) - N - { - (1}
Contributions/Transfer In (Out) of Nontash Assels
and Liabitities from/to Other Funds 11,060 21 - +1.070 - 11,070
Lottery Prize Annuily Investiment Assumption 2.780 - - 2.790 - 2.7890
Lottery Prize Annuily Investment Liability (2.790) " - {2,790} - (2.700}
Other 37 2 - 35 - 35

The notas to the financial statements are an integrat part of this statement
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State of Wisconsin

Combined Statement of Current Funds Revenues, Expenditures, and Other
Changes - University of Wisconsin System
For the Fiscal Year Ended June 30, 1996

{in Thousands)

Unrastricted Restricted Totals
Revenues:
Tuition and Fees 3 470,792 % - 5 470,792
Federal Appropriations 15,552 - 15,8582
Federal Grants and Contracts 71,550 263,152 334,702
State Grants and Contracts - 17,918 17,919
Local Grants and Contracts 23 7.845 7.867
Private Gifts, Grants and Coniracls 6,097 169,844 175,841
Endowment Income 1,192 5,722 6,814
Sales and Services of Educational Activities 133,467 80 133,547
Sales and Services of Auxiliary Enterprises 185,580 - 185,580
Sales and Services of Hospitals 300,948 - 300,948
Other Sourcas 105,465 1,689 107,155
Total Revenues 1,290,665 466,251 1,756,916
Expenditures and Mandatory Transfers:
Educational and General:
instruction 601,525 42,701 644,227
Research 115,930 2083911 409,842
Public Service 131,183 43,233 174,416
Academic Support 197,462 £,372 203,833
Farm Operations §,954 8 8,963
Student Services 156,425 10,497 166,922
Institutional Support 118,170 3175 121,345
Operation and Maintenance of Plant 131,382 56 131,438
Financial Aid 84,800 68,596 153,396
Total Educational and General 1,545,831 468,551 2,014,382
Auxiliary Enterprises 172,333 24 172,357
Hospitals 287,493 3463 290,956
Mandatory Transfers:
Debt Service on Academic Facilities 70,431 665 71,096
Debt Service on Self-Amortizing Faciiities 9,263 886 10,149
Debt Service on Hospital Facilities 4,932 - 4,932
Student Loan Matching 831 - 831
Total Mandatory Transfers 85,458 1,581 87,009
Total Expenditures and Mandatory Transfers 2,081,116 473,588 2,564,704
Other Transfers, Additions (Deductions):
Qperating Transfers In 847,337 7.406 854,743
Qperating Transfers Qut (5,330) {69} (5,399)
Excess of Restricted Receipts Over Expenditures - 14,171 14,171
Nonmandatory Transfers (16,494) (42,291) (58,785)
Residuat Equity Transfers Qut {15,000} - {15,000
Other - 59 59
Net Other Transfers, Additions (Deductions) 810,513 (20,723} 789,790
Prior Period Adjustments {7,404} - {7,404)
Net Increase {Decrease) in Fund Balance & 2,658 3 (28,060) $ (25,403}

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

Combined Statement of Changes in Fund Balances -

University of Wisconsin System
For the Fiscal Year Ended June 30, 1996

{in Thousands)

Plant Funds
Endowment Net
Current Funds and Similar Capital Retirement of Investrment
Unrestricted Restricted Loan Funds Funds Projects Indebtedness inPlant
Revenues and Other Additions:
Unrestricted Current Funds
Revenues $ 1,285994 § - 3 - - - 5 - 3 -
Grants and Contracts - 326,030 - - - - -
Restricted Gifis Regeived - 216,419 264 427 - - -
investment income ~ Restricted ~ 1,664 26 - 298 a7 -
Endowment Income - Restricted - 5,630 203 - - - -
Proceeds from Sale of Bonds - - - - 126,466 - -
U.8. Government Reimbursemant of
Loan Fund Cancellations - - 755 - - - -
Delinquent Loan and Collection
Penalty - - 6801 - - - -
U.S. Government Advances - - 54,353 - - - -
Interest Accrued on Loans
Qutstanding - - 3,808 - - - -
Interest Earned on Loan Funds
Cash Balances - - 168 - - - -
(Gain on Sale of Securities - - - 13,827 - - -
Expended for Plant Facilities - - - - - - 59,144
Gifis-in-Kind - - - - - - 5,155
Notes and Bonds Retired or Refunded - - - - - “ 71,893
Equipment Additions {Net) - - - - - - 144,363
Other Additions - 66 2 - 134 - -
Total Revenues and Other
Additions 1,285,894 549,809 60,180 14,254 126,897 97 280,655
Expenditures and Other Deductions:
Current Funds Expenditures 2,010,687 472,037 - - - - -
Indirect Costs Recovered - 69,320 - - - - -
Loan Cancellations, Write-offs
and Adjustments - - 3,660 - - - -
Federal Direct Student Loans Granted - - 51,921 - - - -
Administrative Allowances-Perkins
Loans - - 671 - - - -
Loan Collection Expense - - 946 - - - -
Notes and Bonds lssued - - - - - - 149,006
Expended for Plant Facilities - - - - 88,535 - -
Disposal of Plant Facilities - - - - - - 67,365
Retirerment of Indebtedness - - - - - 52,689 -
Interest on indebtedness - - - - - 44,889 -
Other Deductions - 7 - 172 1,954 877 2,392
Total Expenditures and Other
Deductions 2,010,987 541,364 87,197 172 90,589 98,455 218,764
(Continued)
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State of Wisconsin

Combined Statement of Changes in Fund Balances -
University of Wisconsin System
For the Fiscal Year Ended June 30, 1996

{Continued)
Plant Funds
Endowment Net
Current Funds and Similar Capital Retirement of Investment
Unrestricted Restricted Loan Funds Funds Projects Indebtedness In Plant
Transfers Among Funds:
Operating Transfers In 847,337 7,408 92 - - 1,240 1,233
Operating Transfers Out (5,330) (69) - - (23) - (997}
Residual Equity Transfer Qut {15,000} - - - - - -
Mandatory Transfers:
Debt Service on Academic
Facilities {70,431) (665) - - - 71,096 -
Debt Service on Seif-Amortizing
Facilifies {9,263) (BB6) - - - 10,1492 -
Debt Service on Hospital Facitities {4,932) - - - - 4,932 -
Student Lean Matching (831} - 831 - - - -
Transfers to Plant Funds (16,632) {18,425) - - - 3,927 31,129
Nonmandatory Transfers 138 {23,867} {459) 24,188 - - -
Net Transfers Among Funds 725,055 (36,505} 464 24,188 (23) 91,345 31,365
Fund Balance Adjustments:
Capital Lease and Instaliment
Purchase Obligations - - - - - - {1,280)
Net Fund Balance Adjustments - - - - - - {1,280)
Net Increase (Decrease) for the Year 10,062 {28,060) 3,446 38,270 36,285 (7,013) 91,976
Fund Balances, Beginning of Year 256,230 53,317 152,634 143,709 5628 70,195 2,892,040
Prior Period Adjustments (7.404) - - - 3,480 1,771 {16,983)
Fund Balancas, Beginning of Year
Restated 248,826 53,317 152,634 143,700 9,108 71,966 2,875,056
Fund Balances, End of Year $ 258888 3 25256 § 156080 § 181979 $§ 45393 3 64,953 § 20967033

The notes to the financial staternents are an integral part of this statement.
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State of Wisconsin
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State of Wisconsin

Notes To The Financial Statements

NOTE 1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

A. Basis of Presentation

The accompanying general purpose financial statements have
been prepared in conformity with generally accepted accounting
principles (GAAP) for governments as prescribed by the
Government Accounting Standards Board (GASB). The financial
statements of the University of Wisconsin System have been
prepared in conformity with generally accepted accounting
principles for colleges and universities as prescribed by the
American institute of Cerlified Public Accountants and the
National Association of College and University Business Ofiicers.

B. Financial Reporting Entity

For GAAP purposes, the State of Wisconsin includes all funds,
account groups, elected offices, depariments and agencies of the
State, as well as boards, commissions, authorities and
universities. The State has also considered all potential
*component units” for which it is financially accountable, and
other arganizations for which the nature and significance of their
relationship with the State are such that exclusion would cause
the State's financial statements to be misleading or incomplete.

The decision to include a potential component unit in the State's
reporting entity is based on the criteria set forth in GASB
Statement No 14, The Financial Reporting Entity, which include
the ability to appoint a voting majority of an organization's
gaverning body and (1) the ability of the State to impose its will on
that organization or (2} the potential for the organization to
provide specific financial benefils to, or impose specific financial
burdens on, the State.

Based upon the application of the criteria contained in GAGSB
Statement No. 14, the Wisconsin Public Broadcasting
Foundation, Inc. is reported as a blended component unit; and
the Wisconsin Housing and Econemic Development Autherity and
the Wisconsin Health Care Liability Insurance Plan are presented
as discrete component units, as discussed below

Complete financial stalements of the individual component units
that issue separate statements can be obtained from their
respective administrative offices:

Wisconsin Public Broadeasting Foundation Inc.
Wisconsin Educational Communications Board
3319 West Beltline Highway

Madison. WI 53702
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Wiscensin Housing and Economic Development Authority
One South Pinckney Street, Suite 500
Madison, Wi 53702

Wisconsin Mealth Care Liability Insurance Plan
Office of the Commissloner of Insurance

121 East Wilson Street, 1st Floor

Madison. W 53702

Blended Component Units

Blended component units are entities which are legally separate
from the State, bul are so intertwined with the State that they are,
in substance, the same as the State. The blended component
unit serves or benefits the primary govemment. They are
reporled as part of the State and blended into the appropriate
funds.

Wisconsin Public Broadecasting Foundation, Inc. - The Wisconsin
Public Broadcasting Foundation, Inc. (Foundation), created in
1983 by the Wisconsin Legislature, is & private, nonstock,
nonprofit Wisconsin Corporation, wholly owned by the Wisconsin
Educational Communications Board {(ECB), a unit of the State
The Foundation solicits funds in the name of, and with the
approval of. the ECB. The Foundation's funds are managed by a
five member board of trustees consisting of the executive director
of the ECB and four members of the ECB board In addition to
accountability for fiscal matters, the State has the ability to
significantly influence operations of the Foundation through
legistation The Foundation is reported as an enterprise fund.

Discrete Component Units

These component units are entities which are lagally separate
from the State, but are financizlly accountable to the State, or
whose relationship with the Slate is such that exclusion would
cause the State's financial statements to be misleading or
incomplete. The Component Units' column of the combined
financial statements include financial data of these entities  One
of the component units reports on a fiscal year ended
December 31

Wiscansin Housing and Economic Development Authonlty - The
Wisconsin Housing and Economic Development Authority
(Authority) was established by the Wiscensin Legiskature in 1972
to help meet the housing needs of Wisconsin's low and moderate
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income citizens The State has significantly expanded the scope
of services of the Authority by adding programs which include
financing for farmers and for economic development projects.
While the Authority receives no State tax dollars for its bond-
supported programs and the State is not liable on bonds the
Authority issues, the State has the abllity to significantly influence
operations of the Authority through legistation  The Stale
appoints the Authorily's Board and has the ability to Impose ils
will on the Authority.

Wisconsin Health Care Liability Insurance Flan - The Wisconsin
Health Care Liability insurance Plan (Plan) was established by
rule of the Commissioner of Insurance of the State of Wisconsin
to provide health care Hability insurance and fiability coverage
normally incidental to health care liability insurance to eligible
health care providers in the State Eight out of 13 members of
the Board of Directors are appointed by the Governor, and the
Slate has the ability to impose its will upen the Plan. The Plan
reports on a fiscal year ended December 31,

Related Organizations

These related organizations are excluded from the reporting entity
because the State's accountabiity does not extend beyond
appointing a voting majority of the organization's board members
Financial stalements are available from the respective
grganizations.

Wisconsin Heallh and Educational Facilities Authority - a public
bady politic and corporate that provides financing for capital
expenditures and refinancing of indebtedness for Wisconsin
heaith care and educational institutions

Bradlgy Center Sparls and Entertainment Corporation - a public
body politic and cerporate that operates the Bradiey Center.

World Dairy Center Authority - an authority created to establish a
center for the development of dairying In the United Slates and
the world; to analyze worldwide trends in the dairy industry and
recommend aclions lo be taken by the State; promote dairy
cattle, technology, products and services; and develop new
markets for dairy and dairy-related products

Wisconsin  Advanced  Telecommunications Foundation -
organized as a nonstock corporaticn, administers an endowment
fund to support advanced telecommunications technology
application projecls and efforis to educate telecommunications
users about advanced services
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C. Fund Structure

The State uses funds and account groups to report its financial
position and the results of its operations. A fund is a separate
accounting entity with a seff-balancing set of accounts. An
account group is a financial reporting device designed to provide
accountability for certain assels and liabilities that are not
recorded in the funds because they do not directly effect net
expendable avaitable financial resources

The financial activities of the State are recorded in the fund types
and account groups identified below

Governmental Fund Types

General Fund - the primary operating fund of the State used to
account for all financial transactions except those required to be
accounted for in another fund,

Special Revenue Funds - used to account for the proceeds of
specific revenue sources that are legally restricled for specified
purposes.

Capital Projects Funds - used to account for the acquisition or
construction of major Stale-owned capitaj facilities

Debt Service Funds - used o account for the accumulation of
resources for, and the payment of, principal, interest and related
costs of general long-term obligations

Proprietary Fund Types

Enterprise Funds - used to account for cperations where the
State's intent is that the cost of providing goods or services to the
general public be financed or recovered primarily through user
charges or where the periodic determination of net income is
appropriate for capital maintenance, management confral, public
policy, accountability or other purposes

Internal Service Funds - used to account for the operations of
State agencies which render services or provide goods fo other
State units on a cost-reimbursement basis
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Fiduciary Fund Types

Trust and Agency Funds - used to account for assets held by the
State in a trustee capacity or as an agent for individuals, private
organizations, other govemmental units, and/or other funds.
These include (a) expendable trust funds, (b) nonexpendable
trust funds, (c) pension trust funds and {d) agency funds.

Account Groups

General Fixed Assefs Account Group - used to account for fixed
assets of the State nol accounted for in specific proprietary or
trust funds.

General Long-term Debt Account Group - used to account for the
unmatured general long-term labilities of the State, except for
debt accounted for directly in proprietary or trust funds.

University Funds

The University of Wisconsin System is comprised of 13 State-
owned universities, 13 university centers, the University of
Wisconsin Extension and the System Administration. The
accounts of the University of Wisconsin Systern are maintained In
accordance with the concept of fund accounting; resources are
segregated for control purposes in discrete funds in accordance
with specified activities or objectives. Separate accounts are
maintained for each fund. Funds are classified into the five
groups described below. included in these funds are the
accounts of the Wisconsin State Colleges Building Corporation
and the Wisconsin University Building Corporation. These
corporations were established by the Wisconsin Legislature as a
means for fingncing capital improvements at a time when the
State Constitution prohibited the contracting on public debts.
These corporations were empowered to bomrow money lo
construct, equip and furnish buildings, structures, facilities and
permanent Improvements for the University of Wisconsin and the
former State Universities Upon debt retirement, the comporations
deed the property titles to the State,

Also included in these funds as a blended component unit is the
University Medica! Center Corporation.  This comoration, while
legally separate, is so intertwined with the University of Wisconsin
System In providing service entirely or almost entirely to the
System, that they are, in substance, the same as the University of
Wisconsin System

Currently, the University of Wisconsin Hospitals and Clinics (the
Hospital) is also included in the University of Wisconsin System
funds. However, effective June 29, 1996, in accordance with
legistation passed by the Wisconsin State Legislature, the
Hospital restructured as a public authority, a body corporate and
politic created by State statutes. This legistation provided, among
other things, for the University of Wisconsin System Board of
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Regents to execute various agreements with the Hospital that
provide for the Hospital to operate in the context of a close
affiliation with tha University of Wisconsin.  The enabling
legistation transferred various assels and liabilities to the Hospital
effective July 1, 1996 Therefore, beginning with Fiscal Year
1997, the Hospital wil be excluded from the Universily of
Wisconsin System reporting entity and, instead, be reporled as a
camponent unit of the State

Current Funds - are those resources which are available for
current operating purposes. They are further designated as either
"Unrestricted” or "Restricted " Unrestricted current funds consist
of those funds over which the governing board retains full control
for use in achieving its authorized institutional purposes.
Restricted current funds are lmited to specific pumposes,
programs or depariments as specified in agreements with donors
or agencies external to the University of Wisconsin System

Loan Funds - consist of federal or institutional resources avalfable
for loans to students

Endowment and Similar Funds - are funds with respect to which
donors have stipulated as a condition of the gift, or management
has determined, that the principal is to be maintained inviolate
and invested for the purpose of producing income.  Investment
earnings on the principal amount are reported as endowment
income in Current Funds and Loan Funds. investment eamings
and gifts which the goveming board, rather than a donor, has
elected to retaln and invest are transferred into the Endowment
and Shmilar Funds group.

Plant Funds - are resources invested in and avallable for the
acquisition of capital assets Plant Funds are reporied in three
sub-groups: accounts refated to curent capital projects;
resources associated with the retirement of indebtedness; and the
investment in plant, including land, buildings and eguipment.

Agency Funds - consist of deposits held by the University of
Wisconsin System on behalf of student organizations, individual
students or facully members.  University of Wisconsin System
institutions act solely as an agent in handiing these funds and
transactions do not effect the operating statements. -

D. Basis of Accounting

The accounting and financial reporting treatment appiled to a fund
is determined by its measurement focus. All governmental funds
and expendable trust funds are accounted for using the cument
financial resources measurement focus. With this measurement
focus, only current assets and current liabilities generally are
included on the balance sheet Operaling statements of these
funds present increases, ie, revenues and other financing
sources, and decreases, ie, expenditures and other financing
uses, in net available financial resources
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Proprigtary funds, nonexpendable trust funds, pension trust
funds, and discretely presented component units are accounted
for on a flow of economic resources measurement focus. With
this measurement focus, all assels and all liabilities associated
with the operation of these funds are included on the baiance
sheet. Fund equity is segregated into contributed capital and
retained earnings components. Proprietary fund-type operating
statements present increases, i e, revenues, and décreases, ie.,
expenses, in net total assels,

Governmental funds, expendable trust funds and agency funds
are reporled on the modified accrual basis of accounting. This
basis of accounting recognizes revenues generally when they
become measurable and available to pay currant reporting period
liabilities. Malerial revenue sources susceptible to accrual include
individual and corporate income taxes, sales taxes, public utility
taxes, motor fuel taxes and federal revenues. Individual and
comorate income taxes, sales taxes and other taxes received in
July and August that relate to the prior fiscal year are accrued for
that fiscal year ended June 30.

Expenditures and related labilities are recognized when
obligations are incurred as a result of the receipt of goods and
sarvices Muodifications include:

+ Principal and interest on general long-term debt are recorded
as fund liabilities when due or when amounts have been
accumulated in the deb! service fund for payments of principal
and interest to be made early in the following year.

« Employes’ vested annual leave, compensatory fima, persanal
holiday hours, Saturdayfegal hours and sick leave are
recorded as expenditures when utilized. Accumulated annual
leave, compensatory time, personal holiday hours and
Saturdayflegal time and the long-term portion of accumulated
sick leave unpaid at June 30, 1996 have been reported in the
General Long-term Debt Account Group. (See Note 1-P to the
financial statements )

o Inventories are reporled as expenditures when purchased.
{See Note 1-1 to the financial statements )

Proprietary, nonexpendable trust and pension trust funds are
reported on the accrual basis of accounting. Under the accrual
basis, revenues are recorded when earned and expenses are
recorded when the related lability is incurred

in reporing the financial activity of its proprietary funds, the State
applies all applicable GASB pronouncements as well as the
following pronouncements issued on or before November 30,
1989, unless these pronouncements conflict with or contradict
GASB pranouncements: Financial Accounting Standards Board
Statements and Inferpretations, Accounting Principles Beard
Opinions, and Accounting Research Bulletins of the Committes
on Accounting Procedure,
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The University of Wisconsin System's financial statements are
reported on an accrual basis except that depreciation of the plant
assets is not recorded, and Endowment and Similar Funds
earnings are not accrued. In addition, revenues and expenditures
of an academic term that spans two fiscal years are reported
totatly within the fiscal year in which the program is predominantly
conducted.

E. Budgets

The State's biennial budget is prepared primarily an a mixture of
cash and modified accrual bases of accounting and represents
deparntmental appropriations based on agency requests reviewed
by the Department of Administration, Division of Executive Budget
and Finance, 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 raturned to the Governor
for his signature or veto in entirety or in part.

The final budget is prmarily a general purpose revenue and
expenditure budget.  General purpose revenues consist of
ganeral taxes and miscellaneous receipts which are paid into the
General Fund, lose their identity, and are then available for
appropriation by the Legisiature. The remaining revenues consist
of program revenues, which are credited by law fo an
appropriation to finance a specified program or State agency, and
segregated revenues which are also paid into separate
identifiable funds.

While State departments and agencies are required to submit
estimates of expected revenues for program revenus and
segregaled revenue categories, these estimates are not formally
incorporated into the adopted budget except for revenues of the
Lottery Fund  As a result, legally budgeted revenues for these
categories are not available and, consequently, actual amounts
are reporied in the budget column in the Combined Statement of
Revenues, Expenditures, and Changes in Fund Balances -
Budget and Actual (Budgetary Basis)

Expenditure budgeting differs for the various types of
appropriations  For most appropriations, budgeted expenditures
equal the amount from the adopted budget plus any subsequent
legislative or administrative revisions. However, for continuing
program revenue and segregated revenue appropriations, the
amounts in the adopted budget are only an estimate of probable
expenditures for the year State statutes limit actual expenditures
to the amount of available revenues. Consequently, for these
types of appropriations, reported budgeted expenditures equal
the amount of revenues received during the year plus any
balances carried forward from the previous year While State
statutes prohibit spending beyond budgetary autherity, a provision
is made to include the value of accounts receivable, inventories
and work in process in identifying the available revenues. The
State also utifizes nonbudget accounts for which no budget is
established but expenditures may be incurred As a result, actual
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expenditures may exceed budgeted amounts in  certain

categories.

Budgets are required by State law for the statutorily defined
Genaral Fund, and certain special revenue and trust funds. 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 State's
biennial budget Is developed according to the statutory required
fund structure which differs extensively from the fund structure
used in the nonbudgetary financial statements This difference is
primarily caused by the elimination of the University of Wisconsin
System, and various fiduciary, proprietary and other
governmental fund category activity from the statutory General
and Special Revenue funds Consequently, a reconciliation
between budgetary basis and GAAP basis is provided in Note 2
to the financial statements.

The Combined Statement of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual (Budgetary
Basis) reports expenditures by function for the General Fund and
alt budgetary special ravenue funds. (The Employe Trust Funds
Administration and the Environmental Local Assistance funds are
extracted from other statutory fund types and are not considered
special revenue funds under budgetary reporting) While
budgatary control for the reported funds is maintained at the
appropriation level as specified by the Legislature in Chapter 20
of the Wisconsin Statutes, this level of detail Is impractical for
inclusion in the Comprehensive Annual Financial Report
Accordingly, a supplementary report is avallable upon request
which provides budgetary comparisons at the legal level of
control.

The Capital Projects funds and Debt Service funds are not
included in the Combined Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget and Actual (Budgetary
Basis). A comprehensive budgat is not approved for the Capital
Projects funds, Debt service expenditures reported in the Debt
Service funds are budgeted through appropriations in the General
Fund and the Special Revenue funds. The Qperating Transfers
in of $209.3 million reported in the Bond Security and
Redemption Fund of the Debt Service funds primarlly represent
the apprepriations from these other funds.

The legal level of budgetary control for Wisconsin is at the
function, agency, pregram, line-item (ie, appropriation) level.
Expenditure control is monitored through the use of allotments.
Allotments are required for all appropriations and are utilized to
establish spending limits. The State Controller's Office reviews all
expenditures to ensure compliance with these spending
guidelines. initial allstments are prepared by the Division of
Executive Budget and Finance with input from Slate agencies.
Supplemental appropriations require the approval of the Joint
Finance Committee of the Legistature. Routine adjustments,
such as pay plan supplements and rent increases, are distributed
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by the Division of Executive Budget and Finance from non-
agency specific appropriations authorized by the legislature.
Various supplemental appropriations were approved during the
year and have been incorporated into the budget figures.

Appropriation unexpended balances lapse at year end or forward
to the subseqguent fiscal year depending on the type of
appropriation invelved:

o Continuing - unexpended balances automatically forward to
ensuing years until fully depleted or repealed by subsequent
action of the Legisiature

» Annuat.

o General Purpose Revenus - unencumbered balances lapse
at year end

o Frogram Revenue - unexpended balances may be
forwarded to the next fiscal year.

e Biapnial - unexpended balances or deficits automatically
forward to the second year. At the end of the second year all
unencumbered genaral purpose revenue balances lapse.

o Sum sufficient - moneys are appropriated and expended in the
amounts necessary to accomplish the purpose specified.

Encumbrance accounting is utilized in the General, Speclal
Revenue, Capital Projects, and Trust funds and the University of
Wiscansin  System.  Encumbrances represent commitments
related to unperformed contracls for goods or services.
Encumbrances may he carried over to the next fiscal year as a
revision to the budgetary appropriation with Department of
Administration approval Encumbrances outstanding at year end
for purchase orders and contracts expected to be honored in the
following year are reported as reservations of fund balance since
they do not constitute expenditures or liabilities.

F. Cash and Cash Equivalents

Cash balances of most funds are deposited with the State
Treasurer where the available balances beyond immediate needs
are pooled in the State Investment Fund for shor-term
investment purposes. Balances pooled are restricted to legally
stipulated Investments valued at amortized cost. Cash balances
not controlled by the State Treasurer may be invested where
permitted by statute

Cash and cash equivalents, reported on the balance sheet and
staternent of cash flows, include bank accounts, petty cash, cash
in transit, short-term investments with an original maturity of three
months or less such as cetdificates of deposit, money market
certificates and repurchase agreements and Individual funds'
shares in the State Investment Fund
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G. Investments

The State may Invest in direct obligations of the United States
and Carada, securities guaranteed by the United States,
certificates of deposit issued by banks in the United States and
soivent financial institutions in the State, commercial paper and
nonsecured corporate notes and bonds, bankers acceptances,
participation agreements, privately placed bonds and mortgages,
common and preferred stock and other securities approved by
applicable sections of the Wisconsin Statutes, bond resolutions,
and various trust indentures {see Note 3 lo the financial
statements}.

investments are generally stated at the lower of cost or market, or
amortized cost, depending on the fund type, except for the Fixed
Retirement Investment Trust Fund and the Variable Retirement
investment Trust Fund whose invesiments are stated at market in
accordance with Wis Stat. Sec 2517(14), and the State's
Deferred Compensation Plan whose investments are stated at
market

H. interfund Assets/Liabilities

During the course of operations, numerous transactions accur
betwsen individual funds for goods provided or services rendered,
The balance sheet classifies these receivables and payables as
"Due from Other Funds" or "Due to Other Funds” Short-term
interfund loans are classified as "Interfund Loans Receivable” or
“Interfund Loans Payable" Long-term interfund loans are
classified as “Advances to Other Funds" and "Advances from
Other Funds ” The Fixed Retirement invastment Fund's share of
combined stock equity securities repored In the Varable
Retirement Investment Fund is classified as “Investment in
Variable Relirement Investment Fund™. A corresponding amount
is classified as “Investment Due Fixed Retirement Investment
Fund” in the Variable Retirement Investment Fund

Transactions that occur between the primary government and
component units are classified as “Due toffrom Primary
Government” and, correspondingly, “Due toffrom Component
Units”.

I. Inventories and Prepaid Items

Inventories of governmental and proprietary funds are valued at
cost, which approximates market, using the first-inffirst-out or
weighted-average method. The costs of governmental fund-type
inventeries are recorded as expenditures when purchased rather
than when consumed,

Inventorigs of the University of Wisconsin System held by central
stores are valued at average cost, fuels are valued using the first-
inffirst-out method, and other inventories held by individual
institutional cost centers are valued using a variety of cost flow
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assumptions that, for each type of inventory, are consistently
applied from year to year

In addition to inventories reported in the accompanying financial
stalements, the State had food commaodities inventories valued at
$1.5 million at June 30, 1996,

Prepaid Rems reflect payments for costs applicable to futurs
accounting periods.

The fund balances of governmental fund types and expendable
trust funds are reserved for inventories and prepaid items, except
in cases where prepaid items are offset by deferrad revenues, to
indicate that these accounts do not reprasent expendable
available financial resources.

J. Fixed Assets

General fixed assets are recorded as expenditures In the
governmental funds and capitalized in the General Fixed Assets
Account Group and are valued at cost or estimated historical cost
if historical cost is not practicably determinable. Donated fixed
assets are recorded at their fair value at the time received. Qf the
$1,460.9 million lotal fixed assets at June 30, 1996, 58 percent
were valued using historical cost and 42 percent were valued
using estimated historical cost  Public domain (infrastructure)
fixed assets such as highways, bridges and rights of way are not
capitalized. In addition, interest is not capitalized on constructed
general fixed assets. General fixed asse!s are not depreciated.

Proprietary and similar trust fund fixed assets are valued at cost
or estimated historical cost if cost is not practicably determinable.
Donated fixed assets are valued at thelr fair value at the time
recaeived. In accordance with Financial Accounting Standards
Board (FASB} Statement No. 62, the State has adopted the policy
of capitalizing net interest costs on funds borrowed to finance the
construction of fixed assets, where appropriate.

Straight-line depreciation is taken on fund fixed assets with the
following estimated useful jives:

5 - 40 years
2 - 25 years

Bulidings and improvements
Equipment, machinery and furnishings

Fixed assets of the University of Wisconsin System are reported
at cost at date of acquisition. Donated fixed assets are reported
at fair value at the time received. Fixed assets of the University
of Wisconsin System are not depreciated.
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K. Mortgage and Other Loans

Mortgage loans of the Wisconsin Housing and Economic
Development Authority, a component unit, are carried at their
unpaid principal balance, less allowance for possible loan losses.
Loan ofigination fees and associaled costs are deferred and
recognized as Income over the life of the loan using the affective
interest method.

Mortgage loans of the Veterans Mortgage Loan Repayment
Bonds program, an enterprise fund, are staled at the outstanding
loan balance with origination fees and associated costs deferred
and recognized over a fifteen year period using the straight-line
method,

L. Deferred Charges

The mast significant deferred charges are debt issuance costs.
Significant deferred charges for the State include:

Debt issuance costs of the Wisconsin Housing and Economic
Development Authority, a component unit, are amortized ratably
over the life of the obligations to which they relate.

Issuance costs relating to revenue obligations of the Clean Water
Fund, an enterprise fund, were capitalized and are being
amortized using the effective interest rate method

lssuance cosis relating to general obligation bonds of the
Veterans Morigage Loan Repayment Fund, an enterprise fund,
are amortized ratably over the life of the obligations to which they
relate  Results from the use of this method do not vary materially
from those that would be obtained by use of the effective interest
rate method

The University of Wisconsin System's debt issuance costs are
amortized ratably over the life of the obligations to which they
relate. Results from the use of this method do not vary materially
from those that would be obtained by use of the effective interest
methad.

M. Deferred Revenue

Deferred revenue represents amounts for which asset recognition
criteria have been met, but for which revenue recognition criteria
have not been met. Deferred revenues arise when resources are
received by the State before it has a legal claim to them, as when
grant moneys are received prior to the incurrence of quatifying
expenditures.  In subsequent periods, when both revenue
recognition criteria are met, or when the State has a legat claim to
the resources, the liability for deferred revenue is removed and
revenue is recognized Revenues are also deferred in
governmenta! funds and expendable trust funds for amounts that
are not yet available to pay current reporting period liabilities
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The majority of the $555.7 million defered revenues presented in
the accompanying financial statements consists of $423.2 millien
reported within the General Fund. This amount includes $284.8
miliion relating to tax revenues received in advance of the year in
which earned

Deferred revenues of the University of Wisconsin System consist
of payments received but not eamed at June 30, 19898, primarily
for summer session tuition, tuition and room deposits for the next
fall term, and advance tcket sales for upcoming intercollegiate
athletic events.

N. Fund Equity Reserves

Reservations of fund balance represent amounts that are not
appropriable for expenditures or that are legally segregated for a
specific purpose.  Reservations of retained earnings reflect legal
restrictions on the use of assets. Detalls refated to the make-up
of reserved fund balances and retalned eamnings are reported in
Note 13.
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O. Local Assistance Aids

Municipai and County Shared Revenue Program

Through the Municipal and County Shared Revenue Program, the
State distributes generai revenues collected from general State
tax sources to municipal and county governments to be used for
providing local government services. State statutes require that
payment to local governments be made during July and
November.

At Jdupe 30, 1996, the State was liable to varicus local
governments for unpaid shared revenue aid To measure the
amount of the program ailocable to the State's fiscal year, the
amount is prorated over portions of recipient local governments'
catendar fiscal years which are within the State's fiscal year The
rasult is that a liability of $504 3 million representing one-half of
the tolal appropriated amount Is reported at June 30, 1996 as
Bue To Other Governments.

State Property Tax Credit Program

At June 30, 1886, the State was liable to various tfaxing
jurisdictions for property tax credits paid through the State
Property Tax Credit Program.  Under the program, payments to
local taxing jurisdictions provide property tax relief directly to
taxpayers in the form of State credits on individual propery tax
bils.  State statutes require that payment to local taxing
jurisdictions be made during Juiy  Although the propedy tax
credit is calcufated on the property tax levy for school purposes,
the State’s July payment is paid to an administering municipality
who freats the pavment the same as other tax collections and
distributes the collections to the various tax levying jurisdictions
(e g, cities; towns; villages; school districts; technical colleges).

The school portion of the property lax credit liability represents
the amount of the July payment earned over the schoal districts'
previous fiscal year ended June 30 Since the entire school
districts’ pottion of the July payment occurs within the State's
fiscal year, 100 percent of the July payment relating to the school
taxing jurisdictions’ levy is reported as a liability at June 30, 1996

The general government partion of the property tax credit liability
represents the amount of the July payment prorated over the
portion of the local governments' calendar year which is within the
State's fiscal year The result is that 50 percent of the July
payment based on the general government taxing jurisdictions’
levy is reported as a liability at June 30, 1995

The aggregated State Properly Tax Credit Program Hability of
$253 1 million is reported in the General Fund as Due to Other
Governments
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Lottery Property Tax Credit Program

The Lottery Property Tax Credit provides direct property tax refief
to taxpayers in the form of Stale credits on property tax bills
Under the program, owners of property used as a primary
residence receive a tax credit equal to the school property tax on
a portion of the dwelling's value

The State pays municipal treasurers for lottery credits who
distribute the moneys to the various taxing jurisdictions For
credits reducing the calendar year 1996 properly tax bills, the
Slate made this payment in March 1996

The Lottery Tax Credit Program is accounted for in the Lotlery
Fund, an enterprise fund, that records revenues and expenses on
the accrual basis. A portion of the State's March payment
distributed to the general government taxing jurisdictions applies
to their fiscal year which ends on December 31, Therefore, part
of the March distribution represents an expense of the State in
fiscal year 1996, while the remaining portion represents a prepaid
item. The resulting Prepaid {tem reported within the Lottery Fund
totals $30 8 million at June 30, 1996.

P. Compensated Absences

Consistent with the compensated absences reporting standards
of GASB Statement No. 16, Accounfing for Compensaled
Absences, an accrual for certain salary-related payments
associated with annual leave and an accrual for sick feave is
included in the compensated absences liability at year end.

Annual Leave

Fuli-time employes’ annual leave days are credited on January 1
of each calendar year at a minimum of 10 days per year There
is no requirernent to use annual leave. However, unused leave is
lost uniess approval to carry over the unused porion is cbtained
from the employing agency Compensatory time accumulates for
eligible employes for hours worked in excess of forty hours per
week. Each full-time employe is eligible for three personal
holidays each calendar year, provided the employe is in pay
status for at least one day in the year. If a holiday occurs on a
Saturday, employes receive leave time proporiional fo their
working status to use at thelr discretion

The State's compensaled absence liability at June 30 consists of
accumulated unpaid annual leave, compensatory time, personal
holiday hours, and Saturday/tegal hours earned and vested during
January through June The fiability is reported in the General
Long-term Debt Account Group for all governmental fund types
and similar trust funds  These unpaid amounts will be paid from
expendable resources provided for in the budget of fulure years.
In the proprietary fund types and similar trust funds, component
units, and the University of Wisconsin System, the obligation is
reported as a fund liability
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Sick Leave

Full-time employes earmn sick leave at a rate of four hours per pay
period.  Unused sick leave is accumulated from year to year
without Himit until termination or retirement. Accumulated sick
leave is not paid. However, at employe retirement the
accumulated sick ieave may be converted to pay for the retiree's
health insurance premiums. The State accumulates resources to
pay for the expected heaith insurance premiums of refired
ernployes. That portion of the total haalth insurance obligation for
which the State has already accumulated resources is presented
in the Accumulated Sick Leave Fund, an expendable trust fund,
while the remaining portion is reporied in the General Long-term
Debt Account Group

Q. Restricted Assets

Propristary Fund and component unit assets required {o be held
and/or used as specified in hond indentures and bond resolutions
have been reporied as Restricted Assets These assels are
classified into two categories: Cash and Cash Equivalents, and
investments

R. Self-Insurance

Consistent with the reguirements of GASB Statement Ne. 10,
Accounting and Financial Reporting for Risk Financing and
Related Insurance Issues, the State's risk management activities
are reported in an internal service fund, and the claims liabilities
associated with that fund are reported therein

The State's policy is generally not to purchase commercial
insurance for the risk of losses to which it is exposed. Instead,
State management believes it is more economical to manage its
own risks internally. The Risk Management Fund, an internal
service fund, Is used to pay for losses incurred by any State
agency and for administrative costs incurred to manage a stale-
wide risk management program. These losses include damage to
property owned by the agencies, personal injury or propery
damage Habliities incurred by a State officer, agent or employe,
and worker's compensation costs for State employes. A limited
amount of insurance is purchased to limit the exposure to
catastrophic losses. Annually, a charge Is allocaled to each
agency for its proportionate share of the estimated cost
attributable to the program per Wis. Stat. Sec. 16 865(8).

S. Forestation State Tax

The State levies an annual tax of two-tenths of one mill for each
doliar of the assessed valuation of the property in the State, as
described in Wis. Stat Sec. 7058 This tax is levied for the
purpose of acquiring, preserving and developing the forests of the
state; for forest crop law and county forest law administration and
ald payments; and for the acguisition, purchase and development
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of forests. The proceeds of the tax are paid to the Conservation
Fund.

This tax is levied to each county on or before the fourth Monday
in August of each year on assessed valuation as of January 1 of
that year. The tax is due and payable January 31 or on the due
dates established through an instaliment option permitted under
Wis. Stat. Sec. 74.12.

T. Total Columns - Memorandum Only

Total columns on the Combined Financial Statements are
captioned “Memorandum Only" to indicate that they are
presented only to facilitate financial analysis. Data in these
columns do not present financial position, results of operations or
cash flows in conformity with generally accepted accounting
principles. Ngither are such data comparable to a conselfdation.
Interfund eliminations have not been made in the aggregation of
this data.
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NOTE 2. BUDGETARY-GAAP REPORTING RECONCILIATION

The accompanying Combined Statement of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual {Budgetary Basis) -
Generat and Special Revenue Funds presents comparisons of the legaily adopted budget (more fully described in Note 1-E to tha financial
statements) with actual data on a budgetary basis. Because accounting principles applied for purposes of daveloping data on a budgetary
basis differ significantly from those used to present financial statements in conformity with GAAP, a reconciliation of basis, iming, perspective
and entity diffarences in the fund balance as of June 30, 1985 is presented below (in thousands):

Spegial
Ganerai Revenue
Fund balance June 30, 1896 (budgetary basis - budgetary fund structure)

as reported on budget to actual combined statement S 918,625 $ 381,174
Reclassifications:

To reclassify activities reported in another GAAP fund type (233,133) 12,651
Fund balance June 30, 1996 (budgetary basis - GAAP fund structura) 685,493 393,825
Adjustments:

To adjust expenditures for the municipal and county shared revenue program (504,309)

To adjust expenditures for State property tax cradit program (253,136)

To accrue/defer revenues for individual income taxes {net) {282,380)

To defer revenues for gross receipts public utility taxes {256,346}

To adjust revenues and expendituras for tax-related items and

other tax credit/ald programs {net} (217,264) {11,098)

To accrue unpaid Medicaid clalms (net of receivable from federal government) (87,148)

To adjust expenditures/revenues for certain major health and family services

accruals and deferrals (net) 7,985

To adjust revenues and expenditures for other items (nat ) {11,409) (98,581)

Fund balance June 30, 1886 (GAAP basis) § (918,513) $ 284136
29
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NOTE 3. DEPOSITS AND INVESTMENTS

The State maintains a short-term investment "pool”, the Slate
Investment Fund, for the State, its agencies and depariments,
and certain other public institutions which elect o participate.
The investment "pool” is managed by the State of Wisconsin
Investmen! Board (the Board) which is further authorized to carry
out investment activities for certain enterprise, trust and agency
funds. A small number of State agencies and the University of
Wisconsin System also carry out investment activities separate
from the Board. Disclosures of the State's investment activities
are presented in the following categories: State Investment Fund,
other funds managed by the Board, other Stale agencies and
funds, the University of Wisconsin System, and componant units.

A. Deposits
Primary Government

Deposits include cash and cash equivalents on deposit in banks
or other financial institutions, and nonnegotiable certificates of
deposit. The majority of the State's deposits are under the control
of the State Treasurer. The State Treasurer maintains multiple
accounts with an agreement with the bank that allows an
overdraft in one account if the overdraft is offset by balances in
other accounts.

The State's insured deposits are covered by the Federal Deposit
Insurance Gorporation (FDIC) and an appropriation for losses on
public deposits. The State, as required by Wis. Stat Sec. 34 08,
is to make payments to public depositars for proofs of loss up to
$400 thousand per depositor above the amount of federal
insurance. Payments are made, until the funds avallable in the
appropriation are exhausted, in the order in which satisfactory
proofs of loss are received by the State’s Commissioner of
Banking

At June 30, 1898, the carrying amount of the primary government
deposits was $19.7 million and the bank balance was $435.9
million. Of the bank amount,

«  $0.4 million was covered by federal depository insurance,
the State Public Deposit Guarantee Fund or collateralized
with securities held by the State or its agent in the State's
name, and

s $427 5 million was uncollateralized and uninsured.

Component Units
At June 30, 1996, the carrying amount of the component units'

deposits was $3 8 million and the bank balance was 338 million
of which 53 8 million was uncollateralized and uninsured
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B. Investments
Primary Government
State Investment Fund

This fund funclions as the Stale's cash management fund by
"nooling” the idle cash balances of all State funds and other
public insttutions,  in the State’s Comprehensive Annual
Financial Report. the State Investment Fund is not reported as a
separate fund; rather, each State fund's share in the "pool” is
reported on the balance sheet as "Cash and Cash Equivalents.”
Shares of the fund belonging to other participating public
institutlons  are presented in the Local Govermnment Pooled
Investment Fund, an agency fund.

Wis. Stat Secs. 25.17(3)(b), (ba) and {bd) enumerate the various
types of securities in which the State Investment Fund can invest,
which include direct obligations of the United States and Canada,
securifies guaranteed by the United States, securities of federally
chartered corporations such as the African Development Bank,
unsecured notes of financial and industrial Issuers, Yankee/Euro
dollar issues, certificates of deposit issued by banks in the United
States and solvent financial institutions in this State, and bankers
acceptances. Other prudent investments may be approved by
the State of Wisconsin Investment Board’s Board of Trustees.
The Board of Trustees has given slanding authority to the Board
to invest in resale agreements, financial futures contracts, options
and interest rate swaps.

Derivative Financial instruments

As of June 30, 1996, the State of Wisconsin Investment Board
utitized various derivative financial instruments, including interest
rale swap agreements, options, structured bonds with interest
rate and redermnption value altering components, and interest only
strips, for the purpose of increasing yieid in the fund. Derivative
transactions involve, to varying degrees, market and credit risk.

Intersst Rate Swap Agreements - As of June 30, 1996, the fund
neld a variety of types of interest rate swap agreements. Each
swap transaction involves the exchange of interest rate payment
abligations without the exchange of underlying principal amounts.
The notional amounts used to express the volume of these
transactions do not represent the amounts subject to risk, but
represent the amount on which both parties calculate interest rate
obligations The settlement of the interest rate exchange occurs
at predetermined dates, with the net difference between the
interest paid and interest received reflected as bond interest.
Entering into interest rate swap agreements subjects the fund to
the possibility of finrancial loss in the event of adverse changes in
market rates or nonperformance by the counterparly 10 the swap
agreement. Credil risks arising from derivative transactions are
mitigated by selecting creditworthy counterparties

PART II A-32



State of Wisconsin

Notes to The Financial Statements

The fund holds bonds with swap agreements attached. These
bonds had an estimated fair value of $161.3 milllon and a
carrying value of $164 9 million. In addition, the fund held two
interest rate swap agreements, with notional amounts
aggregating 545 0 million, that were not altached to a bond  The
market value of the two swap agreements totaled $2.3 millian at
June 30, 1996,

Restructured Investments - During fiscal year 1995, the State of
Wisconsin investment Board became aware of the existence of
market exposure in certain swap agreememts and structured
bonds which could impalr the earmings of the fund.

The State of Wisconsin Investment Board enlered into
agreements with two counterparties which resulted in the
counterparties’ assumption of all fulure market risk associated
with ten swap agreements and two structured bonds. At the time
of the agreement the counterparties assigned a market valus to
these investments of negative $853 million.  Within this
restructuring, one swap agreement requires perlodic payments
over a pericd of ten years, while the other agreement requires
periodic payment of the foss over a period of five years.  Interest
costs associated with the periodic payment of the loss over time
Is estimated to be $24 8 million. Future period earnings will be
charged as payments are made

As of June 30, 1996, the market value of the restructured
investments was negative $83 5 million while the amortized
deferred loss was negative $80 5 million

The State of Wisconsin Investment Board has suspended the use
of nonrisk reducing derivatives in the fund and Investment
guidelines prohibiting the use of such instruments were adopted
by the Board on November 2, 1995

Structured Bonds - The fund also holds high grade securities
totaling $181 2 million carrying valug {$177.1 million market) that
have foraign interest rate altering components. These securities
have minimum levels on the future potential coupons of zero
percent or above. As a result, the underlying principal value of
these securities is not at risk from foreign interest rate
fluctuations

Options - There were no options held on June 30, 1996
However, during the fiscal year the fund owned three call options
on various foreign Interest rates and one put eption. The call
options would have provided the fund with enhanced earnings in
the event of an interest rate decline in the foreign markets. The
put option gave the fund greater liquidity through the right to sell a
Treasury Note. These options wera of minirnal market value on
June 30, 1985, and expired out-of-the-maney during fiscal year
1996. There was no market risk associated with owning these
instruments beyond the initial cost of their purchase
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Interest Only Stips - The fund, in the past, invested in interest
only strips, which are a form of asset-backed or mortgage-backed
securities. At June 30, 1986, no securities of this type were
owned. However, at Juna 30, 1995, the fund held five of these
securities which were sold during fiscal year 1996  These
securities are based on cash flows from interest payments on
underying consumer credit card debt and mortgages Therelore,
they are sensitive to prepaymenis by card holders and
mortgagees, which may result from a decline in interest rates or
other factors, For example, i interest rates decline and
underlying debt is refinanced, the cash flows from interest
payments are reduced and the value of these securilies declines.
Likewlise, If debt is paid off over a peried longer than anticipated,
the cash flows are greater and the retum on the initial investment
would be higher than anticipated

in addition, at June 30, 1996, the fund owned a mortgage backed
security that was comprised of 18 separate interest only strips
and one principal only strip. This securily had a carrying value of
$4 4 million and had an estimated fair value of $3.3 million, Cash
flows from the principal only portion of this instrument are based
on principal payments on underlying mortgages and as such are
sensitive to changes in interest rates. For example, in a falling
interest rate environment, prepayments tend to increase resulting
in acceleraled cash flows. This translates to higher yields and
market values and offsets the prepayment risk associated with
interest only strips to some extent.

Deposits

The State Investment Fund holds certificates of deposit at various
Wisconsin banks as part of the Wisconsin Cerificate of Deposit
Program implemented in July 1987 As of June 30, 1996, the
carrying value of these cerfificates of deposit was $91.3 millien
{591.3 million market vaiue)

Approximately $71.9 miltion are Category 1 risk level deposits
which are insured by the FDIC, the Wisconsin State Deposit
Guarantee Fund and Financial Securities Assurance Corporation
insurance. The remaining $19 4 million are Category 3 risk level
deposits.

PART II A-33



State of Wisconsin

Notes to The Financial Statements

Investments

Al investments are valued at amortized cost for purposes of
calculating income to participants.

The following table presents investments held by the State
Investment Fund categorized in  accordance with GASB
Statement No. 3 requirements to indicate the level of risk
assumed by the fund at year-end:

e Category 1 are those investments which are insured or
registered, or securities which are held by the Stale Investment
Fund in this fund's name or its agent in the name of this Fund.

o Category 2 are those investments which are uninsured and
unregistered, with the securities held by tha counterparty's trust
department or agent in the State Investment Fund's name,

o Category 3 are those investments which are uninsured and
unregistered, with the securities held by the counterparty, or by
its trust department or agent, but not in the State Investment
Fund's name.

Al June 30, 1996, the State Investment Fund's investments are as follows {in millions):

Category Carrying Market

1 2 3 Amount Value
U} 8 government and agency holdings § 14103 - - $ 14103 $ 14122
Securitles purchased under resale agreements 1,9385 - - 1,938.5 1,9385
Commerclal paper and nonsecured corporate notes and bonds 1,064 9 - - 1,064.9 1,0607
Asset backed securities 567 1 e - 567.1 5704
Mortgage backed securities 2069 - - 205.9 2008
Restructured notes 360 - - 350 140
Bankers acceplances 676 - - G7.6 674
Yankee/Euro doflar issue 176.1 — - 176.1 173.9
$ 5.4654 - — 5,465.4 54379
Interest rate swaps - (65 .8)
Certificates of deposit 91.3 91.3
3 5,666.7 $ 5,463.4

Market value information represents actual bid prices or the
quoted yield equivalent at the end of the year for securities of
comparable maturity, quality and type as oblained from one or
more major market makers for such securities Investments not
having quoted market prices have been valued using pricing
methods deemed acceptable by industry standards. In addition,
securities with & par value of $37.8 million have been valued &t
par, which management believes approximates market value.

Other Funds Managed by the Board

Qther investments under exclusive control of the Board which are
not held in the cash management pool include those held by
certain proprietary, trust and agency funds. A discussion of these
investment activities follows:

Fixed Relirement Investment Fund - This trust is a pooled fund
consisting of retirement contributions made by and on behaif of
participants in the Wisconsin Retirement System QVRS).

At June 30. 1996, the investments of the Fixed Retlirement
investment Fund tolaled 513,584 9 million, consisting of bonds,
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limited parinerships, paricipation agreements, morlgages, real
estate, and privately placed common and preferred stocks which
are valued at market, in accordance with Wis. Stat. Sec
2517(14).

Valuation methods vary depending on the type of asset being
valued.  If quoted market prices are not available, & variety of
third parly pricing methods are used including appraisals,
cerifications, pricing models, and other methods deemed
acceptable by industry standards.

Variable Retirement Investment Fund - This fund consists of
ratirement contributions for participants in the WRS. The Variable
Retirement investment Fund consists primarily of comman stocks
and bonds convertible into common stock, although there may
temporarily be other types of investments All securities, totaling
$23,365.0 mitlion, are valued at market at June 30, 1996.

Local Govemment Property Insurance. State Life Insurance. and
Palients Compensation Funds - At June 30, 1896, investments of
the funds were $4 0 million for the Local Government Properly
Insurance Fund, 352 4 million for the State Life Insurance Fund,
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and $3121 million for the Palients Compensation Fund,
cansisting of bonds and mortgages which are valued at amortized
cast

Historical Sociely Nonexpendable Trust Fund - At june 30, 1998,
investments of $6 2 million consisted of bonds valued at the lower
of cost or market value and stocks valfued at cost,

The following table presenis investments of these funds at
June 30, 1896, categorized in accordance with the requirements
of GASB Statement No. 3.

At June 30, 1996, the Other Funds Managed by the Beard investments consisted of (in milllons):

Category Carrying Market
1 2 3 Amount Value
Bonds $ B4236 5 - 8 - S B4238 $ 84280
Stocks 18,8271 - - 18,927 1 18,9277
Other invesiments 775 7.3 8.4 93.3 83.3
$ 27,4283 $ 73 3 8.4 274440 27,4480
Private placements 28114 28130
Limited partnerships 1,487 6 1,487 6
Pooled equities 4,846 1 4,846.1
Mortgages 1651 1661
Real estate 4122 4122
Commingled real estate 155.3 155.3
Options 19.1 181
Swaps {16.3) {16.3)
$ 37,3245 $ 37,3311
Secunties Lending - Additional income is generated for
participants by Ioaning securities to approved brokers who are
paid a rebate through the State of Wisconsin Investment Board's
custody bank, Mellon Trust, who serves as the lending agent
The securities are coliateralized by cash for at least 102 percent
of the loaned securities market value. The cash collateral is
reinvested by Mellon Trust in accordance with contractual
investment guidelines which are designed to insure safety of
principal and obtain a moderate rate of return.  These investment
guidelines include very high credit quality standards and also
allow for a portion of the collateral investment to be invested with
short-term securities. The earnings generated from the collateral
investments, less the amount of rebates paid lo the dealers,
resulls in the gross earnings from lending activities, which is then
split on a percentage basis with Mellon Trust. As of June 30,
1996, the market value of securities on loan for the above funds
was $2,161.9 miilion
a3
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Derivative Financial Instruments in the Retirement Funds

As of June 30. 1996, the Stale of Wisconsin Investment Board
utilfized various derivative financial instruments, including forward
contracts, options, and swap agreements, In the retirement
investment funds.  All financial derivative instruments are reported
at fair value, regardless of whether the instruments are held for
trading or nontrading purposes.  The instruments are marked to
market monthly, with valuation changes recognized in income

Foreign Currency Forwards and COplions - The State of
Wisconsin  Investment Board’s derivative trading activities
primarily fnvolve foreign currency forward contracts and aptions
Generally, foreign currency forwards and options are held to
hedge market risk. Market risk is generally controlied by holding
substantially offsetting purchase and sell positions

Forward commitments represent obligations to purchase or sell,
with the seller agreeing to make delivery at a specified future date
and a specified price Qptions on foreign currencies provide the
holder the right, but not the obligation, to purchase {call} or sell
{put) foreign currencies on a certain date at a specified price. The
seller (writer) of an option contract is subject to market risk, while
the purchaser is subject to credit risk and market risk to the extent
of the premium paid

Hedge related foreign currency commitments at June 30, 1996
include (in millions}):

Contract Fair
Forward Contracts Amount Value
Assets $ 23414 $ 23382
Liabilities 2,3413 2.3285

As of June 30, 1996, two forelgn currency call options were also
held to provide the retirement investment funds enhanced
eamings in the event of certain foreign currency fluctuations.
There is no market risk associated with owning these instruments
beyend the initial cost of their purchase

Yield enhancing foreign currency commitments (in milions).

Premiums Fair
Opticns Received (Paid) Value
Calls $  (12.0) $ 182

Other Options - Other options also are held for trading purposes.
These option contracts give the purchaser of the contract the right
to buy (cally or sell {put) the equity security or index underlying the
contract at an agreed upon price (strike price) during or at the
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conclusion of a specified period of time. The seller (writer) of the
contract is subject to market risk, while the purchaser is subject to
credit risk and market risk to the extent of the premium paid.

The following schedule summarizes the other options hefd at
June 30, 1996 (in millions):

Other Premiums Fair
Options Received (Pald) Value
Purchased Calls - Basket  § (3.5) 1 B

interest Rate Swaps - As of June 30, 1896, the Fixed Retirement
Investment Fund held a variety of interest rate swaps. Each swap
fransaction involves the exchange of interest rate or index rate
payment obligations without the exchange of underlying principal
amounts. The notional amounts used o express the volume of
these transactions do not represent the amounts subject to risk,
but represent the amount on which both parties caleulate
payment obligations. The settlement of payments occurs at
predetermined dates, with the net difference between the amount
received and the amount paid reflected as bond Interest
Entering into interest rate swap agreements subfects the inveslor
to the possibility of financial loss in the event of adverse market
changes or nonperformance by the counterparty to the swap
agreement Credit risks arising from derivative transactions are
mitigated by selecting creditworthy counterparties

The retirement investment funds held seven swap agreements
with notiona!l amounts aggregating $241 4 million and an
estimated fair value of a negative $16.3 million at June 30, 1996
Two of these swap agreements contain leverage, whereby a
multiplier effect is embedded in the rate structure of the
agreement and effectively resulls in an fncrease in the notional
amount of the instrument. Leverage factors effectively increased
the notional amount to $321 4 mitlion.
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Other State Agencies and Funds

The following funds also make investments following perinent
State statutes and policy provisions as set out by the appropriate
governing boards or bond resolutions:

Public Service Commission - Investmenis at June 30, 1896, of
52 2 million consisted of money market funds which are reported
in the General Fund.

Loftery Fund - Investments are all in the form of .S Treasury
zero coupon bonds. At June 30, 1986 investments of $2188
million, $216 0 million meet GASB No. 3 risk Category 1 while
$2.8 million meet risk Category 3.

Veterans Morlgage Revenue Bonds Fund - investments at June
30, 1596, totaled $ 2 million which include direct obligations of the
United States and ils agencies or instrumentaiities. Al
investments are a Category 3 risk.

Transportation Revenue Bond Funds - At June 30, 1985, the
Transportation Revenue Bond Capital Projects Fund and the
Transportation Revenue Bond Debt Servica Fund had
investments totaling $932 million. These investments meet
Categary 1 risk criteria.

Repurchase agreements with the pregram's financial institution
requires the institution to take possession of collateral having a
market value of at least 102 percent of the cost of the repurchase
agreement

Clean Water Fund - The fund's aggregate investments at June
30, 1996, were $117 5 million, of which $37 9 miflion are reported
as cash equivalents consisting of a repurchase agreement which
is a Category 2 level of risk. Investments of $79 6 million consist
of governmant and agency heldings and satisfy Categary 1 level
of risk

The Wisconsin Public Broadeasting Foundation Fund - The fund's
investments at June 30, 1996 were 539 million, consisting of
$1.1 million of money market funds and 53 million of mutual
funds. in addition, the fund held 325 million of govermment
holding, which meet the Category 1 risk level.

Health Insurance Risk Sharing Plan - At June 30, 1995,
investments of 57 9 million cansisted of government and agency
holdings meeting Category 1 of GASB Statement No. 3.

Insurance Company Liquidation Account - The fund's Investments
at June 30, 1996 were $1.3 million consisting of government and
agency holdings meeting Category 1 risk criteria,

At June 30, 1996, the State has approximately $212 2 million of
investments which it holds for banks and insurance companies.
These assels are held for the period of time specified by statute
and then returned to their owner. The assets are presented in the
Bank and insurance Company Deposits Fund as "Other Assets”.
All investments meet risk calegory 1.

Unclaimed property, usually in the form of stocks, bank accounts,
insurance proceeds, ulility deposits and uncashed checks, are
transferred periodically to the Unclalmed Property Program Fund
The securities, presented as "Cther Assels" on the financial
statements, include $4.8 million of varicus investments which
meet risk category 1 and 31 0 of mutual funds.

The State's Seclion 457 Deferred Compensation Plan Fund
investments, totaling $520 6 million at June 30, 1996, are in the
form of equity securities, Insured savings accounts and
investment contracts with insurance companies.  Additional
information on the State's deferred compensation plan Is provided
in Note 18 to the financial statements

The following table presents investments of the Other State
Agencies and Funds at June 30, 1996, categorized in accordance
with the requirements of GASB Stalement No. 3.

Al June 30, 1995, the Other State Agencies and Funds' investments consisted of (in millions):

Category Canrying Markat

1 2 3 Amount Value
Government and agency holdings $ 4777 3 - § 31 $ 4808 3 480 8
Municipal bonds 406 - - 40 6 406
Commercial paper and nonsecured corporate notes and bonds 48 - - 48 48
Repurchase agreements 932 379 - 1311 1311
Negotiable certificates of deposit 1.2 - - 1.2 1.2
§ 617.5 $ 378 $ 31 658 5 658 5
Mutual Funds 1.2 12
Money market funds 33 33
Deferred compensation investmenis 520.8 520.6
$ 11836 $ 1.1838
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University of Wisconsin System

The University of Wisconsin System investments of $184.1
million, with a market value of $219.2 million, consist primarily of
assels of endowment funds having a book value of $1766
million, while current funds and loan funds have an aggregate
book value of $7.5 million. Invesiments, which are Category 1
Risk level, of these funds at June 30, 19396, were comprised of
the following (in millions):

Carrying Market
Commeoen and preferred stock § 942 $ 1307
Bonds, notes and debentures 89,9 88.5
Total investmants § 1841 $ 219.2

Cemponent Units

Wisconsin Housing and Economic Development Authority
{Authority) - The Authority is required by statute to invest at least
50 percent of its General Fund funds in obligations of the State, of
the United States, or of agencies or instrumentalitios of the United
States, or cobligations the principal and interest of which are
guaranteed by the United States, or agencies or instrumentalities
of the United States. Each bond resolution specifies what
constitules a permitted investment and such investments may
include obligations of the U3 Treasury, agencies and
instrumentalities; commercial paper, bankers acceplances; and
repurchase agreements and investment agreaments

The Authority's investments in morigage-backed securities and
structured notes had a carrying value of approximately $92.6
million and a market value of approximately $76.0 million as of
June 30, 1886 The Authority currently intends to hold such
mortgage-backed securities and structured notes until maturity or
until they can be sold in more favorable market conditions. These
securities are based on cash flows from principal and Interest
paymenis on underlying mortgages. Therefore, they are sensitive
to prepayments by mortgagees which may result from a decline in
interest rates
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The Authority’s aggregate investments at June 30, 1886, were
$487 2 million of which $122.7 million are reported as cash
equivalents consisting of repurchase agreements, commercial
paper, money market funds, and shor-term investment
agreements  The Authority's investments of $4.3 million in
certificates of deposit are a Category 1 level of risk while all other
investments are a Category 2 lavel of risk.

The Authority enters into guaranteed investment contracts with
various financial institutions. The investment contracts are
generally collateralized by obligations of the United States
government and are carried at cost which is equivalent to contract
value The fair value of these contracts is considered to
approximate contract value,

The Authority is also authorized to invest its funds in the State
Investment Fund. The Authority has estasblished a Master
Repurchase Agreement with its banking institutions lo govern the
purchase of repurchase agreements. This agreament requires
the institution to take possession of collateral having a market
value of at least 103% of the cost of the repurchase agreement.
The underlying collateral must be maintained at this level at all
times.

Wisconsin  Heafth Care Liability Insurance Plan -  The
investments. of the Wisconsin Health Care Liability Insurance Plan
at December 31, 1995 were $163.5 million, of which $4.9 million
are reporied as cash equivalents. All investments meet the
Category 2 risk level.

The following table presents investments of component units at
December 31, 1995 or June 30, 1996, categorized in accordance
with the requirements of GASB Statement No. 3.
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At December 31, 1985 or June 30, 1986, the component units' investments consisted of (in millions);

Category Carrying Market

1 2 3 Amount Valus
Government and agency holdings $ - $ 1374 3 . % 1374 $ 1337
Municipal bonds - 423 - 423 423
Commercial paper and nonsecured corporate notes and bonds e 63.7 - 637 636
Negotiable certificates of deposit 43 - - 43 43
Mortgage-backed securities — 138.4 - 138.4 121.8
8 4.3 $ 3818 3 - 3861 3657
Money market funds 1278 1276
Guaranteed investment contracts 137.1 137.1
§ 6508 $ 6304

The following schedule summarizes investments presented in the
above nole discussions (in mitlions);

Other Funds Managed by the Board § 37,3247
Other State Agencies and Funds 1,183.7
University of Wisconsin System 1841
Component Units 650.8
Total investments $ 39,3433

C. Lottery Investments and Related Future Price
Obiigations

Investments of the State Lottery Fund totaling $218.8 million are
held to finance grand prizes payable over a 20-year or 25-year
period. The investments in prize annuities are in the form of
United States Treasury zero coupon bonds, securitles guaranteed
by the United States government, or investment instruments
issued by various brokerage fims secured by United States
Treasury bends. Liabllities related to the future prize obligations
are presented at thelr present value and included as Accounts
Payable and Other Accrued Llabifities. The following is a
schedule of future prize obligations {in thousands):

Fiscal Year Amount
1997 § 22290
1998 22,416
1999 22,541
2000 22,670
2001 22,803
Thereafter 286,671
Total future value 395,391
Less: Present value adjustment {172,867)
Present value of payments § 226,524
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NOTE 4. FIXED ASSETS
The following is & summary of changes in the General Fixed Assets Account Group during the fiscal year (in thousands).

Balance Completed  Transfers to/from Balance
July 1, 1995 Addltions Retirements  Construction Other Funds June 30, 1998

Land $ 301081 F 17508 3 (1467 §$ 8,625 5 § 325758
Buildings and improverments 524,236 21,433 {1,431} 127,303 671,540
Machinery and equipment 367,218 52,950 (22,801} 391 (388) 396,770
Construction in progress 144,237 58,937 {136,319) 66,856
Total general fixed assets $ 1336782 $ 150,828 § (25699) § 0 § {988) $ 1,460,924

Construction In progress reported in the General Fixed Asset Account Group at Juna 30, 1996 included the following projects (in thousands);

Unencumbered
Expended to Encumbrances Allotment
Allotments June 30, 1996 Outstanding Balance

Waupun Housing/Freezer/locks $ 14634 § 1,168 $ 1,830 $ 11,836
Youthful Offender institution 24,275 3,169 17,987 3,118
Secured Juvenile School 11,500 8,291 874 2,335
Rail Acquisition/Development 10,000 6,375 3,625
Camp Williams Support Facility 14,103 13,564 62 A77
Other projects with aliotments tofaling less than $10 mitlion 34,289

Total construction in progress 3 66,856

The following is a summary of proprietary and fiduciary fund-type, University of Wisconsin System, and component unit fixed assets at
June 30, 1886 (in thousands):

Nonexpendable University of Component
Enterprise Internal Service Trust Wisconsin System Linits
Land $ 10,269 § 8,376 $ 835 $ B7,508 $ 1,786
Buildings and improvements 191,617 150,370 1,807,391 855
Machinery and equipment 40,186 137,835 1,720,347 4,634
Less: Accumulated depreciation (111,378) (139,502) (4,317)
Construction in progress 11,462 37,641 1,930
Total $ 142,156 § 194,320 § B35 3 3,715,246 3 4,888
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NOTE 5. CHANGES IN LONG-TERM OBLIGATIONS REPORTED IN THE GENERAL LONG-TERM DEBT
ACCOUNT GROUP

During the year ended June 30, 1996, the following changes occurred In liabllities reported in the General Long-term Debt Account Group (in
thousands):

Batance Batance
July 1, 1895 Additions Reductions June 30, 1936

Capital Leases 5 5,621 $ 6,208 $ 2,924 $ 8,905
Compensated Absences 410,783 271,715 - 682,488
Employer Pension Costs 114,208 44 966 27,858 131,215
General Obligation Bonds Payable 1,708,508 224,124 212,260 1,720,373
Revenue Bonds Payable 555,850 220,000 25,385 750,565
Claims, Judgments and Commitments 167,269 6,917 54,739 119,447
Instaliment Contracts Payable 2,301 1,732 1,314 2,719

$ 2,564,641 $ 775,662 $ 324,581 3 3,415,722

* Due to the Incluslon of accretion amounts on original issue discounts of tha State's zero coupoen bonds and underwriter discounts on new
general cbligation bond issues sold during Fiscal Year 1996, the amount presented for "Additions” to general obligation bonds payable
differs from the amount presented for "Proceeds from Sale of Bonds” on the Combined Statement of Revenues, Expenditures, and Changes
in Fund Balances, which is reported net of the discussed items.

a9
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NOTE 6. BONDS AND NOTES PAYABLE

The following schedule summarizes outstanding bonds and notes
payable at June 30, 1996 (in thousands):

Primary Govarnment;
General Long-term Debt Account Group:

General Obligation Bonds $1,720,373
Transportation Revenue Bonds 750,565
Total Generat Long-term Dabt Account Group 2,470,938
Dabt Service Funds:
Bond Security and Redemption General Obligation 735
Transportation Revenue Bonds 25,385
Total Debt Service Funds 26,120
Enterprise Funds:
State Fair Park Generai Obligation Bonds 13,640
State Nursery Operations General Obligation Bonds 734
Veterans Morigage L.oan Repayment General
Obligation Bonds 524,597
Veterans Mortgage Revenue Bonds 186
Wisconsin Education Revenue Bonds 8,502
Clean Water Fund Revenue Bonds 364,632
Total Enterprise Funds 911,700
Internal Service Funds:
Facilities Operations and Maintenance
General Cbligation Bonds 97,274
Badger Industries Genarat Obligation Bonds 285
Total Internal Service Funds 97,559
University of Wisconsin System:
General Obligation Bonds 728,489
Other Bonds 1,842
Total University of Wisconsin System 730,331
Component Units:
Wisconsin Housing and Economic
Development Authority Bonds and Notes 1,760,537
Total at June 30, 1996

$5,997,185

A. General Obligation Bonds

Primary Government

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 Stale To date, the
Comrnission has authorized and issued general obligation bonds
primarily to provide funds for the acquisition or improvement of
land, water, property, highways, buildings, equipment or facilities
for public pwrposes. Occasionally, general obligation bonds are
also issued for the purpose of providing funds for veterans
housing loans and to refund general obligation bonds. All general
obligation bonds authorized and issued by the State are secured
by a pledge of the full faith, credit and taxing power of the Stale of
Wisconsin and are customarily repaid over a period of twenty to
thirty years.

Articte VIIF of the Wisconsin Constitution and Wis. Stat. Sec.
18.05 set limits on the amount of debt that the State can contract
in total and in any calendar year. In total, debt ouistanding
cannot exceed five percent of the value of all taxable property in
the State. Annual debt issued cannot exceed the lesser of three-
quarters of one percent or five percent of the value of all taxable
property in the State less net Indebtedness at January 1.

Repayment of the bonds is made from the Bond Security and
Redemption Fund, which receives transfers from various
departmental general purpose revenue, program revenue, and
segregated revenue appropriations to pay principal and interest
as it becomes due. The bonds payable amount shown in the
Debt Service Fund represents the liability to be paid from
resourcas accumulated to provide debt service payments early in
Flscal Year 1997

At June 30, 1996, $1,573.7 million of general obligation bonds
were authorized but unissued.
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General obligation bonds issued and outstanding as of June 30, 1996 were as foliows (in thousands):

Fiscal
Year Maturity Amount Amount
{ssued Series Dates interest Rates  Through Issued Qutstanding
18977 1976 Series C and 1977 Series B 11/76; 5777 50 8/02 $ 168,000 3 15,800
1979 1978 Series C 11178 5.1 11/03 77,300 7.520
1986 1986 Series A B/86 725675 1115 38,185 23,645
1987 1986 Series B 7186 7.2 B/96 247,800 11,960
1988 Refunding issue 5/88 671068 5/98 420,065 74,458
1989 1988 Series A, B and 7/88; 12/88

1989 Series A through C 1/89; 3/89; 5/89 6877 1/04 294,150 15,960
1990 1989 Series D, E and 8/89; 10/89

19890 Series A through D 1/80; 3/90; 5/90 64076 1/20 341,889 81,461
1991 1990 Series E through G, 1991 8/90; 10/90; 12/90

Series A through C and Series | 4191; 5/91, 6/91 5751076 121 518,251 213,698
1992 1991 Series [; 1992 Serles A 991; 3/92

and B, and Refunding issue 6/92; 3/92 51t0686 122 794,875 521,600
1993 1992 C and 2 10/92; 11/92

19931, 2and A 1/93; 3/93; 5/93 38to65 5/15 721,175 594,020
1984 1993 Refunding Issues 7/93; 12/93; 12/93;

3, 4, 5, 6; 1994 Refunding 10/93; 3/94;

{ssues 1 and 2; and

1994 Series Aand B 1/94; 6/34 35t062 524 828,825 852,185
1995 1884 Series 3 and C; 9/94; 9/94

1995 Series A, B, and 1 1/98; 2195, 2/95 45t06.65 8125 331,718 228,555
1596 1095 Series 2 and C; 10/85; 8/95;

1996 Series 1, A and B; 2/96; 1/96; 5/96

and Note 9958 and 7/95 40073 11/26 448 536 446,946
Total 5,331,906
Proprietary Fund {Discounts)/Premiums {2,392}
Total General Obligation Bonds and Notes, net of discounts $ 5,331,906 $ 3,085,526
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As of June 30, 1996, general obligation debt service requirements
for principat and interest in future years are as follows (in
thousands);

Fiscal Year

Ended June 30 Principal Interest Total
1897 $ 207,739 & 166,404 § 374,233
1988 213,959 153,486 367,485
1999 213,682 142,067 355,759
2000 215614 131,618 347,230
2001 211,616 122,165 333,781
Thereafier 2,103,281 783,627 2,886,808
Total 3,165,041 1,489,455 4,665,386
Proprietary Fund

{Discounts}Premiums {2,392) {2,392)
Unamortized zero

coupen and

CAB discounts (78,023} (78,023)
Total, net of discounts  $3,085,526 51,489,455 354,584,981

Zero Coupen Bonds

The general abligation bonds of 1980, Series D (Higher Education
Series), are zero coupon bonds recorded in the amount of $38 8
million which is the accreted value at June 30, 1896 The bonds
mature on May 1 through the year 2010,

The Refunding General Obligation Bonds of 1988 included capital
appreciation bonds (CAB's). The bonds are recorded in the
amount of $13.7 million which is the accreted value at June 30,
1896 The bonds mature on May 1 through the year 1998
Funding for these bonds wilf be provided as they mature.

The general obligation bonds of 1991, Series B, are zero coupon
bonds recorded in the amount of $68 2 million The bonds
mature on May 1 through the year 2011,

B. Revenue Bonds

Primary Government

Chapter 18, Wisconsin Statules, authorizes the State to issue
revenue obligations securad by a pledge of revenues or property
derived from the operation of a program funded by the issuance
of these obligations. The resulting bond obligations are not
general obligations of the State

Transportation Revenue Bonds

Transportation Revenue Bonds are issted to finance part of the
costs of certain iransportation facilities and major highway
projects  Chapter 18, Subchapter !l of the Wisconsin Statutes as
amended, Wis. Stat Sec 84 59 and a general bond resolution
and series resolutions authorize the issuance of these bends
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The Department of Transportation is authorized to issue a {otal of
$1,083.0 million Serigs A revenue bonds. Presently, there are
nine issues of Transportation Revenue Bonds totaling $77589
million. Debt service payments are secured by driver and vehicle
registration fees and also a reserve fund, which will be used in the
event that a deficiency exists in the redemption fund.

The Transportation Revenue Bonds issued and outstanding as of
June 30, 1996 were as follows (in thousands):

Issue interest Maturity
Issue Date Rates Through Issued  Qutstanding
1996A 5/96 50toB.0 716 $ 115000 $ 115,000
1995A 9/05 45t0863 TS 105,000 105,000
1994A 7i54 451075 714 100,000 96,995
1993A 9/93 35150 712 116,450 113,435
1892A8&B8 /82 4.1te58 722 288,150 291,425
18991A i0/91 bH5tB2 7102 42,085 29,660
1889A 4/88 7273  7/98 14,715 5,950
1988A 4/B8 65187 T7/97 15,300 4,125
1G86A 6/86 7274 7197 83,575 14,360
Total 5 891,275 § 775,550

As of June 30, 1996, debt service requirements for principal and
interest for the Transportation Revenue Bonds are as follows (in
thousands):

Fiscal Year

Ended June 30 Principat Interest Total
1997 $ 25385 § 34498 § 50,883
1898 29,710 31708 67,415
1959 30,750 36,738 67,488
2000 28,480 35,741 65,231
2001 30,920 34,402 65322
Thereafter 620,695 282,254 811,849
Total $ 775950 § 461,338 § 1,237,288
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Veterans Mortgage Revenue Bonds

The Department of Veterans Affairs provides funds to finance
home loans to qualified veterans. The Department of Veterans
Affairs Is authorized to issue up to $280.0 million in Veterans
Mortgage and Veterans Home Loan Revenue Bonds. At June 30,
1886, there was one issue of Veterans Home Loan Revenue
Bonds oulstanding totaling $195 thousand These bonds are
secured by payments on program loans and eamings of
investments

Bonds issued and outstanding for the Velerans Morigage
Revenuz Bonds as of June 30, 1996 were as follows (in
{housands):

Issue Interest Matusity
Issue Date Rates Through Issued Ouistanding
1881  8/81 975t0 115 812 $10,0565 $ 195

As of June 30, 1996, deb! service requirements for principal and
interest are as follows {in thousands);

Fiscal Year

Ended June 30 Principal interest ‘Total
1997 § 10 $ 22 $ 32
19588 10 21 31
1985 10 20 30
2000 10 18 29
2001 10 18 28
Thereafter 145 13 258
Tatal $ 185 $ 213 $ 408

Wisconsin Education Revenue Bonds

The Wisconsin Higher Educational Aids Board (HEAB) was
created in 1967 to replace the State Commissioner for Higher
Educational Aids and to administer the State's Student Loan
Program. Through its administration of the Student Loan
Program, HEAB provides funds to finance HMealth Education
Assistance Loans

Health Education Assistance L.oan Program

At June 30, 1996, there was ane issue of Health Education
Assistance Loan program bonds outstanding totaling $8 5§ million
These bonds are secured by student loan repayments and
interest income.
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The Heaith Education Assislance Loan program bonds issued
and ocuistanding as of June 30, 1996 wera as follows (in
thousands);

Issue Maturity
Issue Date Through Issued QOutstanding
1994 12/94 1204 $ 19,100 $ 9,485
L.ess: Unamortized discount {983}
Total $ 19,100 $ 8,502

The provisions of the 1994 Series A bond issue requires interest
and principal payments are to be made to the bond holder on the
first working day of the moenth until maturity in December 2004.
The interest portion of each monthly payment is based on the
Treasury Bill rate plus 025% for each day in the month. The
ptincipal amount paid each month varies depending on the
amount of student loans receivable that is coflected and working
cash flow far each month, Therefore, band amortization varies
through final maturity in the year 2004

Clean Water Fund

The Clean Water Fund provides loans and granis to [ocal
municipalities to finance wastewater trealment planning and
construction.  The Fund is authorized to issue up {o $1,2980
mitlion in Clean Waler Revenue Bonds At June 30, 1996, there
were four issues of Clean Water Revenue Bonds outstanding
totaling $371.0 miilion. These bonds are secured by payments on
program loans and earnings of investments

Bonds issued and outstanding for the Clean Watler Fund as of
June 30, 1996 were as follows (in thousands):

issue  Interest Maturity
Issue Date Rates Through issued OQOutstanding
18658-1 7/95 40625 616 $80,000 $80,000
19931 9/93 3653 6/13 84,345 B2,735
19932 9/93 275t0613 6/08 81,850 79,650
1891-1 4/91 54t069 611 225,000 128,545
471,295 370,930

Unamortized Premium 3,080
Less: Unamortized discount

and charge {9,378)
Total, net of discount, charge and

premium $471,295 $364,632
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As of June 30, 1996, debt service requirements for principal and
Interest for the Clean Water Fund were as follows (in thousands):

Fiscal Year
Ended June 30 Principal Interest Total
1997 $ 13560 § 2110¢ $ 34,661
1998 14,270 20,393 34,663
1999 16,820 19,639 36,458
2000 17,725 18,737 36,462
2001 18,695 17,767 36,462
Thereafter 289,860 112,785 402,645
Totat 370,930 210,422 581,352
Unamortized Premium 3,080 3,080
l.ess: Unamortized

discount and charge {8,378) {9,378)
Total, net $ 384,832 § 210,422 $ 575,054

Component Units
Wisconsin Houslng and Economic Development Authority
Bonds and noles payable at June 30, 1996 of the Wisconsin

Housing and Economic Development Authority (Authority)
consisted of the following (in thousands):

Revenue bonds and notes $ 1,540,809
Special obligation and subordinated

special obligation 220,708
Total 1,761,517
Less; Deferred amount on refunding (980)
Total, net $ 1,760,537

Authonrly's Revenue Bonds and Notes

The Authority's revenue bonds and notes are coflateralized by the
revenues and assets of the Authority, subject to the provisions of
resolutions and nole agreements which pledge particular
revenues or assets to specific bonds or notes The bonds are
subject to mandatory sinking fund requirements and may be
redeemed at the Authority's option at various dates after
approximately 10 years from the date of issuance at prices
ranging from 103 percent to 100 percent of par value. Any
particular series contains both term bonds and serial bonds which
mature at various dates.

The noles payable of 516.0 million bear a variable interest rate
based upon an index, and is reset periodically

The Authority's revenue bonds and notes outstanding at June 30,
1896 consisted of the following {in thousands);
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Series/ Maturity
Issue Date Rates Through Outstanding
Housing Revenue Bonds:
1986 A&B 9/86 725t085 2017 % 2,575
1888 AKB 2/88 68toB825 2018 10,245
1989 A, B&C 8/89 7ito785 2020 13,850
1992 A 1192 520685 2012 66,000
19928,C, D 4/92 5Bto72 2022 71,810
1993 ABB 10/93 35to565 2023 73,145
1993 C 1283 40105875 2019 139,670
1995 A&B 7/95 391065 2026 51,700
429,285
Heme Ownership Revenue Bonds:
1985 | 6/85 84t 8125 2012 9,669
1885 1l 12/85 B45%9.125 2010 1,380
1886 A 8/86 7408125 2016 6,540
1986 B 11/86 62107375 2017 25,565
1987 A 5/87 7310775 2014 6,365
1887 B&C 887 730785 2016 21,520
1987 D&E 12/87 7451079 1996 - 280
1988 A&B G/88 70t80 2000 4,380
1988 C B/88 74078 2003 5,050
1988 D 10/88 71078 2005 19,160
1988 A 5/89 685t075 2017 19,825
1989 B&C 10/89 70to785 2021 60,368
1980 A&B 5/90 685t080 2020 66,755
1980 DAE o/90 68t080 2021 42,140
1991 A&B 12/90 66510785 2024 64,470
1991 1,2&3 7191 60to7.2 2022 66,840
1992 A&B 3/92 55t07.1 2023 81,565
1692 1.2 6192 5306875 2024 84,206
1994 A&B 4/94 4410875 2025 79,215
1895 AZB 1/95 5471 2025 121,420
1986 ALB 3/96 40to 615 2027 75,000
861,812
Horme Ownership Revenue Bonds (Taxable):
1989 A 7188 98 2019 2,745
1985 C,D&E 5/95 4510745 2026 98,805
19395 F,G&H 9/95 42107875 2026 70,000
172,650
Business Development Bonds:
1988 3-6 Various 7.625t08.0 2003 1,660
1989 1,3-9,1112,17
19-22,28 & 29  Various 66to 80 2014 16,950
1990 1-4, 8 Various 69t0775 2010 4,650
1991 1-6 Various 57t705 2006 8,465
1994 1-4 Various Variable 2014 10,310
1895 1-2,4-9  Various Variable 2015 18,985
61020
Notes Payable Various Variable 1998 16,042
Authority's Total Revenue Bonds and Notes $1,540,809
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Authority’'s Spacial Obligation and Subordinatsd Spacial
Obligation Bonds

The Authority’s Special Obligation and Subordinated Special
Obligation Bonds are special limited obligations of the Autharity
and are collateralized by the revenues and assels of each bond
resolution.

The subordinated bond R-1 is a special abligation of the Authority
issued to the State Investment Board for the purpose of providing
funds to purchase home improvement foans under the Housing
Rehabilitation Loan Program. The bond is expressly subordinate
to the payment of all Housing Rehabilitation Loan Revenue Bonds
now or at any time outstanding under the general resolution. The
principal and interest on the bond are payable solely from a
subordinated pledge of the revenues and assets of the Housing
Rehabilitation Programn Funds,

The subordinated bond R-2 is a special obligation of the Authority
issued to the Firstar Trust Company and is collateralized by a
subordinated pledge of the revenues and assets of the Housing
Rehabilitation Loan Program.

Special obligation and subordinated special obligation bonds at
June 30, 1996 consist of the following {in thousands);

Series/ Maturity
Issue Date Rates Through Outstanding
Housing Revenue Bonds:
1934 1194 7410925 2024 $ 11,858
Housing Rehabilitation Loan Revenue Bonds:
R-1 879 50 1996 4,880
R-2 11/88 None 1996 1
4,881
Home Ownership Revenue Bonds:
1993 A 6/92 441065 2025 83,805
1994 C&D B/94 44510665 2025 49,370
1854 E&F 12/94 52t0 755 2026 29,855
163,030
Home Ownership Revenue Bonds (Taxable):
1993 B 4193 545t074 2017 24,619
Heme Improvement Revenue Bonds:
1988 A 11/88 7010775 2006 6,705
1890 A&B 4/90 71079 2008 4,560
1892 ASB 5/92 5375t70 10 5,055
16,320
Total Special and Subordinated Obligation Bonds $ 220,708
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As of June 30, 1996, debt service requirements for principal and
interest of the Authority's revenue bonds and special obligation
bonds were as follows (in thousands):

Fiscal Year
Ended June 30 Principal Interest Total
1997 $ 62724 % 114833 % 177,557
1998 48,105 111,821 159,926
1959 43,523 109,470 152,993
2000 42,012 107,266 149,278
2001 42,322 104,564 146,886
Thereafter 1,522 831 1,447,260 2,970,041
Total 1,761,517 1,995,214 3,756,731
Lass: Deferred

Refunding Amount {980) {8B0)

Total $ 1,760,537 § 1,995,214 § 3,755,751

Under a Business Davelopment Program and a Beginning Farmer
Program, revenue bonds are issued which do not constitute
indebtedness of the Authority within the meaning of any provision
or limitation of the Constitution or Statutes of the State of
Wisconsin, They do not constitute or give rise to a pecuniary
liability of the Authority or a charge against its general credit
They are payable solely out of the revenues derived pursuant to
the loan agreement, or in the event of default of the loan
agreement, out of any revenues derived from the sale, releasing
or ather disposition of the morigaged property. Therefore, the
bands are not reflected in the financial statements. As of June
30, 1996, the Authority had issued 100 series of such bonds in an
aggregate principal amount of $62 3 million for economic projects
in Wisconsin,
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C. University of Wisconsin System

Bonds payable included in the University of Wisconsin System's
Plant Funds at June 30, 1996 consist of general obligation bonds
of $7285 million; Wisconsin University Building Corporation
bonds with an culstanding balance of $0.4 million maturing in the
years 1997 - 1989 and the Wisconsin State College Building
Corporation bonds recorded in the amount of $1.4 milion
maturing in 2001

Debt of these corporations are general obligations of the
corporations, but not of the State  Revenues pledged to the
repayment of these bonds are derived through lease-rental
agreements between the University of Wisconsin System and the
corporations

On June 30, 1996, fulure principal payments on bonds payable of
these corporations were as follows (in thousands):

Fiscal Year

Ended June 30 Total
1997 $ 506
1898 458
1989 417
2000 450
Total $ 1,842
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D. Refundings and Early Extinguishments
Refunding Provisions of GASB Statement No. 23

The State has applied the provisions of GASE Statement No. 23.
*Accounting and Financial Reporting for Refunding of Debt
Reported by Proprietary Activities” during fiscal year 1996 This
Statement requires proprietary activities o adopt cerain
accounting and reporting changes for both current refunding and
advance refunding resulting in defeasance of deb!. GASB
Statement No. 23 permits, but does no! require, retroactive
application of its provisions. The State has chosen not to apply
the provisions retroactively to previously issued financial
statements.

In February 1986, the State paricipated in a refunding (1996
Series 1) of general obligation debt that fall within the provisions
of GASB Stalement No. 23. The State is amorlizing these
defarred amounts over a period of approximately 19 years, using
the straight-line method. Below are the Gross Deferred Amounts,
Amortization of Deferred Amounts, and the Qutstanding Deferred
Amounts for the two funds impacted:

1986 Net
Gross Amortization Deferred
Deferred  of Deferred Amount
Amount Amount Cutstanding
Facilities Operations
and Maintenance $ 248517 5 4808 5 243,709
University of
Wisconsin System 4,898,210 36,727 1,861,483
$ 2,146,727 S5 41,535 $2,1085,192

Current Year Refundings/General Obligation Bonds

In October 1895, the State issued $42.9 million of general
obligation bonds (1995 Series 2), the proceeds of which were
deposited in the Bond Security and Redemption fund to be used
for a replacement refunding {(po change in cash flows nor an
economic gain or loss resuited), whereby the bond proceeds
replace a portion of the moneys available o redeerm cerain of the
State's outstanding general obligation bonds previously issued for
the purpose of veterans housing loans, including {in millions):

1976C Series s 8
1978C Series 10
19858 Series 408
19935 Series A
19936 Series 2
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In February 1996, the State issued $104 8 million of general
ohligation refunding bonds (1996 Series 1), the proceeds of which
were deposiled in an escrow account te provide for future debt
service reguirements on $189 3 million of the 1995A general
obligation bonds autstanding at the time of the refunding As a
result, the bonds are considered defeased and the associated
liability removed from the financial statements The refunding
resulted in decrease in totai debt service payments by $4 0 million
and an economic gain of $3.0 million

Prior Year Refundings/General Obligation Bonds

in February 1995, the State issued $157 million of general
obligation bonds {1995 Series 1) for the purpose of replacement
refunding certain outstanding general obligation bond principal
amounts due May, 1995 The bonds had previsusly been issued
for the purpose of veterans housing loans. This refunding
allowed moneys available in the amount of $157 million to be
used to originate veterans housing loans

In September 1994, the State issued $10.4 milion of genaral
obligation refunding bonds {1994 Series 3), the proceeds of which
were deposited in an escrow account to provide for the future
debt service requirements on the 1983 Series A general
obligation bonds cutstanding at the time of the refunding As a
resuit, the bonds are considered defeased and the associated
liability removed from the financlal statements On June 30,
1988, the outstanding principat was $10 4 million.

in March 1994, the State issued $106.6 million of general
obligatien refunding bonds (1994 Series 1) and $58.5 million of
general obligation refunding bonds (1994 Series 2) the proceeds
of which were deposited In an escrow account to provide for the
future debt service requirements on $136.3 million of various
general obligation bonds  As a result of the refunding, the bonds
are considered defeased and the associaled liability removed
from the financial statements. On June 30, 1996, the outstanding
principal on these defeased bonds was $95 4 million.

In October 1993, the State issued $20.0 million of general
obligation refunding bonds (1993 Series 6), the proceeds of which
were used for a replacement refunding, whereby the proceeds
replace a portion of moneys that are available to be used to
redeem certain general obligation 1985 Series B that were used
for the purpose of velerans housing loans. Pursuant to a special
redemption provision, the State redeemead certain 1985 Series B
bonds allowing moneys on hand and atiributable to those bonds
to be used to originate veterans housing loans,

In December 1993 the State issued $135 3 million of general
obligation refunding bonds {1993 Series 5), the proceeds of which
were deposiled in an escrow account to provide for the future
dabt service requirerments on $133 7 million of various general
objigation bonds. As a result of the refunding, the bonds are
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considered defeased and the associated lability removed from
the financial statements. On June 30, 1996, the cutstanding
principal on these defeased bonds was $98 0 million

In December 1993, the State issued 3776 million of gensral
obligation refunding bonds (1993 Series 4), the proceeds of which
were deposited in an escrow account to provide for the future
debt service requirements on $76 0 million of various general
obligation bonds outstanding at the time of the refunding. As 3
result of the refunding, the bonds are considered defeased and
the associated liability removed from the financial staterments. On
June 30, 1998, the oulstanding principal on these defeased
bonds was $10.2 million,

In August 1993, the State issued $302.0 million of general
obligation refunding bonds {1993 Series 3), the proceads of which
were deposited in an escrow account to provide for the future
debt service requirements on $271.9 million of various general
obligation bonds outstanding at the time of the refunding As a
rasult of the refunding, the bonds are considered defeased and
the associated Hability removed from the financial statements. On
June 30, 1996, the outstanding principal on these defeased
bonds was $84 2 miflion.

In March 1993, the State issued $137 5 mitiion of 19932 general
obligation refunding bonds, the proceeds of which were deposited
in an escrow fund fo provide for the future debt service
requirernents on $126.0 million of various general ohligation
bonds cutstanding at the time of the refunding. As a result of the
refunding, the bonds are considered defeased and the associated
tiability removed frem the financial statements. On June 30,
1996, the outstanding principal on these defeased bonds was
$70.0 million.

In January 1983, the State issued 52801 million of 18931
general obligation refunding bonds, the proceeds of which were
used for refunding $2599 of various general obligation bonds
outstanding af the time of the refunding As a result, these bonds
are considered to be defeased and the liability removed from the
financial statements. On June 30, 1996, the outstanding principal
on these defeased bonds was $233 0 million.

On March 1, 1992, the State issued 354489 million in genera!
obfigation refunding bonds with an average inlerest rate of 6,16
percent to advance refund certain general cbligation bonds, The
net proceeds of 3440 0 million were used o purchase stale and
local securities which were deposited in an irrevocable trust with
an escrow agent lo provide for all future debt service payments
As a result, these bonds are considered to be defeased and the
liability removed from the financial statements. On June 30,
1896, the oulstanding principal on these defeased bonds was
$323 2 million.
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On May 1, 1988, the State issued general obligation bonds in the
present valug amount of $420 1 million for the purpose of
refunding $378.8 million of various general obligation bonds
outstanding at the time of the refunding. The outstanding
principal at June 30, 1996, for these defeased bonds was $27.0
miliion.

At June 30, 1996, approximately $1,868.7 milion of general
obligation bonds, defeased in prior years, are not included as a
liability in the accompanying fnancial statements

Prior Year Refundings/Revenue Bonds
Primary Government
Clean Water Fund Revenue Bonds

In September 1993, the Clean Water Fund defeased a portion of
the 1991 Serles | Revenue Obligation Bends by placing proceeds
in an imevocable trust to provide for all future debt service
payments on the old bonds Accordingly, the liability for the
defeased bonds has been removed from the Fund's balance
sheet as of the date of the defeasance. On June 30, 1996, $73 8
million of the bonds are considered defeased

Transportation Revenue Bonds

in 1994, $114 7 million of the 1983 Series A Transporation
Revenue Bond proceeds were applied to the padial refunding of
previously issued Transportation Revenue Bonds, 1986 Series A,
1988 Series A, 1989 Series A, 1591 Series A, and the 1892
Series B, with an cutstanding principal balance of $105 2 miflion.
I order to provide for the refunding, a portion of the proceeds of
the 1993 Series A Bonds along with associaled assets transferred
from the refunded bonds were used to acquire direct obligations
of the United Stales and certain other government securities to
pay the principal, interest and redemption price an the refunded
bonds at redemption or maturity  Accordingly, these bonds are
considered to be defeased and are not included in the
accompanying financial statements. On June 30, 1986, 51052
miilion of the bands are considered defeased.

In 1893, $1366 million of the 1992 Series A Transportation
Revenue Bond proceeds were applied to the partiat refunding of
previously issued Transportation Revenue Bonds, 1986 Series A,
1988 Series A, 1989 Series A, and the 1981 Series A, with an
outstanding principat balance of $126 8 million A portion of the
proceeds of the 1992 Series A Bonds along with associated
assets transferred from the refunded bonds were used to acquire
direct obligations of the Unlled States and certain other
government securities to pay the principal. interest and
redemption price on the refunded bonds at redemption or
maturity  Accordingly, the above bonds are considered to be
defeased and are not included in the accompanying financial
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statements. As of June 30, 1998, the remaining outstanding
defeased principal is $126.8 million.

in prior years, a portion of the 1986 Series A bond issue was
used to defease the 1984 revenue bond issue of $65.0 million.
The securities were deposited in an krevocable trust with a
trustee to provide for all future debt service paymenis on the
Series A 1884 Transportation Revenue Bonds. Accordingly, the
liability refating to the defeased bonds and the related trust
accounts are not included in the financial statements. On June
30, 1986, $26.0 million of principal is outstanding.

At June 30, 1996, the amount of outstanding defeased
Transportation Revenue Bond debt is $258 0 mitlion.

Wisconsin Education Revenue Bonds
Guaranteed Student Loan Program

In prior years, the Guaranteed Student Loan Program {GSL)
entered into a Loan Purchase Agreement for the purchase of the
Direct Student Loan Portfolio. The sale resulted in the Program
receiving an amount equal to par plus a 1.6 percent premium on
$31.0 million of loans and par for the remaining $7.3 miliion
balance in the portfolio I the loan documentation is not
adequate to obtain reimbursement under the insured provisions of
the loan purchase agreement, the Bank has recourse from the
bond portfolio of the State

Proceeds from the sale of the loans along with proceeds from the
liquidation of the investmenis totaling $1046 million were
irrevocably placed in accounts to fund the scheduled principal,
interest and redemption premium payments on certain revenue
bonds For financial reporting purposes, the transaction is
accounted for as an in-substance defeasance and, accordingly,
the revenue obligation bonds along with related investrments are
removed from the balance sheet

Component Units

Wisconsin Housing and Economic Development Authority

The Authority defeased Insured Mortgage Revenue Bonds
payable aggregating $48.4 million and sold the related Insured

Mortgage Loan portfolio on March 1, 1990, As of June 30, 1995,
the remaining outstanding defeased debt was $39.7 millien
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Early Extinguishments
Component Units

Wisconsin Housing and Economic Development Authority

During 1986, the Wisconsin Housing and Economic Development
Autharity (the Authority) redeemed early various oulstanding
bonds according to the redemption provisions in the bond
resolutions. These redemptions resulted in extraordinary losses
due to the write-off of remaining unamorlized deferred debt
financing cosis and, in certain instances, the payment of an early
redemption premium. A summary of these early redemptions
follows (in thousands):

Extraordinary

Redemgptions Losses
Bond issuae 1996 1996
Heme Ownership Revenus
Bond Resolutions:

1987 $ 15860 3§ -

1988 55,095 -

All Other 25,060 42
Housing Revenue Bonds 35,280 -
State of Wisconsin Programs 1,465 20
General funds 1,620 -

E. Arbitrage Rebate

The Tax Reform Act of 1986 requires that governmental entities
issuing tax-exempt debt subsequent to August 1986, calculate
and rebate arbitrage earnings to the federal government
Specifically, the excess of the aggregated amount earned on
investments purchased with bond proceeds over the amount that
would have been earned if the proceeds were invested at a rate
equal to the bond yield, is to be rebated to the federal
government

During Fiscal Year 1998, arbitrage caleulations were performed
on the Department of Transportation's 1988 Saties A and 1988
Beries A revenue bonds. The arbitrage lability at June 30, 1996
was determined to be approximately $1.0 million for the 1988
Series A, and $.2 million for the 1989 Series A revenue bonds.

45

F. Moral Obligation Bebt

Through legislation enacted in 1994, the State authorized the
creation of local exposition districts.  These districts are
authorized to issue bonds for costs related to an exposition
center, and if the Slate determines that certain conditions are
satisfied, the State may have a morai obligation to appropriate
moneys to make up deficiencies in the districts reserve funds that
secure up to $200 million principal amount of bonds  To date,
one such district has been created, and it has issued $120.8
miltion of bonds that are subject to the moral obligation.

G. Line of Credit Agreement

The State has, as pant of the working bank conlract, a letter of
credit agreement with the Firstar Bank of Milwaukee, Milwaukes,
Wisconsin under which the Bank has agreed to provide to the
State an open line of credit in the amount of $50 0 million. The
agresment provides for advances in anticipation of bond issuance
proceeds. As of June 30, 1996, $50 0 million was unused and
available.
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NOTE 7. LEASE COMMITMENTS

The State leases office buildings, space, and equipment under a
variety of agreements that vary in lease term, many of which are
subject to appropriation from the State Legislature to continue the
lease commitment If such funding, ie., through legislative
appropriation, is judged to be assured, and the likelhood of
canceflation through exercise of the fiscal funding clause is
remote, leases are considered noncancelable and reported in the
General Long-term Debt Account Group or appropriate
proprietary fund or university fund types,

A. Capitai Leases

Capital lease commitments for the governmental fund types are
reported in the General Long-term Debt Account Group and the
related assets are reported In the General Fixed Assets Account
Group. Capital lease commitments for proprietary funds are
reported as liabilities of those funds. The related assets along
with the depreciation are also reported in those proprietary funds.
Capital lease commitments for the University of Wisconsin
System are reported in the University of Wisconsin System
financial statements.

Assets acquired through capital leases are valued at the fower of
fair market value or the present value of minimum lease
payments at the inception of the lease. The following is an
analysis of General Fixed Assets and proprietary fund type assels
leased under capital ieases as of June 30, 1996 (in thousands):

Internal
General Fixed Enterprise  Service
Assets Funds Funds
Buildings and
Improvements $ 619 & ]
Machinery and
Equipment 13,091 168 53,617
Less: Accumutated
Depreciation {87) (34,144)
Carrying Amount $ 13,710 $ 82 § 19473

The following is an analysis of the gross minimum lease
paymenis along with the present value of the minimum lease
payments as of June 30, 1996 for capital leases (in thousands):
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General Long-tarm University of
Debt Account  Propristary  Wisconsin
Fiscal Year Group Funds System
1997 $ 3577 $ 9124 § 6538
1998 3,264 6,539 4,731
1999 1,334 3,668 3472
2000 730 1,381 2,320
200t 594 589 1,480
Thereafter 893 2,407
Total minimum
future paymerts 10,392 21,31 20,950
lL.ess: Executory costs {99) {H
Less; Interest (1,388) {2,208) (3,718)
Present value of
net minimurn
lease payments $ B8905 5 19,403 § 17,232

Master Lease Program

Under the Master Lease Program, the Department of
Administration entered into a Master Lease Agreement with
Firstar National Bank, NA, Milwaukee, Wisconsin, on September
30, 1992 Lease/purchase payment obfigations under the Master
Lease Agreement are not general obligations of the Stale, but are
payabie from appropriations of State agencies participating In the
Master Lease Program, subject to annual appropriation. The
interest component of each lease/purchase payment is subject to
a separate determination. During the year the program operated
axclusively on a 80 day variable interest rate basis. Equipment
acquired and outstanding on June 30, 1996 consisted of:

Blended Average
Egquipment Balance interest Life
Schedules Due Rate {Weighted Term)
160 $43,157,200 6.107% 1.47 Yrs.

The assets acquired and corresponding obligations are reported
in the General Fixed Asset Account Group and the General Long-
term Debt Account Group respectively, or in the fund acqguiring
the equipment.
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B. Operating Leases

Operating leases, those leases not recorded as capital leases as
required by FASB Statement No. 13, are not recorded in the
balance sheat These leases contain various renewal options,
the effect of which are reflected in the minimum lease paymenis
only if it is considered that the option will be exercised. Certain
other operating leases contain escalation clauses and contingent
rentals which are not included in the calculation of the future
minimum lease payments. The Stale has adopted the operating
lease scheduled rent increase provisions of FASE Statement No.
13 prospectively. Operating lease expenditures/expenses are
recognized as incurred or paid

Governmental and proprietary fund rental expenditures/expenses
under operaling leases for Fiscal Year 1996 were $27 2 milllon.
Of this amount, $26 8 million relates to minimum rental payments
stipulated in lease agreements, $0.4 million relates to contingent
rentals, and $108 thousand subrental payments. The University
of Wisconsin Systemn operating lease expenditures totaled $20 5
million for Fiscal Year 1996,

The following is an analysis of the future minimum  rental
payments due under aperating leases (in thousands):

Governmental
and University of
Proprietary Wisconsin Componsnt

Fiscal Year Funds System Units
1997 3 25836 3 4,842 3 671
1998 20,292 4,479 39
1959 14,836 2,798 32
2000 10,007 1,776 1
2001 6,675 1,392
Thereafter 14,077 5,176
Minimum lease

payments $ 91,724 § 20,463 5 743
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NOTE 8. INSTALLMENT PURCHASES

instaliment purchase liabilities for the govammental fund types
are reported in the General Long-term Debt Account Group and
the related assels are reporled in the General Fixed Assets
Account Group. Instaliment purchase labilities for proprietary
funds are reported in those funds. The related assets along with
the depreciation are also reported in those proprietary funds,

The following is an analysis of the gross minimum installment
payments along with the present value of the minimum
instaliment payments as of June 30, 1996 for Instalmant
purchases (In thousands);

General
Long-term University of
Debt Account  Proprietary  Wisconsin
Fiscal Year Group Funds System
1997 $ 1489 $ 150 3 824
1998 808 172 182
1889 373 163 28
2000 205 117 28
2001 3 110 22
Thereafter 149

Total minimum

future payments 2,878 861 1,086
Less: Interest {159) (138} (34)
Present value of net

minimum instaliment

payments 2 2719 3 722 $ 1,051
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NOTE 9. SEGMENT INFORMATION AND CONDENSED FINANCIAL DATA
Primary Government

The State maintains 26 enterprise funds which are intended lo be self-supporting through user fees charged to the public. Financial
statement information as of and for the year ended June 30, 1996 is presented below {in thousands):

Health Local
Mental Developmental Insurance Government
Home for Health Disabilities Risk Sharing Property
Vaterans Institutes Centers Lottery Plan Insurance
{1} {2} {3} {4} (5) {6}

Operating revenues:

Total revenues § 36443 $ 29879 $ 118,974 $482213 § 43267 § 8988

Revenues from sales/services provided

to other GAAP funds - - - o - -
Depreciation, depletion and

amortization expense 2,155 1,778 3,238 620 1 1
Operating income or loss 1,946 {37,762} 185 147,693 (527} 1,527
Operating grants, entitlernents, and

shared revenues 10 112 172 - - -
Operating interfund transfers:

In 23 32,364 362 - - -

Out 553 196 2,341 13,191 - -
Extraordinary gain {loss) - - — - - -
Net income {loss) 1,678 {3,961) {974) {13,963) (88) 616
Current capital;

Contributions 1,079 8,625 1,739 51 - -

Transfers In - - - - - -

Transfers Out - - - 65 - -
Property, piant and equipment:

Additions 1,247 8,670 1,975 300 5 -

Daletions 383 1,481 370 261 ~ -
Net working capital (current assets less

current Habilities) 4,194 {9,453) {2,655) 52,042 8,488 15,653
Total assels 35,382 50,259 59,204 298,772 18,579 29,840

Bonds and other material long-term
liabilitles outstanding:
Amounts payable solely from
operating revenues - 96 — 204,572 8,503 6,889
Amounts potentially payable
from other sources - - - - - -
Total equity 31,974 24,624 43,671 46,218 (9 18,741

Description of Programs
{1}  Nursing home care for veterans and their spouses.
{(2)  Diagrosis, care and treatment of individuals with mental and emotienal disturbances (two institutes)
(3)  Services provided to developmentally disabled citizens (three centers)
(4)  State managed lottery activities used to provide property tax relief.
(5) Medical insurance provided to Wisconsin residenis under sixty-five who are unable to obtain private coverage
{6) Propery insurance coverage provided o local governments
{7} State sponsored life insurance.
(8) Excess medical malpractice insurance for Wisconsin health care providers
{9)  Government Employe Benefit Plans include:
income Continuation Insurance - disabllity benefits for government employes
Duty Disability - Compensation for duty-related disabilities of goverament employes
Health Insurance - Group heaith insurance for government employes.
Long Term Disability Insurance - Long term disability benefits for government employes
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Government Veterans Veterans Wisconsin
Employe Mortgage Mortgage Education
State Life Patients Benefit Clean L.ean Revenue Revenue
Insurance Compensation Plans Water Repayment Bonds Bonds Other Total
{n ‘ {8) (8) (10) (11) {12) (13} {14)

$ 8208 8§ 77,09 $ 418,274 $ 18,322 $ 37,263 3 45 5 1,304 $ 31,849 $1 .312.122
- - 350,504 - - - - 1,143 351,647
52 18 - 1,710 38 - - 904 10,513
693 7.611 25,205 (8,278) (1,319 (N 105 (64) 137,016
- - - 2,083 - - — - 2377
- - - - 747 100 - 1,333 34,930
- - - - 427 - - 4,611 21,321
- — - - 104 - - - 104
693 7.617 25,205 324 5,449 108 126 {1,973) 20,858
- = - 26,923 - - - 200 38,618
- - - 12,000 - - - 5 12,005
- - - - o - - - 65
21 - - 17 54 - - 3,430 16,718
- 1 - &0 - - - 322 2,877
6,451 17,610 232,863 128,870 114,580 236 147 16,890 585,126
64,009 336,177 265,723 862,613 674,151 580 10,573 97,161 2,803,063
49,498 379,338 205,782 - 524,597 185 - 13,774 1,393,252
- - - 357,370 - - 8,502 - 365,872
13,875 {50,201 27,081 495,398 133,648 374 1,629 70,931 857,954

(19)  Funding for clean waler projects.

{11)  Issuance and administration of veteran's first morigage loans.

(12}  Bond proceeds used to provide veteran's loans to finance residential housing

{13}  Health education loans provided to full-time medica) and dental students and eligible residents.

(14)  Other funds include: State Fair Park - State Fair Exposition Center revenues and operations; Institutional Farm Operations - Funds
associated with employing inmates in agriculturat activities: Institutional Canteen Operations - Sate of goods for the use of
institulionalized patients and inmates; State Nursery Operations - Reforestation of State lands and public sale of nursery stock;
Wisconsin Natural Resaurces Magazine - Subscription sales and publication; Veterans Trust - Various programs for veterans, including
loans and grants; Wisconsin Public Broadcasting Foundation - Raises funds for the Wisconsin Educational Communications Board

53

PART II A-55



State of Wisconsin Notes to The Financial Statements

GComponent Units
Significant financial data for the State's two component units for the year ended June 30, 1886 is presented below {in thousands):

Wisconsin Housing Wisconsin Health

and Economic Care Liability
Development Authority Insurance Plan Total
Condensed Balance Sheet
Assets:

Current Assets $ 426,447 3 166,560 583,407

Long-term Receivables 1,622,173 1,622,173

[eferred Charges 17,325 17.325

Fixed Assets 4,888 4,888

Other Assets 89,162 89,162
Total Assets 3 2,159,985 3 166,960 2,326,955

Liabilities:

Current Liabilities $195,948 3 5111 201,059

Due to Primary Government 8 8

Future Benefits and Loss Liability 138,660 138,660

Bonds and Notes Payable 1,760,537 1,760,537
Total Liahilities 1,956,485 143,779 2,100,264

Equity:

Retained Earnings 203,510 23,181 226,691
Total Equity 203,510 23,181 226,691
Total Liabilities and Equity $ 2,159,895 5 166,960 2,326,855

Condensed Statement of Revenues, Expenses and Changes in Retained Earnings
Operating Revenues 3 135,107 3 17,274 152,381
Operating Expenses:

Depreciation 502 502
Other 203,294 8,251 212,545
Operating Income {Loss) {68,689) 8,023 (60,666)
Other Nenoperating Revenues {(Expenses) 85,171 85,171
Net income Before Extraordinary ltem 16,482 8,023 24,505
Extraordinary ltem {62} {62}
Net Income 16,420 8,023 24,443
Retained Earnings-Beginning of Year 187,090 15,158 202,248
Retained Earnings-End of Year $ 203,510 3 23,181 226,691
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NOTE 10. INTERFUND ASSETS/LIABILITIES Due from Dus to
Fund Other Funds Other Funds

Interfund assets and liabilities at June 30, 1996 consist of the

following {in thousands); Northem Developmental

A. Due from/to Other Funds: Disabilities Center 422
Southern Developmental
Due from Other Funds $ 287,158 mz;ii:i‘::f;;mer 280
Due to Other Fund
ue to er Funds 287,158 Operations 40 42
Due from/to Other Funds represent short-term interfund accounts lnosla:t;::r:\f Canteen 5 65
receivabie and payable. The totals of Due from/to Other Funds at par s :
. . State Nursery Operations 287 250
June 30, 1996 by individual fund were as follows (in thousands): .
Wisconsin Natural Resource
Due frem Due to Magazine 320 7
Fund Other Funds Other Funds Lottery 985 12,058
Heaith Insurance Risk
General 80,800 93,308
} ¥ $ Sharing Plan 2,081 2,052
Special Revenue: Local G ¢ Property
Transportation 1,018 25,060 ocal Lsovernment Fiop
. Insurance 3,235 2
Conservation 2,778 7,362 .
. State Life Insurance 18
Wisconsin Heaith .
. Patients Compensation 52
Education Loan X .
income Continuation
Repayment 26 27
Work Iniu Insurance 10,377
1y Duty Disability 3,165 1,122
Supplemental Benefit 1 -
. Long Term Disabiiity
Uninsured Employers 1 34
o Insurance 1,327
Mediation 39 5
, . Healith Insurance 238 68
Agrichemical Management 48 235
Clean Water 125 615
Employe Trust Fund
- . Veterans Trust 14 155
Adrinistration 2 571 Veterans Mortgage Loan
Petroleum Inspection 9,548 1.494 gag
. Repayment 223 149
Environmantal 5,318 1,770 N .
) Wisconsin Education Revenue
Recycling 14,577 6,458
) Bonds 402
Debt Service: . N " .
! Wisconsin Public Broadeasting
Band Security and Foundation 2 329
Redemption 3,553 468 X
. , Internal Service:
Capital Projects: o
o Services to Nonstate
Building Trust 64 .
) Governmental Units 188 B
Capital improvement 2,114 1,202 \
Transportation Revenue Materials and Services
Bon;s 27 to State Agencies 570 297
. Fleet Services 1,274 75
Enterprise: - s
A Building Construction
State Fair Park 3 1,159 .
Home for Veterans 2 1,305 Services 2,609 118
' Printing and Other Services 2,164 241
Mendota Mental
. State Telephone System 4315 200
Health Institute 1,434 1,288 . . .
Financial Services 315 223
Winnebago Mental .
. Risk Management 214 177
Health Institute 1,101 1,365 o i
Central Developmental Facilities Operations
d Maint 1,9 2,901
Disabilities Center 148 449 and Manienance 0
Continued
{Continued) ( )
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Due from Bue to
Fund Other Funds Other Funds
Information Technology
Services 5,108 448
Terminal Charges 184
Institutional Power Plant 382 372
Central Warehouse 575 15
Badger State Industries 1,693 265
Expendable Trust:
Petroleumn Violation 401
Unclaimed Property
Program 10
Accumutated Sick Leave 23,865
Employe Reimbursement
Accounts 428
Life Insurance 5
Comman School income 515
Unemployment Insurance
Reserve 328 713
Nonexpendable:
Common School 1
Historical Society 12 110
Pension:
Fixed Retirement
Investment 25,475 71,644
Variable Retirement
investment 2,130 1,256
Speciat Death
Benefits ‘ 169
Palice and Firefighters 13,674
Agency:
City of Milwaukee Retirement
System 8,963 2
Inmate and Resident 463 139
University of
Wisconsin System ., 44,329 44 526
Total §287 158 $287,158
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B. Due toffrom Component Units

Receivables and payables between funds and component units at
June 30, 1996 were as follows (in thousands);

Due from Dus to
Component Primary
Fund/Compaonent Unit Units Government
Enterprise Fund: 3 b1
Patients Compensation 8
Component Unit:
Wisconsin Health Care
Liability Insurance Plan 8
$ B $ 8
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C. Interfund Loans Receivable/Payable

interfund Loans Receivable
interfund Loans Payable

$ 589,375
§ 599,375

Interfund Loans Recelvable/Payable reprasent loans from cne
fund to another to cover cash overdrafts.
receivable/payable at June 30, 1996 by individual fund were as

follows (in thousands):

Interfund loans

Interfund interfund
Loans Loans
Fund Receivable Payabla
General $ 53,690 $
Special Revenue:
Transportation 23,827
Wisconsin Health Education
L.oan Repayment 1
Employe Trust Fund
Adminlistration 37
Environmental Local
Assistance 21,570
Capital Projects:
Capita! Improvement 21,570
Transportation Revenue
Bonds 23,827
Enterprise:
Mendota Mental Health
Institute 7,752
Winnebago Mental Health
institute 9,847
Central Developmental
Disabilities Center 2,300
Northern Developmantal
Disabilities Center 1,880
Institutional Farm Operations 5217
Institutional Canteen
Operations 15
Internal Service:
Services to Nonstate
Governmantal Units 2,689
Materials and Services to
State Agencies 962
Fleet Services 18,233
Printing and Other Services 2,089
Terminal Charges 77
Badger State Industries 1,918
Expendabla Trust:
Accumulated Sick Leave 283,100
{Continued)

interfund interfund
l.oans Loans
Fund Recelvable Payable
Pension;
Fixed Retirement
Investment 500,252
Agency:
Milwaukee Retirement
Systems 237,15
Deferred Compensation
Plan 37
Total $ 599,375  § 599,375

D. Advances to/from Other Funds

Advances toffrorm: Other Funds represent long-term loans to one
fund from another fund. Advances at Juna 30, 1996 by individual
fund were as follows {in thousands):

Advances to  Advances from
Fund Other Funds Qther Funds

General 3 $ 8,000
Enterprise:
Local Government
Property Insurance £,000
internal Service:
State Telephone
System 3,792
information
Technology Services 3,792

Total $ 9,792 $ 9,792
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E. Investment in Variable Retirement Investment
Fund/Due Fixed Retirement investment Fund

The Fixed Retirement Investment Fund's share of combined stock
equity securities included in the Variable Retirement Investment
Fund is reported as “Investment in  Variable Retirement
Investment Fund® and “Investment Due Fixed Retirement
Investment Fund” The relaled asset and hability at June 30,
1886 by individual fund were as follows (in thousands):

Investment in investment Due
Variable Retirement  Fixed Retirement
Fund Investment Fund investment Fund

Fixed Retirement

Investment $ 19749230 $
Variable Retirement

Investment 19,749,230
Total § 19,748,230 $ 19,749,230
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NOTE 11. INTERFUND TRANSFERS
A. Residual Equity Transfers

Residual equity transfers in and out that occurred during Fiscal
Year 1986 were as follows (in thousands):

Residual Equity  Residual Equity

Fund Transfers in Transfers Out

General $ 38,100 5 1,474
Special Revenue:
Environmental
Recycling
Debt Service:
Bond Security and
Redemptiocn
Capital Projects:
Capital improvement
Enterprise:
Mendota Mental Health
Institute 113
Winnebago Mental Heaith
institute 111
Loltery 65
Clean Water 16,000 4,003
Internal Service:
Material and Services
to State Agencies
Information Technology
Services 183
Records Storage and
Microfilm Services 200
Printing and Other Services 1,779 257
University of Wisconsin System 15,000
Tetal Residual Equity Transfers 59,604
Transfer of Purchased Fixed
Assets from proprietary funds
to General Fixed Assets
Account Group 68
Total § 59604 $

1,250
21,100

4,600

16,000

1,505

58,536

59,604

Residual equity {ransfers to proprietary fund types are reported as
additions 1o contributed capital; those fom proprietary fund lypes
are reported as reductions of retained earnings or contributed
capital depending on whether the transfers represent a return of
contributions.  Transfers of purchased fixed assets from a
proprietary fund to the General Fixed Assets Account Group are
reported as a residual equity transfer out in the proprietary fund
type and as an asset in the account group Transfers of long-
term debt from a proprietary fund to the General Long-term Debt
Account Group are reporled as a reduction of the residual equity
transfer out of the proprietary fund and as a liability in the account

group
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B. Operating Transfers

Operating transfers in and out that occurred during Fiscal Year

1996 were as foilows {in thousands):

Operating Operating
Fund Transfers in  Transfers Out
General $ 28973 5 1,081,503
Special Revenue:
Transportation 557 21,137
Conservation 11,764 2119
Wisconsin Electlons Campaign 315
Petroleum Inspection 3,349 1,809
Environmental 1,809 28
Recycling 531 5,457
Debt Service:
Bond Security and Redemption 209,316 2,389
Transportation Revenue Bonds 1,077
Capital Projects:
Building Trust 1,855 481
Capital Improvement 2,553 2,334
Transportation Revenue Bonds 1,077
Enterprise;
State Fair Park 12 197
Home for Veterans 23 553
Mendota Menta! Health
Institute 18,185 92
Winnebago Mentai
Health Institute 14,180 104
Central Developmental
Disabilities Center 344 836
Northern Developmental
Disabilities Center 12 857
Southern Developmental
Disabilities Center ] 848
Institutional Farm Operations 687 5
Institutional Canteen
Qperations 245 213
State Nursery Operations 389
Lottery 13,191
Veterans Trust 100
Veterans Mortgage
Loan Repayment 747 427
Veterans Mortgage Revenue
Bends 100
Wisconsin Public Broadcasting
Foundation 4,096
{Continued)

Operating Operating
Fund Transfers In  Transfers Qut
Internal Service:
Services to Nonstate
Govermnmantal Units 152 21
Materials and Services
to State Agencies 308 100
Fleset Services 21 1
Printing and Other Services 353 54
State Telephone System 103
Financial Services 381
Facilities Operations
and Maintenance 4,441 1,348
Information Technology Services 100 3
Institutional Power Plants 49
Central Warehouse 9
Badger State Industries 1 20
Expendable Trust:
Patroleum Violation 1,441
Linctalmed Property Program 2,500
Other Trust 11
Nonexpendable Trust:
Common Schoo! 2,500
Historical Society 3]
Pension Trust:
Fixed Retirement Investment 19170 5,160
Variable Retirement
Investment 5,160 18,170
University of Wisconsin System 857,307 8,419
Total $ 1,186,548 $ 1,186,548
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NOTE 12. RESTATEMENTS OF BEGINNING FUND BALANCE/RETAINED EARNINGS AND
OTHER CHANGES

For Fiscal Year 1998, the following reclassifications and adjustments have resulted in beginning fund balance/relained earnings restatement
(in thousands):
Fiduciary
Govarnmental Fund Types Propriatary Fund Types  Fund Types
Special Deabt Capital Internal
General Revenue  Service Projects Entaerprise Service Trust

Fund Balances/Retained Earnings
June 30, 1895, as praviously
reporied $ (1,128,722) $313.768 3 405 §{22,952) § 54224 § {36,337) § 35283072

Restatements:

Restaterment for adjustment of
Capital Improvement Fund interest
allocation {(2,896) 1,101

Restatement to remove 1995 bond
proceeds reported in the Facilities
Cperations and Maintenance Fund {9.500)

Restatement of General Purpose Revenue
provided to the University of Wisconsin
System 22,259

Restatement to adjust for revenues
that should have been recognized in
Fiscal Year 1996 rather than 1885

Restatement to adjust for revenues earned
in prior year and previously reporied as
deferred revenue as of June 30, 1995

Restatement for Interest revenues and
interest expenditures undesreported and
accournts payabie overreported in prior year

Restatement for refinements in valuing
equipment inventory ($12 5 million) and
for underreporied capital {ease obligatoins
(54 5 million)

Other adjustments of assets and liabilities
as of June 30, 1935 166 (1,396) (739) (1,661)

Fund balances/retained eamings,
July 1, 1995, as restated $ (1,106257) $312371 § 405 $(35348) $ 54586 $(37,998) 5 35283,072

Effect of restatements on the amaount of

excess revenues and other sources over

expenditures and other uses or the amount

of the net income of Fiscal Year 1995 8 22465 § (1,396) § 0 5{(12386) 3§ 3\2 % (1661) & 0

Amounts reported for fixed assets as of July 1, 1995 in Note 4 have been restated from amounts previously repor{ed in the 1985
Comprehensive Annual Financial Report to reflect additional assets identified as existing at that date

Food stamps. reported in the Food Stamps and Commodities Fund, an agency fund, in the 1985 Comprehensive Annual Financial Report, are
now reported in the General Fund in accordance with GASB Staternent No. 24. Commodities at year end are reported in Note 1-1.
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University of Wisconsin System

Plant
Current Endowment Capital Retlramentof  Net Investment Component
Unrestricted Restricted Loan and Similar Projects indebtedness In Plant Units
$ 256,230 $ 53317 $152,634 3 143,709 3 5,628 $ 70,195 $ 2,892,040 $202,248
{8,455)
1,050
3,480
(16,983}
1,771
$ 248,826 § 53317 § 152634 $ 143,709 3 9,148 § 71968 § 2,875,056 $ 202,248
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NOTE 13. FUND EQUITY
The following schedule enumerates the components of Fund Equity of the various funds as of June 30, 1996 (in thousands):

Proprietary Fiduciary

Governmental Fund Types Fund Types Fund Types University of
" Special  Dabt Capltal Internal Wisconsin Component
General Revenue Service Projects Enterprise Service  Trust System Units Total
Contributed Capital $ $ 8 § $782,578 $22639 3 ] $ $ 805217
investment in Fixed
Assets 2,967,033 2,967,033
Retained Earnings:
Reserved for:
Future Benefils 13.875 4211 18,086
Market Value
Adjustments 28,786 28,786
Bonds 113,760 113,760
Linreserved 32,714 7.007 108,720 148,441
Fund Balances:
Reserved for:
Encumbrances 126,168 406,372 132,860 9,529 129,220 804,149
Inventory 11,159 15,750 45,469 72,378
Prepaid lems 155,898 9,768 2,389 15,054 183,109
Employe Benefits 33,184,283 33,184,283
Market Value
Adjustments 7,136,575 7,136,575
tnemployment
Compensation 1,603,812 1,593,912
Auxiliary Qperations 77,483 77,489
Hospital Operations 58,329 58,329
Restricted Funds 286,900 26,900
L.oan Funds 156,080 156,080
Endowment and
Similar Funds 181,979 181,979
Unreserved:
Designated for
University
Contingent Fund 3,766 3,766
Undesignated (1,211,738} (147,754) 7.009 (44,524) (1, 658,423} 38,263 (3.017,167)

Total Fund Equity $ (918,513) 284,136 57,000 § 88,336 $857 954 5 20,646 $40,268265 $3,699582 § 226,691 35 44,543,106
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NOTE 14. DEFICIT FUND BALANCES/RETAINED
EARNINGS

In addition to the General Fund, funds reporting a deficit fund
balance or retalned earnings position at Jure 30, 1996 are (n
thousands):

Special Revenue:
Wisconsin Health Education
Loan Repayment $ 2

Petroleum inspection 68,242
Environmental Local Assistance 21,644
Enterprise;
Home for Veterans 6,592
Mendota Mental Heaith institute 13,861
Winnebage Mental Health Institute 13,344
Northern Developmental Disabliities Center 12,279
Central Developmental Disabilities Center 10,931
Scuthern Developmental Disabilities Center 13,226
Institutional Farm Operations 3185
Health Insurance Risk Sharing Plan g
Patients Compensation 50,201
Duty Disability 128,250
Clean Water 22,157
Veterans Trust 33,518
intemal Service:
Sarvices to Nonstate Governmeanta! Units 1,255
Materials and Services to State Agencies 826
Risk Management 55,467
‘Terminal Charges 435
Institutional Power Plant 2,285
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NOTE 15. CONTRIBUTED CAPITAL

During the year, contributed capital increased by the following
amaunts {in thousands):

internal
Enterprise  Service
Clean Water. Fund - Environmentat
Protection Agency grant for State
revolving fund loans to municipalities § 26,923 3§
Clean Water Fund - Residual equity
transfers in from the Capital Improvement
Fund and the General Fund totaling
$16,000, iess retumn of contributed
capital to the General Fund of $4,000 12,000
Qther changes to contributed capital 11,695 1,552
Subtotal 50,618 1,652
Contributed capital, beginning of year 731,960 21,087

Contributed capital, end of year $ 782578 § 22639
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NOTE 16. RETIREMENT PLAN

The Wisconsin Retirement Systern (WRS) was established and is
administered by the State of Wisconsin to provide pension
benefits for State and local government public employes. The
WRS consists of the Fixed Retirement Investment Fund, the
Variable Retirement Investment Fund. the Special Death Benefils
Fund, and the Police and Firefighters Fund It is considered part
of the State of Wisconsin's financial reporting entity.

Plan Description

The WRS, governed by Chapter 40 of the Wisconsin Statutes, is a
cost-sharing multiple-employer retirernent system It provides
coverage to all eligible State of Wisconsin, local government and
other public employes. Any employe of a participating employer
who is expected to work at least 600 hours per year for at feast
one year must be covered by the WRS. The WRS membership
consists of 1,202 employers participating in the plan representing
total employe participants as follows:

Current employes:
Generaifteachers 218,578
Elected/executive/judges 1,488
Protective with social security 13,563
Protective without social security 2,644
Totat current employes 236,274
Terminated and vested participants 88,437
Retirees and beneficiarfes currently receiving benefits:
Retirement annuitants 82,333
Disability annuitants 5,279
Death beneficiary annuitants 1,386
Total annuitants 88,998
Total participants 413,709

Prior to January 1, 1980, benefits for WRS members were fully
vested at the time they met the participation requirements.
Effective January 1, 1830, a five year vesting requirement for
annuities is required. Employes who retire at or after age 65 (55
for protective occupation employes, 62 for elected officials and
State executive participants) are entitled to receive an unreduced
retirement benefit  The factors influencing the benefit are: (1) final
average earnings, {2} years of creditable service, and (3) a
formula factor

Final average earnings is the average of the participant's three
highest years’ earnings. Creditable service is the creditable
current and prior service expressed in years or decimal
equivalents of partial years for which a participant receives
earnings and makes comtributions as reguired. The formula factor
is 20 percent for executives, elected officials and protective
occupations with social security; 25 percent for protective
occupations without social security; and 1 6 percent for alt others
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Employes may retire at age 55 (50 for protective occupation
empioyes) and receive reduced henefits. Employes terminating
cavered employment before becoming eligible for a retirement
benefit may withdraw their contributions and forfeilt all rights to any
subsequent benefit

Accounting Policies and Plan Asset Matters

All assets of the retirement system are invested by the State of
Wisconsin Investment Board (the Board). The retirement fund
assets consist of shares in the Variable Refirement investment
Fund and the Fixed Retirement Investment Fund.  The Variable
Retirement Investment Fund consists primarily of equity securities.
‘The Fixed Retirement Investment Fund is a balanced investment
fund made up of fixed income securities and the Investment in
Variable Retirement Investment Fund. Shares in the Fixed
Retfirement  Investment Fund and the Variable Retirement
Investment Fund are purchased as funds are made available from
retirement contributions and investment income, and sold as funds
are needed for benefit payments and other expenses

The assets of the Fixed and Variable Retirement Investment
Funds are carried at market value with all market value
adjustments recognized in current operaticns. Investments are
revalued monthly to current market value. The resulting vaiuation
gains or losses are recognized as income, although revenue has
not been realized through a market-placa transaction,

Funding Status and Progress

The "pension benefit obligation” (PBO) amount is the standardized
disclosure measure of the present value of pension benefits,
adjusted for the effects of projected salary increases, estimated fo
be payabie in the future as a result of employe service to date
The standard measure is intended to help users assess the
funding status of the syslem on a going concern basis, assess
progress made in accumulating sufficient assets to pay benefits
when due, and for comparisons with other public employes’
retirement systems. The measure is independent of the actuarial
funding methed used o detemmine contributions to the plan.

The WRS does no! make a separate measurement of assets and
pension benefit obligation for individual employers. The pension
benefit obligation at Decemper 31, 1995 for the WRS as a whole
was 328,467 8 million The WRS's net assets available for
benefits on that date (valued at market) were $35,969.8 million,
leaving assets over pansion benefit obligation of $7.501 9 million
The State's contribution represents 28.6 percent of total
contribitions required of all participating entities.

The pension benefit obligation is based on an actuarial cost
method that assigns higher costs to the later years of a
participant's working life rather than the earlier years. The
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pension  benefit obligation recognizes a  relatively lower
accumulated benefit at any time in a participant's working fife and,
therefore. gives the appearance of a befter funded system by
defarring higher contributions until future years However, the
WRS's funding of the pension benefit obligation is based on an
actuarial cost methad which allocates the cost of benefits evenly
over the participant's working iife. The WRS's funding method
avoids increasing contribution rates as the system matures.

The pension benefit obligation was determined as part of an
actuarial valuation at December 31, 1995 Significant actuarial
assumptions used include:

a. A rate of return on the investment of present and future assels
of 8 0 percenl per year compounded annually;

b. Projected salary increases of 5.3 percent per year compounded
annually, attributable to inflation,

c. Additional projected salary increases ranging from 0.0 percent
to 80 percent per year, depending on age and type of
employment, attributable to seniority/fmerit; and

d. 2.9 percent annual post-retirement benefit increases.

Al December 31, 1995, the assets over pension benefit obligation
was $7,501.9 million determined as follows (in millions):

Retirees and beneficiaries currently receiving benefits  § 11,327.5
Terminated employes not yet recaiving benefits 1,308.3
Current employes:
Accumulated employe contributions including
allocated invastment income 8,187 8
Employer contributions 7.643.3
Total pension benefit obligation 28,4679
Net assets avallable for benefits 35,969.8
Assets over pension benefit obligation $ 7,501.9

WRS Actuarlal Assumptions and Calcuiations
Significant actuarial assumptions used for the WRS include:

a. Investment Relum: The assumed investment return Is 80
percent for active paricipants and 50 percent for current
retirees, compounded annually. The assumption for retirees is
not intended to be a predictor of future actual investment
earnings The statutory intent is that this percentage be set at
a level which will produce excess earnings during inflationary
periods. These excess eamings may be then used to increase
the benefits paid to retirees lo offset the effect of Inflation on
the value of the benefil payments
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b. Future Salary Incraases: Past history has demonstrated a
stabie relationship between across-the-board salary increases
and investment returns.  The faclors may deviate from each
other in the short run, but in the long run, high investment
returns have been accempanied by high salary increases.
Likewise, fow investment returns have been accompanied by
fow salary increases

Based on past experience, this spread between assumptions has
been set at 2.7 percent {B.0 percent investment return for aclive
employes, 5.3 percent across-the-board salary increases). This
spread is the key factor in evaluating the appropriateness of these
two assumptions  There would be iittle change in funding
raquirements from changing one assumption, as long as the other
assurnption was changed by the same amount.

Contributlons Required and Contributions Made

Covered employes are required by statute o contribute a
percentage of thair salary to the plan as follows:

Required BAGC®

General employesfteachers 50% 12%
Executives and elected officials 55% 0.1%
Protective occupations with social security 60% 05%
Protective occupations without social security 7.2% 00%

* Benefit Adjustment Contribution

Part or all of the employe contributions may be paid by the
employer on behalf of the employe.

Employer contribution rates are determined by an actuarial
method identified as the “entry age nommal with frozen initial
liabifity" method, based in part on the provisions of Accounting
Principles Board {APB) Statement Neo. 8, with the intent of
maintaining the rates at a level percentage of payroll. Required
contributions ware determined as part of an actuarial valuation at
December 31, 1993, Significant actuarial assumptions used
include:

a. A rate of return on the investment of present and future assets
of 8 0 percant per year compounded annually,

b Projected salary increases of 56 percent per year compounded
annually, attributable to inflation;

¢ Additional projected satary increases ranging from 0.0 percent
lo 8.0 percent per year, depending on age and type of

employment, attributable to seniority/merit; and

d¢ 2 9 percent annual post-retirement benefd increases.
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Contributions made by category for the year ended December 31,
1995 were as follows:

Employer current service $ 396,976,044
Percent of payrolt 5.3%
Employer prior service $ 103,734,398
Percent of payroll 14%
Employe required $ 380,993.431
Percent of payroll 51%
Benefit adjustment contribution $ 84,131,969
Percent of payroll 1.1%

Covered payroli for the WRS in Calendar Year 1995 was $7,454 3
miition.

Funding Deficit

WRS's unfunded actuarial accrued liability is being amortized as a
fevel percentage of payroll over a 40-year period beginning
January 1, 1980. As of December 31, 1895 and 1994, the WRS
unfunded actuarial acerued liability was $2 06 billion and $2.01
billion respectively

Net funding deficits are the amount by which retirement costs
calculated in accordance with APB Statement No. 8 exceed
contributions made by the State. The Calendar Year 1985
employer contributions were $28.0 million, while the interest on
unfunded prior service cost liability totaled $45.0 million, resulting
in a 317.0 million excess of costs over contributions (the excess
between the prior service contribution and the total interest
accrued on the unfunded Hability)

The General Long-term Debt Account Greoup employer pension
liability of $131.2 miliion is the sum of the excess of interest costs
over contributions retroactive to 1989, the first year data are
available

Trend information

Ten-year historical trend information showing the WRS progress
in accumulating sufficient assets to pay benefits when due Is
presented in the Department of Employe Trust Funds
December 31, 1995 audited financial statements. Copies of these
statements may be requested from:

The Department of Employe Trust Funds
801 West Badger Road
Madison, Wisconsin 53713
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NOTE 17. OTHER POSTEMPLOYMENT
BENEFITS

In addition to providing pension benefits, the State panicipates in
the Depament of Employe Trust Funds administered post
retirement life insurance and health Insurance benefit programs
The State provides life and health insurance benefils for retired
employes in accordance with Chapter 40 of the Wisconsin
Statutes.

Past retirement life insurance is provided to employes retiring
before age 65 if they (1) have 20 years of creditable service, and
{2} are eligible for a refirement annuity This coverage is at the
employe’s expense (amploye must pay the full premium) until age
656 when reduced coverage is provided at no cost. Employes
retiring at or after age 65 are immediately eligible for reduced
coverage at no cost. Beginning in the month in which an insured
annuitant reaches age 65, premiums are no longer collected and
coverage is continued for life. Approximately 10,651 annuitants
currently qualify for coverage without premium. Post retirement
life insurance is fully insured by the State's life insurance carrier,
Premiums are prefunded with employer paid premiums during the
employe's active career. The amount of premiums is determined
by the insurer. The accrued liability for the post retirement life
insurance benefits at December 31, 1985, determined through an
actuarial valuation performed as of that date, was $197 0 million.
The program's assets on that date were $196.0 millfion. The
upfunded liability was $1.0 million

In accordance with Chapter 40, Wisconsin Statutes, the State also
provides that employes reliring and beginning an immediate
annuity are sligible for conversion of unused sick leave to post
retirement health insurance. At the time of eligibility for an
Immediate annuity or employe's death, that employe's
accumulated unused sick leave balance may be converted at the
employe's current rate of pay to credits for the payment of health
Insurance premiums for the employe or the employe's surviving
dependents The program also provides partial matching of sick
feave accumulation depending on years of service and
empioyment category. Heaith Insurance premiums are paid on
the employe, or employe's dependents behalf, until the sick leave
conversion credits are exhausted. At that time, the employe has
the option to continue coverage by paying the total cost of the
premiums. Approximately 6,600 annuitants are currently receiving
health insurance coverage through sick leave conversion credits
Accumulated sick leave conversion is prefunded based on an
actuarially determined percentage of payroll.  The actuarial
valuation is based on the entry age actuarial cost methed.

Significant actuarial assumptions include an B percent assumed
interest rate, 5.3 percent assurned annual salary growth, and an
average sick leave accumulation of 57 days per year for non-
University employes and 74 days per year for Liniversity
employes. The assels and reserves of the sick leave conversion
program are accounted for as an expendable trust fund. The
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accrued liability for the post retirement health insurance benefils
at December 31, 1985, determined through an actearial valuation
performed on that date, was $875.7 million. The program's assels
on that date were $2368 milion The unfunded liability was
$638 .9 million  The unfunded Hability increased by $268 8 miltion
as a result of the partial matching benefit enhancemen! described
above

Assets of the life insurance and health insurance benefit programs
are valued at amortized cost, which approximates market value

The State’'s life and health insurance required and actual
contributions totated $3 1 million and 345 7 million, respectively,
during the calendar year ended December 31, 1995

NOTE 18. DEFERRED COMPENSATION PLAN

The State offers its employes, as well as local govemnment and
other employes, a deferred compensation plan estahblished
pursuant to Internal Revenue Code Section 457 and Wis. Stat.
Secs 40.80, 4081 and 4082 The multiple-ernployer plan is
accounted for as an agency fund.  The plan allows employes to
defer a portion of their salary until future years. Amounts deferred
are invested through an independent agent and are not subject to
federal income taxes unfil they are paid to employes The
deferred compensation is not available to employes until
termination or retirement from employment, death, or
unforeseeable emergency

The assets in the plan remain the property of the State untit paid
or made available 'o participants, subject only to the claims of the
State's general creditors, although it is unlikely the State will use
the assets to satisfy such claims  Although the State refains
aownership of the deferred compensation assets, it assumes no
liability for the investment resuits or for the ultimate payment of
benefits. Of the 3471.3 million in the plan at December 31, 1995,
$382.6 million was applicable to the State, $876 million
represented the assets of other parlicipating jurisdictions, and
$1.1 million is reserved for operation of the plan.
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NOTE 19. PUBLIC ENTITY RISK POOLS
ADMINISTERED BY THE DEPARTMENT
OF EMPLOYE TRUST FUNDS

The Depariment of Employe Trust Funds operates four public
entity risk pools: group health insurance, group income
continuation insurance, protective occupation duty disability
insurance and long term disabllity Insurance. The information
provided In this note applies to the period ending December 31,
1895

A. Description of Funds

The Health Insurance Fund offers group health insurance for
current and retired employes of the Stale government and of
participating local public employers.  All public empioyers in the
State are eligible to paricipate. One hundred forty local
employars plus the State currently participate. The State and
local government portions of the fund are accounted for separately
and have separate contribution rates, benefits, and actuarial
valuations, The fund includes both a self-insured, fee-for-servica
pian as well as various prepaid plans, primarily Health
Maintenance Grganizations (HMO's).

The Income Continuation nsurance Fund offers disability wage
continuation insurance for current employes of the State
government and of participating local public employers. All public
employers in the State are eligible to padicipate. Seventy local
employers plus the State currently participate. The Stale and
local government portions of the fund are accounted for separately
and have separate contribution rales, benefits, and actuarial
valuations. The plan is self-insured.

The Duty Disability Fund offers special disability insurance for
State and local Wisconsin Retirement System participants in
protective occupations.  Participation in the program is mandatory
for all Wisconsin Retirement Systern employers with protective
occupation employes  Four hundred elaven local employers plus
the State cumrently participate. The plan Is seif-insured and risk is
shared between the State and local portions of the plan.

The Long Term Disability Insurance Fund offers long term
disabiiity benefits to pardicipants in the Wisconsin Retirement
System (WRS) The long term disability benefits provided by this
program are an alternative coverage to that currently provided by
the WRS . All new WRS participants on or after Oclober 15, 19982,
are efigible only for the long term disability insurance coverage,
while participating employees active prior to October 1, 1992, may
alect coverage through WRS or the long term disability insurance
progeam
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B. Accounting Policies for Risk Pools

Basis of Accounting - Ali Public Entity Risk Pools are accounted
for in enterprise funds using the full accrual basis of accounting
and the flow of economic resources measurement focus.

Valusation of Invastments - Assels of the Health Insurance Fund
are invested in the State investment Fund Investments are
valued at amortized cost, which approximates market value.

Assets of the Income Continuation Insurance, Duty Disability and
Long Term Disability Insurance funds are invesled in the Fixed
Retirement Investment Fund  Investments are valued at current
market

Unpgid Claims Liabifities - Claims fiabilities are based on
estimates of the ultimate cost of claims that have been reporled
but not settled, and of claims that have been incurred but not
reported.  The estimate includes the effects of inflation and other
societal and economic factors. Adjustments to claims liabilities
are charged or credited to expense in the periods In which they
are made. Unpaid claims liability is presented at face value and Is
not discounted for health insurance. It is discounted using interest
rates of 8 percent for income continuation and long-term disability
insurance, and 5 percent for duty disability insurance. The unpald
claims liability for health insurance was calculated by the State.
The liabifities for income continuation, long-term disability, and
duly disability insurance were determined by actuarial methods
Face values are not available.

in developing the Duty Disability unpaid ciaim Habilities and the
corresponding contribution rates necessary to fund the liabilities,
the Department assumes mortality assumptions similar to that
used for disabllity benefits provided as part of the Wisconsin
Retirement Systern, which is healthy life twelve years older. As
additional experience is gained and analyzed in the Duty Disability
program, the mortality assumptions may change to more closely
correspond to the population participating in the program, which Is
tikely to have different characteristics because only protective
occupation employes are allowed to participate and the program
has less restrictive disability requirements than for disabllity
benefils provided under the Wisconsin Retirement System.

Administrative Expenses - All maintenance expenses are
expensed in the period in which they are incurred.  Acguisition
costs are immaterial and are treated as mainlenance expenses.
Premium deficiencies are not calculated because acquisition costs
are immaterial. Claim adjustment expenses are also immaterial.

Reinsurance - Health insuwrance plans provided by HMO's and
health insurance for local government annuitants are fully insured
by outside insurers Al remaining risk is self-insured with no
reinsurance coverage
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Risk Tronsfer - Participating employers are not subject to
supplemental assessments in the event of deficiencies. If the
assets of the fund were exhausted, participating employers would
not be responsibie for the fund’s Habilities.

Premium Sefting - Premiums afe established by the Group
Insurance Board (Health, Income Continuation insurance and
Long Temm Disability insurance) and the Employe Trust Funds
Board (Duty Disabliity) in consultation with actuaries.
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C. Unpaid Claims Liabilities

As discussed in Section B of this Note, each fund establishes a liability for both reported and unreported insured events, which is an estimate
of future payments of losses The following represents changes in those aggregate liabilities for the nonreinsured portion of each fund during
Calendar Year 1995 {in millions):

Income Long-term
Health Continuation Duty Disabitity
Insurance Insurance Disabllity Insurance

1894 1896 1994 1995 1984 1995 1904 1885

Unpaid claims at beginning of the calendar year $100  $11.1 33489  §39.5 $127.7 $1355 $1.9 $4.3

incurred claims:
Pravision for insured events of the current calendar
year 61.6 658 17.2 9.4 51 4.8 33 54

Changes In provision for insured events of prior

calendar years 0.6 0.6 6.4) {(10.9) 14.4 18.1 {0.8) {0.8)
Total incurred claims 62.2 66.4 10.8 8.5 18.5 22.9 2.7 4.8
Payments:
Claims and claim adjustment expenses attributable to .
insured events of the current year 503 53.6 1.9 27 00 0.0 60 0.1

Claims and claim adjustment expenses affributable to
insured events of prior calendar years 10.8 11.6 4.3 4.3 11.7 12.8 0.3 0.6

Total Payments 61.1 65.2 6.2 7.0 1.7 12.8 0.3 0.7

Total unpaid clalms expenses at end of the caiendar
year $11.1 $12.3 $39.5 410 $1355 §1458 $4.3 $8.4

D. Trend Information

Historical trend information showing revenue and claims developmen! information is presented in the Department of Employe Trust Funds
December 31, 1995 audited financial statements. Copies of these statements may be requested from:

The Department of Employe Trust Funds
801 West Badger Road
Madison, Wisconsin 53713
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NOTE 20. SELF-INSURANCE

It is the generai policy of the State not to purchase commercial
insurance for the risks of losses to which it is exposed  Instead,
the State belleves it is more economical to manage Hs risks
internally and set aside assets for claim settlement in its internal
service fund, the Risk Management Fund The fund services
most claims for risk of foss to which the State is exposed,
including damage to State owned property, labllity for property
damages and injuries to third parties, and workers compensation,
All funds and agencies of the State paricipate in the Risk
Management Fund

State Property Damage

Property damages to Stale-owned properties are covered by the
State self-funded property program up to $2.5 million in an annual
aggregate. Insurance is purchased for losses in excess of this
amount. The excess limits were written to $200 million during
Fiscal Year 1996

The Habilitles for State property damage are reporied when it is
probable that a loss has occurred and the amount of that loss can
be reasonably estimated. The estimate for future benefits and
loss liabilities is based on the reserves on open claims and paid
claims. Losses incurred but not reported are expected to be
immaterial. Claims incurred but not paid as of June 30, 1996 are
estimated to tolal $4.9 million. This amount, less $2.4 million of
which the State will be reimbursed through excess insurance
coverage, is reported as future benefits and loss liabilities.

Property Damages and Bodily injurles to Third Parties

The State is self-funded for third party liability to a level of 52
million per occurrence and purchases insurance in excess of this
self-funded retention. The policy limit during Fiscal Year 1996
was $50 million.

The liabilities for property damages and injuries to third parties
are reported when it is probable that a loss has occurred and the
amount of that loss can be reasonably estimaled The estimate
for future benefits and loss liabllities for the prior fiscal year was
the reserves on open claims.  Starting with Fiscal Year 1996, the
estimate for future benefits and loss fiabilities is calculated by an
actuary based on the reserves onh open claims and prior
experience No liability is reported for environmental impairment
Hability claims incurred but not reported because prior experience
is insufficient to make a reasonable estimate Because actual
claims Habilities depend ugen complex factors such as inflation,
changes in legal doclrines, and damage awards, the process
used in computing claims lability does not necessarily result in an
exact amount. Claims incurred but not paid as of June 30, 1896
are estimated to total $32 2 million
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Worker's Compensation

The Worker's Compensation Program was created by Wisconsin
Statutes Chapter 102 to provide benefils to workers injured on the
job. Ali employes of the State are included In the program. An
injury is covered under worker's compensation if it is caused by
an accident that arose out of and in the course of employment

The respensibility for claiming compensation is on the employe.
A claim must be filed with the program within two years from the
date of injury, otherwise the cfaim is not allowable

Faor the prior fiscal year, the estimate for future benefits and loss
liabilities was determined by developing the prior paid claims to
the ultimate expected costs by using insurance industry lpss
development factors. Starting with Fiscal Year 1996, the workers
compensation Hability has been determined by an actuary using
paid ctaims and current claims reserves. Liabilities include an
amount for claims that have been incurred but not repored.
Because actual claims liabilities are affected by external factors,
the process used in compuling claims Habilities does not
necessarily result in an exact amount. Claims incurred but not
paid as of June 30, 1986 are estimated to tolal $35.3 million.

Changes in the balances of claims [abilily for the Risk
Management Fund during the current and prior fiscal years are as
foltows (in thousands):

1995 1986
Beginning of fiscal year liability $ 80,750 $ 103,814
Current year claims and changes
in estimates 40,040 {16,165)
Claim payments {16,876) (17,829)
Balance at fiscal year-end $ 103,914 $§ 69,820
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NOTE 21. INSURANCE FUNDS

A. Local Government Property Insurance Fund

Created by the Legislature in 1811, the purpose of the Local
Government Property Insurance Fund is io provide property
insurance coverage o tax-supported local government units such
as counties, fowns, villages, cities, school districts and library
boards. Property insured includes government buildings, schools,
libraries and motor vehicles  Coverage is available on an optiopal
basis. As of June 30, 1996, the Local Government Property
Insurance Fund insured 1,046 local governmental units  Tha total
amount of insurance in force as of June 30, 1986 was 3183
billion. Ninety-one percent of the Lacal Government Property
insurance Fund's insureds are using the valuation project service,
which began in 1988,

Valuation of Cash Equivalents and Investments - All investments
of the Local Government Property Insurance Fund are managed
by the State of Wisconsin Investment Board, as discussed in Note
3-B to the financial statements. At June 30, 1986, the fund had
$8.5 million of shares In the State Investment Fund which are
considered cash equivalents and $4.0 millien of high grade, long-
term, fixed income obligations. Fixed income obligations are
valued at amortized cost.

Premium - Unearned premium reported as deferred revenue
represents the daily pro rata portion of premium written which is
applicable to the unexpired terms of the insurance policies in
force. Policies are generally writien for annual terms

Unpaid Claims Ligbilittes - The Local Government Property
Insurance Fund establishes future benefits and loss liabilities
hased on estimates of the ultimate cost of claims {including future
claim adjustment expenses) that have been reporded but not
seltled, and of claims that have been incurred but not reported
The length of time for which such costs must be estimated varies
depending on the coverage involved Estimated amounts of
reinsurance recoverable on unpaid claims are deducted from the
Hability for unpaid claims. Claims liabilities are recomputed
pericdically to produce current estimales that reflect recent
settiements, claim frequency, and other economic factors. A
provision for inflation in the calculation of estimated future claims
costs is imptcit in the calculation because reliance is placed both
on actual historical data that reflect past inflation and on other
factors that are considered to be appropriate modifiers of past
experience.  Adjustments to future benefits and loss liabilities are
charged or credited to expense in the periods in which they are
made.

Policy Acquisition Costs - Since the Local Government Property
Insurance Fund has no marketing staff and incurs no sales
commissions, acquisition costs are minimal and charged to
operations as incurred.
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Reinsurance - The Local Government Property Insurance Fund
uses reinsurance agreements to reduce its exposure to large
losses on all types of insured events. Reinsurance permits
recovery of a portion of losses from reinsurers, although it does
not discharge the primary liability of the fund as direct insurer of
the risks reinsured. The fund does not repont reinsured risks as
Habllities unless it is probable that those risks will not be covered
by reinsurers. The amount deducted from claim liability as of
June 30, 1996 for relnsurance was 53 3 million.

Unpaid Cialms Liabilities

As discussed above, the Local Government Property Insurance
Fund establishes a liability for both reported and unreported
insured events, which includes estimates of both future payments
of losses and related claim adjustment expenses. The following
represents changes in those aggregale liabilities for the fund
during the past two fiscal years {in thousands):

1995 19986
Unpaid claims and claim adjustment
expenses at beginning of the year $3,230 52,127
incurred ciaims and claim adjustment
expenses:
Provision for insured evenis of the
current year 4,458 6,733
Increase {decrease) in provision for
insured events of prior years {186) (66)
Tolal incurred claims and ¢laim
adjustment expenses 4,272 8,667
Payments:
Claims and claim adjustment
expenses attributable o insured
avents of the current year 2,509 3,398
Claims and claim adjustment
expensas attributable to insured
events prior years 2,866 1,810
Total payments 5,375 5,208
Net unpaid claims and claim adjustment
expenses at end of year 2,127 3,586
Reinsurance recoverable 2,326 3,303
Total unpaid claims and claims
adjustment expenses $4,453 $6.,889
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Trend information

Historical trend information showing revenue and claims
development information is presented in the Office of the
Commissioner of Insurance June 30, 1896 financial statements.
Copies of these statements may be requested from:

Office of the Commissioner of Insurance
121 East Wilson Street
Madison, Wisconsin 53702

B. State Life insurance Fund

The State Life insurance Fund was created under Chapter 607,
Wisconsin Statutes, to offer life insurance to residents of
Wisconsin in a manner similar to private insurers. This fund
functions much ke a mutual life insurance company and is
subject to the same regulatory requirements as any life insurance
company licensed to operate in Wisconsin.

Premiums are reported as earmned when due. Benefils and
expenses are associated with earned premiums so as to result in
recognition of profits over the life of the confracts. This
association is accomplished by means of the provision for
liabilitles for future benefits and the amortization of acguisition
costs.

The costs of policy issuance and underwriting, alt of which vary
with, and are primarily related to, the production of new business,
have been deferred.  These deferred acquisition costs are belng
amortized over a thifty year period This period approximates the
aggregate premium paying period The amorization is in
praportion to the ratio of the annual premium revenue to the otal
premium revenue anticipated. Such anticipated premium revenue
was estimated using similar assumptions to those used for
computing labilities for future policy benefits.

Beferred Acquisition Cost Assumptions

Issue Interest Lapse

Years Rate Rate Mortality
1913-1966 4.0% 20% None
$967-1876 5.5 2.0 None
1977-1985 7.0 20 Neone
1986-1954 80 2.0 None
1985+ 75 20 Nene

Amortization for the year ended Jung 30. 1996 amounted to $33
thousand.  The State Life Insurance Fund does not pay
cammissions nor does it incur agency expenses.
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Future benefits and loss liabilities have been computed by the net
level premium method based upon estimated future investment
yleld, mortality and withdrawals The composition of liabilities and
the more material assumptions pedinent thereto are presented
below {in thousands):

Ordinary Life  Amount of
Issue insurance Policy
Year in Force Liability
1913-1966 § 17,773 % 9,317
1967-1976 48,117 11,400
1977-1985 84,614 12,589
1986-1994 58,936 2,698
1985+ 9,030 314
$ 228470 % 36,319
Bases of Assumptions
Issue Interest
Year Rate Mortality Withdrawals
19131866 4.0% American Men, ALB* 2%
1967-1976 55 1950-54 intercompany 2
experience, ALB
1977-1985 70 1665-70 Intercompany 2
experience, ALB
1986-1934 80 1975-80 Intercompany 2
experience, ALB
1995+ 75 1975-80 Intercompany 2

experience, ALB

* Age Last Birthday

All of the State Life Insurance Fund's ordinary life insurance in
force is participating. This fund is required by statute to maintain
surplus at a level between 7 percent and 10 percent of statutory
admitted assets as far as practicably possible. All excess surplus
is to be returned to the polleyholders in the form of polieyholder
dividends. Policyholder dividends are declared each year in order
to achieve the required level of surplus.

The statutory assets at December 31, 1895 were $62.2 milfion
and the statutory capital and surplus were $6.8 million, and the
capital and surplus at June 30, 1996 was $13.9 million
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C. Patients Compensation Fund

The Palients Compensation Fund was created in 1975 for the
purpose of providing excess medical malpractice Insurance for
health care providers in the state. The Patients Compensation
Fund pays that portion of a medical malpractice claim which is in
axcass of the legal primary insurance limit prescribed under law,
ot the maximum fiabllify {imit for which the health provider is
insured, whichever limit is greater. Most health care providers
permanently practicing or operating in the State of Wisconsin are
required to pay Patients Compensation Fund operating fees.

The Future Benefits and Loss Liability Account includes individual
case estimates for reporied losses and estimates for incurred but
not raported losses based upon the projected ultimate losses.
Individual case estimates of the liability for reported losses and
net losses paid from inception of the Patients Compensation
Fund are deducted from the projected ultimate loss Habilities to
determine the liability for incurred but not reported losses as of
June 30, 1986 as follows (in thousands):

Projected ultimate loss liability $ 862,350
Less: Net loss paid from inception (337,351)
Less: Liabllity for reported losses (35,702)
Liability for incurred but not reported losses $ 489297

The Future Benefits and Loss Liability Account also includes a
provision for the estimated future payment of the costs to settle
claims. These ultimate loss adjustment expenses as of June 30,
1996 are estimated at four percent of the projected ultimate loss
liabilities The loss reserves are actuarially determined The loss
adjustment expenses paid from the inception of the Patients
Compensation Fund are deducted from the projected ultimate
loss adjustment expenses provision to determine the liability for
loss adjustment expenses as of June 30, 1996 as follows (in
thousands):

Projected ultimate loss adjustment expense

liability 3 34,494
Less: Loss adjustment expense paid from

incaption (14,702)
Liability for loss adjustment expense 3 19,792
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The uncerainties inherent in projecting the frequency and
severity of large clalms because of the Patlents Compensation
Fund's relatively short history, unfimited liabilily coverage, and
extended reporting and settlement periods, makes it likely that the
amounts ultimately paid will differ from the recorded estimated
{iabilities. These differances cannot be guantified.

The future benefits and loss liabliities are continually reviewed as
adjustments to these labilities become necessary.  Such
adjustments are reflacted In current operations. Because of the
changes in these estimates, the incurred but not reported losses
and loss adjustment expenses for the fiscal year are not
necessarily indicative of the Joss experience for the year
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D. Health Insurance Risk Sharing Plan

The Health Insurance Risk Sharing Plan Fund was established in
1981 {o provide major medical and Medicare suppiemental
insurance for persons unable to obtain this insurance in the
private market or who can only obtain substandard or excessively
costly insurance due to their health status  The Health Insurance
Rigk Sharing Plan is funded primarily by premiums paid by
insureds of the plan, assessments made to participating insurers
and premium and claim payment subsidies from the State of
Wisconsin.

The financial statements of the Health Insurance Risk Sharing
Plan Fund are prepared in conformity with accounting practices
prescribed or permitted by the regulalory agency, the State's
Office of the Commissioner of Insurance. Premiums are
recognized as revenues ratably over the terms of the policies.
Uneamed premiums are computed on the daily pro rata basis
Assessments made to padicipating insurers are recognized as a
receivable when the assessment is authorized. Assessments are
earned when levied. Deferred policy acquisition costs have not
been recorded. Rather, policy acquisition costs are expensed as
incurred.

The future benefits and loss liabilities include loss reserves
reflecting the accumulation of iosses reporied but not paid prior to
the close of the accounting period and estimates of incurred but
unreported losses Loss reserves are actuarially determined and
are based on historical pattarns of claim payments and represent
the estimated ultimate cost of settling claims incurred prior to
June 30. Due to the inherent uncertainties in the reserving
process, loss reserves as computed may not reflect the actual
payments ultimately to be made The methods for making such
estimates and for establishing the resuiting reserves are
continually reviewed, and any adjustments are reflected in
earnings currently
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The following represents changes in specific account balances for
the prior two fiscal years {in thousands);

1985 1996

Balance, beginning of year $ 8,921 $ 11,118
Incurred related to:
Current year 48,994 45,708
Prior years (958) (3,049)

Total Incurred 49,035 43,659
Paid related to:

Current year 38,985 38,333

Prior years 7.853 7,941

Total Paid 46,828 46,274
Balance, end of year $ 11,118 $ 8,503

The Future Benefits and Loss Liability Account also includes a
reserve for loss adjustment costs to be incurred in seftlement of
the claims provided for in the loss reserves.
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E. Wisconsin Heailth Care Liability Insurance
Plan

The Wisconsin Health Care Liability Insurance Plan (the Plan)is a
statutory unincorporated association established by rule of the
Commissicner of Insurance of the State of Wisconsin as
mandated by the State of Wisconsin legislalure. The Plan
provides health care Hability insurance and Hability coverages
nomally incidental to health care liabilily insurance to eligible
health care providers in the State of Wisconsin calling for
payment of premium prior to the effective date of the policy. All
insurers authorized to write personal injury liability insurance in
the State of Wisconsin, with certain minor exceptions, are
required to he members of the Plan,

The Plan generates its premium written revenue by selling
medical malpractice insurance Rates are calculated in
accordance with generally accepted actuarial principles. The
rates are set so that the Plan will be seif-supporting. Profit is not
the intent of the Plan.

Since the inception of the Plan in 1975, the health care liabillty
coverage limits have increased from $200 thousand per
occurrence and $600 thousand annual aggregate to the cuirent
{imits of $400 thousand per occurrence and $1 ¢ million annual
aggregate effective July 1, 1988, A general liability coverage is
also available to participating health care providers with limits of
$1.0 million per occurrence and $3.0 milion annual aggregate
effective July 1, 1950, The Plan is not covered under any
reinsurance contracts.

In the event that sufficient funds are not available for the sound
financial operation of the Plan, all members shall, on a temporary
basis, contribute o the financlal needs of the Plan. Members
shall participate in the contributions in the proportion of their
respective premiums to the aggregate premiums written by all
members of the Plan. Such assessments shall be recouped by

rate increases applied prospectively. There were no

assessments for the year ended December 31, 1985,

The future benefits and loss Hability includes amounts determined
from individual reported losses {case reserves) and an amount,
based on past experience, for losses incurred but not reported.
Such liabllities are necessarily based on esltimates and, whila
management believes that the amounts are adequate, the
ultimate liability will differ from the amounts provided. The
methods for making such estimales and for establishing the
resulling liability are annually reviewed, and any adjustments are
reflected in income currently.  Specific account balances as of
December 31, 1994 and December 31, 1995, are as follows (in
thousands}):
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1994 1995

Balance at January 1
incurred related to:
Current year
Prior years
Total Incurred
Pald related to:
Current year
Prior years
Total paid

Baiance at December 31

$ 136,423 § 138,260

16,353 14,489
{7,108} {8,686)

9,245 5,813

241 204
7167 5,208
7,408 5413

$ 138,260 5 138,660
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NOTE 22. LITIGATION, CONTINGENCIES AND
COMMITMENTS

A. Litigation and Contingencies

The State is a defendant in various legal proceedings pertaining
to matters incidental to the performance of routine governmental
operations.

Clalms and Judgments Reported in General Long-term Debt
Account Group

The State accrues liabilities related to legal proceedings, if a loss
is probable and reasonably estimable Such losses, totaling
$119.4 million on June 30, 1996 and reported in the General
Long-term Debt Account Group, are discussed below:

Litigation - In February 1984, the Courls entered judgment
ralating to the Special Performance Dividend lawsuit ordering the
State to deposit in the trust funds an amount sufficient to allow
the Department of Employe Trust Funds to make a one-time
payment and to provide a prospective increase in annuities to
approximately 47,000 annuitants or their beneficlaries. In May
1994, the Gourls stayed the monetary relief portion of the
judgment pending appeal Two separate appeals were filed by
two groups of defendants. In July 1995, the Court of Appeals
affirmed the prior decision requiring repayment of the special
performance dividend with interest  Oral arguments for an appeal
to the State Supreme Court were heard in September, 1896 The
most recent (December 31, 1994) actuarial calculation of the
estimated cost of the payments of $96.9 million is reported In the
General Long-term Debt Account Group.

Computer Software - This is a sales tax case, brought on by
Manpower Intemalional against the Wisconsin Depariment of
Revenus, with the issue being whether or not computer software
is tangible personal property, subjecting it to the State's sales and
use tax. Both the Wisconsin Tax Appeals Commission and the
Circuit Court ruled that it was not tangible personal property. The
ruling was appealed to the Gourt of Appeals, District IV, and has
been fully briefed but no decislon has been issued. The potential
impact of an adverse ruling is estimated at $10.0 million to $50.0
mitlion, with $10 0 miilion reported in the General Long-terrs Debt
Account Group at June 30, 1986

Domestic Mutual Insurance Companiss - This case invelves the
question of whether Heritage Mutua! Insurance Company and all
other domestic mutual insurance companies are statutorly
entitled to reduce the amount of their previously required add
backs of federally exempt interest and dividend income solely as
a result of the newly-enacted fifteen percent federal reduction in
the deduction for losses incurred under the Tax Reform Act of
1986 The State intends to contest the cases vigorously. A
Hability of $10.0 million Is reported in the General Long-term Debt
Account Group at June 30, 1986
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Other Litigation - The Department of Health and Family Services,
formerly the Department of Health and Social Services, is
involved in other various legal proceedings whera the ultimate
disposition Is estimated at $ 2 million to $2 9 million with $.2
millicn reported in the General Long-term Debt Account Group.

Other Claims - Work Injury Supplemental Benefils - The Work
Injury Supplemental Benefit Fund, administered by the
Department of Workforce Development, formerly the Department
of Industry, Labor and Human Relations, provides compensatory
payments lo survivors of fatally injured employes or disabled
emplioyes with work-related injuries. The liability for annuities fo
be pald to the above individuals totaled $2.4 million at June 30,
1896, and is reported in the General Long-term Debt Account
Group.

Tax Refunds Reported in the General Fund

Federal Pension Income - Due to an adverse decision in Hogan
et al v. Wisconsin Depariment of Revenue, settlement has been
reached with approximately 3,200 military retirees and 14,000
federal civitian retirees for refunds of State income taxes, with
interest, for the period 1984 through 1988 Hogan relled on the
United States Supreme Court ruling In Davis v. Michigan
Department of the Treasury that state governments may not
discriminate against federal relirees in the taxation of their
retirement benefits based on the source of such payments. The
Wisconsin Department of Revenue estimated that the amount to
be paid by the State totaled $77.4 million as of June 30, 1993.
Payments of $10.1 million, $28 4 mililon and $26 2 million were
made in Fiscal Year 1994, Fiscal Year 1995, and Fiscal Year
1996 respectively. Subsequent payments will be made in Fiscal
Year 1897 The liability of $13.1 million as of June 30, 1986 1s
reported in the General Fund as Tax Refunds Payable.

Corporate Tax Apportionment Methodology - Due to a Wisconsin
Tax Appeals Commission (the Commission) ruling in NCR
Corporation v. Wisconsin Department of Revenue, settlement has
been reached for refunds of State corporate income taxes, with
interest. The Commission rufed that the method used by the
State for apportioning taxable incomea to Wisconsin by multi-state
corporations was unconstitutional. The Wisconsin Department of
Revenue estimated that the ameunt to be paid by the State totals
$32.5 million, which Is reported in the General Fund as Tax
Refunds Payable and a reduction in tax revenue.
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Other Claims, Judgments, and Contingencies

The State is also named as a party in other legal proceedings
where the ultimate disposition and consequence are not presently
determinable However, the ultimate dispositions and
consequences of any single legal proceeding or ail legal
proceedings coliectively should not have a material adverse effect
on the State's financial position, except as noted below.

Grants - The State has received federal grants for specific
purposes that are sublect to review and audit by the grantor
agencies.  Entitlements to these resources are generally
conditional upon compliance with the terms and conditions of
grant agreements and applicable federal regulations, including
the expenditure of resources for allowable purposes, Any
disallowance resulting from a review or audit may become a
liability of the State.

Wage Overfime Case - In May 1995, the Seventh Circuit Court of
Appeals entered judgment relating to Gerald Musller vs Ronald
Fielder et al, an action which was originally brought on behalf of
certain State employes who have been categorized exempt from
the Fair Labor Standards Act {FLSA) overtime provisions. The
plaintiffs sought back-pay for overtime worked, plus liquidated
damages, and attorney's fees

The Seventh Circuit Court of Appeals reversed an earlier Federal
District Court decision The District Court had held that the
Federal Department of Labor's criterion (known as the “salary
basis test”} for ruling that exempt employes are entitled to
overtime pay was contrary to the intent of Congress because it
would be unconstitutional to apply it to the State. The Circuit
Court of Appeals held that the criterion was not unconsfitutional
as applied to the State because the test was equally valid in both
the private sector as well as the publfic sector.

Currently, the State has pefitioned the 1.S. Supreme Court to
review by writ of certiorari. Although at this time it is premature to
estimate the polential impact of an unfavorable decision, a
preliminary estimate indicates that the liability to the State could
be approximately $30 0 million for all funds, $10.0 million for the
Risk Management Fund and $20.0 million for the General Fund
and other funds Due to the uncertainty in predicting the outcome
and the amount of the setlement, a lability has not been
recorded as of June 30, 1966

Wisconsin Central Ltd v. Wisconsin Department of Revenus, et
al (1989-1993), Wisconsin Cantral Lid , and Fox Valley & Westem
Lid. v. Wisconsin Department of Revenue (1994) and Wisconsin
Central Lid. and Fox Valley & Westem Litd. v. Wisconsi
Department of Revenue {1995) - These are court actions in which
15 railroads are challenging the Wisconsin Deparimant of
Revenue's assessment of taxes for the 1989 through 1993 tax
years The Wisconsin Department of Revenue issued
assessments on previously untaxed personal property of raifroads
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based on a 1994 U.S. Supreme Counrt decision favorable to states
under the Federal Railroad Revitalization and Regulatary Reform
Act (4-R Acty The railroads allege that the reassessment violates
Stale and Federal statutory and constitutional provisions In
addition, the raifroads are challenging 2 portion of their 1994 and
1995 assessments under the 4-R Act.

The State has prevailed in the federal court actions, both of which
were sustained on appeal. The State has prevailed on a number
of preliminary issues in the State court actions. If the State were
not to prevail, a preliminary estimate indicates that refunds of
approximately $188 million would have lo be paid to the
claimanis. Due to the uncerainty in predicting the outcome, a
liability has not been recorded as of June 30, 1996

American Trucking Associations, Inc, el al v. The State of
Wisconsin et al - In this case, the trucking association challenged
the State's hazardous materals transportation registration fee on
Commerce Clause grounds.

The Circuit Court granted the State’s motion for summary
judgment, uphelding the validity of the State’'s hazardous
materials transportation registration fee, The plaintifis appealed
this decision to the Court of Appeals. In October, 1996, the Court
of Appeals reversed the Trial Court, holding the fees
uncenstitutional. The State anticipates petitioning the Wisconsin
Supreme Court for review.

If the State were not to prevail, preliminary estimates indicate a
fee refund exposure to the State of approximately $2.3 million,
However, due to the uncertainly in predicting the outcome, a
liahility has not been recorded as of June 30, 1996,

Medicare-Madicaid Provider Reimbursement - This is a class
action for declaratory and injunctive relief in which plaintiffs allege
that the Wisconsin Department of Heailth and Family Services
fformerly the Departrnent of Health and Social Services) is
violating Federal Jaw by no! reimbursing providers for the full
vzlue of their services for Medicare-Medicaid eligibles who are
unable to pay Medicare co-insurance costs. The action is brought
under the Daclaratory Judgment Act and 42 US.C. s 1883 on
behalf of an unspecified number of State health care providers
who serve low-income Medicaid beneficiaries.

Currently, a trial date has not been set An adverse Federal court
decision could give rise to State court based claims for retroactive
reflef estimated at $§4.0 million to $36.0 milion depending upon
what statute of limitations the Court would apply. Due to the
uncertainty in predicting the outcome at this time, a liability has
not been recorded as of June 30, 1996
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Environmental Clean-up Aclions - The State is involved in
environmental clean-up of property owned by the State that has
the potential to cause soil and groundwater contamination Three
hundred nineteen sites have soil  andfor  groundwaler
contamination associaled with underground storage tank releases
with an estimated remediation cost of $13.6 million The cost of
remediation has not been determmined for approximately 196
storage tanks installed prior to the enactment of the new
underground storage tank regulations which remain in service
The estimated cost of removing the tanks Is $2 6 million.

The State is also involved in environmental remediations on 21
properties that do not involve releases from underground storage
tanks, with an estimated cost of $3 .4 miltion.

B. Commitments

In addition to iegal proceedings, the State is party to
commitrments which nomally occur In governmental operations.

in addition to the amount of encumbrances oulstanding at
June 30, 1996 reporfed as Fund Balance - Reserved for
Encumbrances, additional obligations at June 30, 1996
representing muiti-year, long-tarm commitments included (in
thousands):

Transportation Fund $ 107,740
Recycling Fund 4,204
Environmental Local Assistance Fund 9,150
Capital Improvernent Fund 2,634
General Fund - Department of Commerce (formerly

the Department of Development) programs,

including economic and community development

programs 2,220
Other 175

Further, the Wisconsin Housing and Economic Development
Autharity, a component unit of the State, has approximately $17.4
million of commitments on a building construction project
outstanding as of June 30, 1896,

The Ciean Waler Fund was established to administer the Clean
Water Fund Loan Program. Loans are made to local units of
government for wastewater treatment projects for temms of up to
20 years These loans are made at a number of prescribed
interest rales based on environmental priority. The loans
contractually are revenue obligations or general cbligations of the
local governménlal unit  Additionally, various statutory provisions
exist which provide further security for payment The fund has
made financial assistance commitments of $184 8 million as of
June 30, 1996 These loan commitments are expected to be met
through additional federal grants and proceeds from issuance of
revenue obligations.
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In addition, the revenue cobligation bonds of the Leveraged Loan
Program in the Clean Water Fund are collateralized by a security
interest in all the assets of the Leveraged Loan Program. Neither
the full faith and credit nor the taxing power of the State is
pledged for the payment of the Clean Water Fund revenue
obligation bonds. However, as the loans granted to focal units of
government are at an interest rate less than the revenue bond
rate, the State is obligaled by the Clean Water Fund General
Resclution to fund, at the time each loan is made, a reserve
which subsidizes the Leveraged Loan Program in an amount
which offsets this interest disparity.

Also. Wisconsin Statutes require thal the Clean Water Fund
provide financial hardship assistance for those communities that
qualify under Wis. Stat. Sec. 144,.241(13). This assistance may
come in the form of reduced interest rales or grants (not to
exceed 90 percent of project costs). At fiscal year ended June
30, 1996, the Clean Water Fund committed to award $15.5 million
of hardship grants.

The Wisconsin Mousing and Economic Development Authorily's
mission was expanded since its creation to include administration
of the Agricultural and Business Programs. These programs
administer funds that are legislatively appropriated to subsidize
interest and provide guarantees of principal halances of gqualifying
loans. Al June 30, 1996, outstanding loan guarantees totaled
$38 2 million.

The Pafients Compensation Fund may be required to purchase
an annuity as a result of a claim setfement Under specific
annulty arrangements, the fund may have uitimate responsibility
for annuity payments i the annuity company and the
reassignment company defaull on annuity payments. One of the
fund's annuity providers has defaulted on $36 thousand in annuity
payments, which the fund subsequentiy paid. It is unclear when
the annuity provider will be able to make the remaining annuity
payments and whether the fund will be able to recover the annuity
paymenlts made on behalf of the annuity provider. The estimated
replacement value of the annuities in default is $2 9 million, while
the total estimated replacement value of the fund's annuities as of
June 30, 1996 was $106.4 million. The fund reserves the right to
pursue collection from State guarantee furds.

State Public Deposit Guarantee - As required by Wis. Stat Sec.
34 08, the State is to make payments to public depositors for
proofs of loss (e.g,, loss resulting from a bank failure) up to 3400
thousand per depositor above the amount of federal insurance.
This statutory requirement guarantees that the State will make
payments In favor of the public depositor that has submitted a
proof of loss. Payments would be made in the order in which
satisfactory proofs of loss are received by the OState's
Commissloner of Banking, untll the designated appropriation is
exhausted At June 30, 1986, the appropriation available lotaled
$21 8 miffion. Losses become fixed as of the date of the loss A
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State of Wisconsin

Notes to The Financial Statements

public depositor expariencing a loss must assign its interest in the
deposit, to the extent of the amount paid, to the Commissioner of
Banking Any recovery made by the Commissioner of Banking
under the assighment is to be repaid to the appropriétion The
possibility of a material loss resulting from payments to and
recovery from pubiic deposilars is remote.

NOTE 23. SUBSEQUENT EVENTS
Bonds and Notes

Primary Government

Short-term Debt

Opsrating Notes - On July 11, 18886, the State issued 31500
million of operating notes The praceeds were to be used within
six months to fund local assistance payments to the State's
municipalities and school districts, and finance day-to-day
operations in anticipation of revenues received later in the fiscal
year The notes were issued because of an Imbalance between
the timing of payments disbursed and receipts collected. The
imbalance exists because approximately 52 percent of all receipls
are received in the second half of the fiscal year, primarily
January, March and Aprit.  The notes will be paid at maturity on
June 18, 1997

L.eng-term Debt

Stafe of Wisconsin Gensral Obligation Bonds - In September
1996, the State issued $115 2 miilion of 1886 Series C general
obligatien bonds to provide proceeds to be used for the
acguisition, construction, development, extension, enlargement,
or improvement of land, water, property, highways, bufldings,
eguipment or facilities for public purposes. Interest is payable on
May 1 and November 1, commencing on May 1, 1897, with the
bends maturing on May 1 of the years 1998 through 2017,

In October 1996, the State issued $30.0 milllon of the 1996
Series D general obligation bonds to provide proceeds to be used
for making veterans housing loans interest Is payable on May 1
and November 1, commencing on May 1, 1987, with the bonds
maturing on May 1 of the years 2007 through 2027

Department of Veterans Affairs - In August 1996, the State made
a call on the Veteran's Morgage Revenue Bonds for $180
thousand.

Certificates of Participation

Certificates of Participation 1996, Serles A, were sold on July 1,
1896, for the State's Master Lease Program.  The cerificates
evidence an obligation of the State to repay, but solely from
sources specified, revolving loans for the State's Master Lease
Program under a Revolving Credit Agreement, dated July 1,

7%

1996, betwesn Firstar Trust Company, Milwaukee, Wiscansin
("Trustee™) and Bank of America Hlinois. The cedificates mature
on March 1, 2006 and shall bear interest at the rates provided in
the Revolving Credit Agreement. As of September 30, 1998, the
principal amount of the State's obligation on these cerificates
was §39.7 million.

Component Unit

Wisconsin Housing and Economic Development Authorify - in
August, 1986, the Authority issued $750 million of Home
Ownership Revenue Bonds 1996 Series C and D to finance single
family homes for low and moderate income families

In November 1996, the Authority issued $80 0 million of 1998
Series £ and F Home Ownership Revenue Bonds

in Decamber 1996, the Authority issued $70.0 million of Home
Cwnership Revenue Bonds 1996 Series G.

in addition, the Authority redeemed early $46 4 million of Home
Ownearship Revenue Bonds
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PART III
GENERAL OBLIGATIONS

This part of the Annual Report includes information regarding general obligations issued by the
State of Wisconsin. Chapter 18 of the Wisconsin Statutes provides that the State of Wisconsin
Building Commission (the “Commission”) has supervision over all matters relating to the
issuance by the State of general obligations. Employes of the Division of Executive Budget and
Finance serve as the Capital Finance Director and staff responsible for managing the State’s
general obligation and operating note programs.

The law firm of Foley & Lardner provides bond counsel services to the State for issuance of
general obligations. The State has rarely employed a financial advisor for the issuance of general
obligations, except for advance refunding issues. There are several registrars and paying agents
for general obligations issued in certificated form. The State Treasurer is the registrar and
paying agent for general obligations issued in book-entry-only form.

This Annual Report includes information and defined terms for different types of municipal
securities issued by the State and has been gathered from multiple sources. The context or
meaning of terms used in this part of the Annual Report may differ from that of terms used in
another part.

SECURITY PROVISIONS FOR GENERAL OBLIGATIONS

Security

The State Constitution contains the following provision in Article VI, Section 7(2)(f) about
general obligations, which are public debt for purposes of the State Constitution and Statutes:

“The full faith, credit and taxing power of the state are pledged to the payment of all public
debt created on behalf of the state pursuant to this section and the legisiature shall provide
by appropriation for the payment of the interest upon and installments of principal of all
such public debt as the same falls due, but, in any evemt, suit may be brought against the
state to compel such payment.”

In addition, statutory provisions establish additional protections and provide for the repayment of
all general obligations. The more significant provisions are summarized below:

Section 18.12 restates the constitutional full-faith-and-credit pledge and states that there is
irrevocably appropriated, as a first charge upon all revenues of the State, an amount
sufficient for the payment of principal, interest and premium on all general obligations when
due.

Section 20.866 irrevocably appropriates, as a first charge upon all revenues of the State, an
amount sufficient to pay debt service on general obligation bonds.

Section 18.09 creates a Bond Security and Redemption Fund, which shall receive the funds
appropriated to repay principal, interest and premium on general obligation bonds when due.

Section 18.08 provides that the Capital Improvement Fund shall receive the funds
appropriated to repay principal and interest on general obligation notes and loans.

Section 18.14, among other things, provides that the validity of general obligations shall not
be affected by any defect in their contracting, that all instruments evidencing general
obligations are valid and incontestable, and that any legislative, judicial or administrative
determination that proceeds of general obligations may not be spent shall not affect their
validity.
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Through the foregoing provisions, taken together, the Legislature has placed as security for the
payment of all debt service on general obligations, a first claim on all revenues of the State.
Further, these revenues are irrevocably appropriated, so that no subsequent legislative action is
required fo release the funds.

The State has never defaunlted in the punctual payment of principal or interest on any general
obligation bond or note and has never attempted to prevent or delay such required payments. The
State has reserved no right to reduce or modify any terms with respect to security or source of
payment of its general obligation bonds or notes.

In the event of default, recourse is guaranteed by constitutional provision allowing suit to be
brought against the State to compel payment. Section 18.13 of the Statutes makes additional
provision to expedite the bringing of suit. Further, in the event of a final judgment against the
State, payment will be made as specifically provided, together with interest at a rate of 10% per
annum until the date of payment.

Section 18.10(10) of the Statutes provides that interest ceases to accrue on the date that a general
obligation becomes due for payment when payment is made or duly provided for. On that date
the general obligation is no longer outstanding. If the holder of any general obligation, including
any interest and premium thereon, fails to present that general obligation for payment, the unpaid
unclaimed moneys shall be administered pursuant to the unclaimed property statutory provisions.

Flow of Funds to Pay Debt Service on General Obligations

All funds necessary for timely payment of principal and interest (“Debt Service”) coming due on
general obligation bonds are deposited in the Bond Security and Redemption Fund at least 15
days in advance of the due date, except when an impoundment payment required in connection
with operating notes is payable within the 45 days preceding the due date for payment of Debt
Service, then Debt Service payments will be deposited in the Bond Security and Redemption
Fund at least 45 days in advance of the due date. The sources of the revenue used to make these
payments are as follows:

Purpose Sources of Revenues
University of Wisconsin, academic facilities There is an unlimited appropristion from the State's
Natural resources; municipal clean drinking water grants ~ General Fund for the timely payment of principal and
Clean water fund interest

Natural resources; nonpoint source grants

Natural resources; environmental repair

Natural resources; pollution abatement and sewage
collection facilitics, ORAP funding

Natural resources; pollution abatement and sewage
collection facilities

Natural resources; pollution abatement and sewage
collection facilities; combined sewer overflow

Natural resources; recreation projects

Natural resources; local parks land acquisition and
development

Natural resources; recreation development

Natural resources; land acquisition

Natural resources; Wisconsin natural areas heritage
program

Natural resources; general fund supported edministrative
facilities

Natural resources; ice age trail

Natural resources; dam maintenance, repair, modification,
abandonment and removal

Natura! resources; Warren Knowles—Gaylord Nelson
stewardship program
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Purpose
‘Transportation; rail passenger route development

Corrections; correctional facilities

Health and family services; mental health facilities

Health and family services; juvenile correctional facilities

Building commission; housing state departments and
agencies

Building commission; 1 West Wilson street parking ramp

Building commission; project contingencies

Building commission; capital equipment acquisition

Medical College of Wisconsin, Inc.; basic science
education facility

Educational communications board; educational
communications facilities

Historical society; historic records

Historical society; historical sites

Historical society; musenm facility

Education; state schools and library facilities

Military affairs; armories and military facilities

Veterans affairs; Wisconsin veterans home

State fair park board; housing facilities

Natural resources; segregated revenue supported facilities

Natural resources; segregated revenue supported land
acguisition

Natural resources; segregated revenue supported dam
maintenance, repair, modification, abandonment
and removal

Transportation; administrative facilities
Transportation; accelerated bridge improvements
Transportation; accelerated highway improvements
‘Transportation; connecting highway improvements
Transportation; federally aided highway facilities
Transportation; highway projects

Transpoertation; harbor improvements
Transportation; rail acquisitions and improvements

University of Wisconsin; self-amortizing facilities

Corrections; self-amortizing equipment

Historical society; self-amortizing facilities

PART II-3

Sources of Revenues

There is  an  unlimited appropriation from the
Conservation Fund. Should this fund be insufficient, there
is a backup appropriation from the State’s General Fund
in an unlimited amount of funds needed for timely
payment of principal and interest

There is an unlimited appropriation from the
Fransportation Fund. Should this fund be insufficient,
there is a backup appropriation from the State’s General
Fund in an uniimited amount of funds needed for timely
payment of principal and interest.

There is an unlimited appropriation and first claim on all
revenues generated from the enterprise operations of the
entire University system. Should these revenues be
insufficient, there is a backup appropriation from the
State’s General Fund te advance an unlimited amount of
funds needed for timely payment of principal and interest.

There is an unlimited appropriation and first claim on all
revenues generated from the prison industries operation.
Should these revenues be insufficient, there is a backup
appropriation from the State’s General Fund to advance
an unlimited amount of funds needed for timely payment
of ptincipal and interest

There is an unlimited appropriation and first claim on ali
revenues generated from admissions, sales and other
receipts by each historic site. Should these revenues be
insufficient, there is a backup appropriation from the
State’s General Fund to advance an unlimited amount of
funds needed for timely payment of principal and interest,
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Purpose Sources of Revenues
Veterans affairs; self-amortizing mortgage loans There is an unlimited appropriation and first claim on all
revenues received fiom monthly mortgage payments.
Should these revenues be insufficient, there is a backup
appropriation from the State’s General Fund to advance
an unlimited amount of funds needed for timely payment
of principal and interest.

Veterans affairs; self-amortizing housing facilities There is an unlimited appropriation on all revenues
received for providing housing services at the Wisconsin
Veterans Home at King. Should these revenues be
insufficient, there is a backup appropriation from the
State’s General Fund to advance an unlimited amount of
funds needed for timely payment of principal and interest,

State fair park board; self-amortizing facilities There is an unlimited appropriation and first claim on all
revenues pererated in the operation of the Wisconsin
State Fair Should these revenues be insufficient, there is a
backup appropriation from the State’s General Fund to
advance an unlimited amount of funds needed for timely
payment of principal and interest.

Building commission; refunding corporation seli- There is an unlimited appropriation from the Capital
amortizing debt Improvement Fund for the timely payment of principal

Building commission; refunding tax supported general and interest Should these revenues be insufficient, there
obligation debt is a backup appropriation from the State’s General Fund

Building commission; refunding self-amortizing general in an unlimited amount of funds for timely payment of
obligation debt principal and interest

Funds for the payment of debt service on general obligation notes are deposited in a separate and
distinct account created in the Capital Improvement Fund for the repayment of notes. Proceeds of
issues of general obligations may also be used to retire notes. Section 18.08(4) of the Statutes
specifically provides that if, at any time, there are not on hand in the Capital Improvement Fund
sufficient moneys for the payment of principal and interest on general obligation notes, the
Department of Administration shall transfer to the Capital Improvement Fund from an
irrevocable and unlimited appropriation as a first charge upon all revenues of the State, the
amount necessary to make the payment of principal and interest on general obligation notes when
due.

The State’s General Fund thus stands behind the payment of debt service on all general
obligation bonds and notes regardless of the internal fund flows established for budgetary control
purposes. Should the General Fund have insufficient resources to pay debt service, there is a
single irrevocable and unlimited appropriation from all revenues of the State for timely payment
on all general obligations. It is this appropriation, which pledges all revenues of the State for
payment of debt service due from any program using general obligation bond and note proceeds
on a parity with any other such program, that enables the State to issue a general obligation bond
or note which is undifferentiated by the purpose for which proceeds are used.

Purposes of General Obligations

The purposes for which State general obligations may be issued are set forth in the Wisconsin
Constitution, which provides the basis for the State’s general obligation borrowing program. It
permits three types of borrowing, The first is to acquire, construct, develop, extend, enlarge or
improve land, waters, property, highways, railways, buildings, equipment or facilities for public
purposes. The second is to make funds available for veterans housing loans. The third is to fund
or refund any outstanding State general obligations. Subject to constitutional limitations about
purposes and amounts, procedures governing the use of this borrowing authority are to be
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established by the Legislature. There is no constitutional requirement that the issuance of general
obligations receive the direct approval of the electorate.

Limitations on Issuance of General Obligations

All general obligations issued by the State fall within a debt limitation set forth in the
Constitution and Statutes. The limitation is derived as the lesser of two formulas. There is an
annual limit of three-quarters of one percent, and a cumulative limit of five percent, of the
agpregate value of all taxable property in the State.

Currently, the annual limit is $1,627,078,182 and the cumulative debt limit is $10,847,187,880
(of which the amount available is $7,541,717,299). The lesser amount is $1,627,078,182. See
Table 1I-4 in “DEBT INFORMATION”. A refunding bond issue is not taken into account for
purposes of the annual debt limit, and a refunded bond issue is not taken into account for
purposes of the cumulative debt limit. Interest scheduled to accrue on any obligation that is not
payable during the current fiscal year is treated as debt and taken into account for purposes of the
debt limitations.

Authorization of General Obligations

Within prescribed limitations, the State Constitution assigns to the Legislature, acting by vote of
a majority of the members elected to each of the two houses, all matters relating to the issuance
of general obligations. The quorum in such votes is 60% of the membership. Among these
assigned powers is the authority to establish the purposes (uses) and fix the amounts for which
general obligations may be issued.

To date, the Legislature has authorized the issuance of general obligations for 59 distinct
purposes and has limited the amount of general obligations which may be issued for each
purpose. In practice, as a part of the budget, these amounts are adjusted to accommodate newly
budgeted activity. The Legislature has delegated to the Commission responsibility to establish
the form and terms of the issuance and sale of these general obligations.
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Program Porpose
University of Wisconsin;
academic facilities

University of Wisconsin;,
self-amortizing facilities
Natural resources,
municipal clean drinking
water grants .

Clean water fund

Natural resources;
nonpoint source gronts

Matural resources;
envirenmental repair

Naturel resources;

segregated revenue supporied
dam maintenance, repair,
modification, abandonment
and removal

Natural resources,
pollution sbateiment

and sewage collection
facilities, ORAP funding

Natural resources;
pollution abatement and
sewnpe collection fucitities

Naturel resosrces;

pollution abaterment and
sewnge collection facilitics;
combined sewer overflow

Natural resources;
recreation projects

Natural resources:
locat parks land ncquisition
and development.

Natural resources;
recreation development

Naturnl resources;

land zequisition
Netural resources;
Wisconsin natural areas
heritage prograrm
Natural resources;

segregaied revenue
supported facilities

Natural resources;
general fund supported
administrative focilities

Natural resources;

ice age trail

Natural resources;

dem maintenance, repair,
modification, abandenment
and removal

Table 11I-1
STATE OF WISCONSIN
GENERAL OBLIGATION ISSUANCE STATUS REPORT
December 27, 1996

Genernd
Legislative Obligations Interest Remaining
Autborization Issued to Date Enrnings®™ Authority
5 732,814,300 $ 682,892,229 § 10833667 § 39,088,404
360,381,600 228,912,621 714,807 130,754,172
9,800,000 9,454,342 141,849 203.809
553,194,000 259,935,573 15,184 203,243,243
20,000,000 16,375,658 133,452 3,490,890
31,500,000 12,170,000 142,343 19,187,657
4,000,600 55,000 3,945,000
146,850,000 145,010,325 50,000 1,789,675
902,449,800 866,330,888 18,491,494 17,627,418
200,600,600 192,972,246 6,287,262 1,340,492
36,055,600 56,053,036 62 1,902
2,490,000 2,429,349 42,248 18,403
23,061,500 22,568,166 148,190 345,144
45.608,600 45.070,269 481,670 46,661
2,500,000 2,442,545 17,174 40,281
14,749 900 7,534,122 41,566 7,1713612
6,733,500 5,411,075 17,632 1,304,793
750,000 750,000
5,500,000 5,130,000 48,645 321,355
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Table II-1 ~ Continued
STATE OF WISCONSIN
GENERAL OBLIGATION ISSUANCE STATUS REPORT
December 27, 1996

General
Legisintive Obligations Interest Remaining
Program Purpose Autherization Issued to Date Enrnings™ Authority

Naturzl resources;
segregated revenue
supported lnnd nequisition 2,500,000 2498 446 1,554

Natural resources,
Warren Knowles - Gaylord

Nelson stewardship program 231,000,000 102,155,000 1,286,829 127,558,171
Transportation,

administrative facilities 8,890,400 8,759,479 33,943 96,978
Transportation;

accelerted bridge

improvement . . . 46,849,800 46,849,800

Transportation;

rail passenger route development 50,000,000 50,000,000

Transportation;

aceelerated highway

improvements . . . 185,000,000 185,000,000
Transportation;

connecting highway

improvernents 15,000,000 15,000,060

Transportation;

federally aided

highway facilities L 10,000,000 10,000,060

Transportation,

highway projects . . . 44,000,060 41,000,000

Transportation;

harbor improvements. . 12,000,000 8,345,000 233,120 3,421,880
Transportation,

rail acquisitions

and improvements . . 14,500,060 7,445,000 7.055,000
Caorrections;

comrectional facilities. . 480,087,500 378,011,762 7,733,575 94,342,163
Corrections;

self-amortizing equipment 6,110,000 700,000 55 5,409 945
Health and family services,

mental health facilities L 88,712,500 69,600,268 674,386 19,037,846
Health and family services;

juvenile cormmectional facilities, 29,441,500 21,623,556 95,007 7,722,937

Building conmunission;
previous fease

rental authority 143,171,600 143,068,654 102,946
Building commission;
refunding corporation
self-amortizing debt. . . 2,686,600 2,686,600

Building commission;

refunding tax-supported

generak obligation debt . .. 1,740,000,000 1,700,210 460
Building commission;

refunding self-omontizing

generat obligation debt 180,000,000 175,804,003

& 19,789,540

) 4,195,997

Building commission;
housing state depaniments
and agencies,. . . . . S 219,525,600 161,674,121 1,038,769 56,812,710
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Table 11I-1 — Continued

STATE OF WISCONSIN
GENERAL OBLIGATION ISSUANCE STATUS REPORT
December 27, 1996
General
Legislative Obligations Interest Remaining

Program Purpose Authorization Issued i Date Earnings® Authority
Building commission;

} West Wilson street

parking ramp o . 15,100,000 13,500,000 241,323 1.358.877
Building commission;

project contingencies 19,659,000 14,120,600 41.538 5.497.462
Building commission;

capitel equipment acquisition 67,129,800 54,199.191 674,767 12.255.842
Building commission;

discount sale of debt 65,600,000 36,638,125 28,361,875
Building commission;

discount sale of debt

(bigher education bonds) 104,300,000 99 988,813 © 1§.167
Building commission,

other public purposes . . 736,956,000 528,867.751 31,408,705 204,679,544
Medical College

of Wisconsin, Inc ; basic

science education fucility . . 10,000,000 §.000.000 2,600,000
Educational communications

bourd; educational

communications facilities 7,429,600 5,746,539 36,946 646,115
‘Histarical society;

self-ametizing facilities 3,073,600 1,029,156 3.853 2,040,481
Histarical society,

historic records . o 400600 400,000
Historical society;

historic sites . .. . 1.839.000 1,825,513 13,487
Historical society;

museurn facility . 4,384,400 4,236.000 148,460
Education;

state schools and

tibrary facilities 7.367.700 7,289,197 32,508 45,595
Militery affeirs;

armories and militery fecilities 18,215,200 15,672,527 195,842 2,346 833
Veterans affairs;

Wisconsin veterans home 5,900,100 7.508,065 151,588 2,330,447
Veterans nffairs;

self-amortizing mortgnge loans 1,661,000,000 1,497.776,295 3.408,773 139,814,932
Veterans nffairs;

refunding bonds .. . o 625,000,006 586,954,245 38,045,755
Veternns nffairs;

selfamonrtizing

housing facilities . 1620400 1.62%,400
State fair park board;

housing facilities 13,000.000 4,800,000 8,200,000
State fair park board;

self-amortizing facilities 27,850,000 19,408,800 6,102 8,435,098
Total $10020,537,500 58 546,453 830 556914,784 51,417,168 886

@ Interest earnings reduce jssuance authority by the same amount

® Interest scheduled to accrue on any obligation that is not payeble during the current fiscal year is irexted as debt
ard taken into eccount for pusposes of the statutory authority to issue debt

Source: Wisconsio Department of Administration.
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DEBT INFORMATION

The following provides tables provide data pertaining to the State’s outstanding general

obligation debt.

Table I11-2

OUTSTANDING GENERAL OBLIGATIONS BY [SSUE
{As of December 27, 1996}

Financing

1970~ Series A oviiiisiissiiescnesrsssnisssssssnese
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Series B
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SerieS B
SEries Do vvrs s cecrvevarsssrererssssssssasanss
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Series B

SerieS Coriivirrevsiessiisvnnncvessniessesesiaenns
1979 SetiesS A ooty e

SerieS Cooreieeecte et
1980- SEries Aeovveiccrvrnvavnsnss s siersersosssonns
SeriesB.......... reeereset b Lo ar e e ebbain
Note Isste IX i
1981- Series A
Series B .,
1982- Series A....
Series B
Series C
1983- Series A
Series B
SerieS C oo s esssvssavava o
1984- SEries A v oveevrriorris e rmvemesevsesmnsenrsenses

Date of
Financing

3/1/70
3/1/70
6/1/70
6/1/70
9/15/70
1/15/71
3/15/71
6/15/71
9/15/71
9/15/71
1/15/72
4/15/72
75172
16/15/72
1/15/73
4/15/73
4/15/73
2115174
IS
8/15/75
8/15/75
12/1/75
12/1/75
3/15/76
71176
11/1/76
215177
5/15/77
16/1/77
211778
6/1/78
11/1/78
211479
55179
10/15/79
1/1/80
6/15/80
6/15/80
6/15/81
12/1/81
6/15/82
9/15/82
12/15/82
5/1/83
5/1/83
12/1/83
4/1/84

PART III-9

Maturity

1971-90
1971-20060
1971-50
1971-2001
1971-1500
1972-91
1972-91
1972-91
1972-91
1972-2001
197392
1973-92
197392
1973-92
1974-93
1974-93
1974-2003
1975-94
1976-95
1976-95
1976-2000
1976-2000
1976-2005
1977-2001
1977-2006
1978-2001
1978-2007
1978-2002
1978-2002
1979-2003
1979-2003
1979-2003
1980-2004
1980-2004
1980-2004
1981-2005
1981-2000
1981-2010
1982-2001
1982-2001
1983-2002
1987-2007
1983-2007
1987-2008
1984-2003
1984-2008
1989-2011

Amount of Amount

Issuance Outstanding
$ 50,510,000 $ -0~
8,075,000 Q-
39,000,000 (-
30,023,000 -0-
70,000,000 Q-
35,000,000 Q-
19,500,000 o)«
32,800,000 -0~
30,000,000 -(-
5,020,000 -
40,000,000 -
61,500,000 -0-
43,000,000 w0
35,600,000 -0-
37,500,000 )
30,000,000 ~0-
6,505,000 (e
59,600,000 -~
75,000,000 ~0-
18,200,000 «{)-
50,000,000 -0
96,400,000 -0~
5,500,000 -0-
147,600,000 (-
119,900,000 ~0-
40,000,060 3,200,000
74,000,000 ~0-
128,000,000 11,900,000
39,000,000 ~0-
118,000,000 -{)-
94,500,000 Q-
77,300,000 6,320,000
84,800,000 -{-
86,800,000 ~0-
90,000,000 -0-
46,500,000 )
40,000,000 -0
2,000,000 -0-
75,000,000 -0-
65,000,000 -0-
60,000,000 -0
30,000,000 -0-
160,000,000 -0-
20,000,000 -0~
90,000,000 w0«
100,300,000 0~
50,000,000 -{-
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Table IH-2 — Continued
OUTSTANDING GENERAL OBLIGATIONS BY ISSUE
(As ef December 27, 1996)

Date of
Financing Financing
Series B.. 4/1/84
Daily Demand Note 9/27/84
1085~ SELIES Avrirvorrionnsommarmninsasensessnsersssseresiines 4/1/85
SEriE8 Brvirraracsrannrassnnnnsnsnarssmonsos rminananann 4/1/85
Serial BOnds ....c.comammanssnsanssasensnnnes
Term Bonds ..ooeerernmeenenncnssanenns
Term Bonds ....o.eeverivreriomesnsasssaansnnns
Term Bonds oo oerurrnccinnnssnsnsnsisns
198G~ SEIHES Aeeeioieivmmmsnnemmseseeane e sensusrsssanasnnnn 5/15/86
Serial Bonds ... oveveverecevoracratensarnnas
Term Bonds ...oovevvvociinrisacs sarannanaran
Term Bonds ... eeimsresscncencensanesvenes
Series B .. 7/1/86
1987- Notes Senes A 11/5/87
1988- Notes Series A 3/10/88
Refunding 5/1/88
Serial Bonds
Term Bonds
Capital Appreciation Bonds
Bonds Series A.....ooormenamscoramasmaneeenencac 7/1/88
Serial Bonds
Term Bonds
Term Bonds
Accelerated Term Bonds ...
Notes Series B...oooooovonercininnnnn 8/16/88
Bonds Series B....voveneenes 12/1/88
1989- Bonds Series A..erimmnenismnmeserneereessues 1/1/89
Serial Bonds .....ccc.ocvevvreeiscnsisnnionanons
Term Bonds
Term Bonds
Accelerated Term Bonds ... .....
Bonds Series B.ovvvversrssssiessinnnn 3/1/89
Bonds Series C.... 5/1/89
Bonds Series D 8/1/89
Serial Bonds .ouueeeirenisanassssnsssneansnsns
Term BORAS -.ooveccneceaeeeeeeeeeennssnan )
Term Bonds ..ocuuevrvininnssnrsniasssainnnn
Accelerated Term Bonds .....oovvenvans
Bonds Series E . .vovoeecovrniennescrnsaennnsessanss 10/1/8%
1990- Bonds SEries A...ooviemmmncesererrmmmscsmensns s 1/1/90
Bonds Series B coovcormreeereseiseancsasnnns 3/1/90
Serial Bonds ..
Accelerated Tefm Bonds ..................
Term Bonds ...uoemeieeanmeeannes
Bonds Series C 5/1/90
Bonds Series D.....oocvrmnnniinnens 5/24/90
Bonds Series E 8/1/90

@) pursuant to a refunding escrow agreement the principal and interest on all or a portion of the bonds will be paid as it comes
due and those bonds will be calied for redemption prior to maturity. The principal amount of bonds for which payment is

provided is treated as not outstanding for purposes of this table.
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Maturity

1985-2004
1985-1989
1686-2015

1996-2001
2003
2009
2016

1695-2002
2006
2015
1987-2006
1989
1989

1981-2005
2015
1994-2004

1989-2003
2008
2018
2008
1989
1990-2009

1990-2004
2009
2019
2009
1990-2009
1966-2009

1950-2004
2009
2019
2009
1061-2010
1991-2010

1991-2005
2010
2020
1991-2010
1996-2010
1991-2010

Amount of
Issuance

110,000,600
75,600,000
150,000,000

60,010,000
40,815,000
140,130,000
50,000,000

13,145,000
13,025,000
12,015,000

247,300,000
46,480,000
26,895,000

389,505,000
2,405,000
55,545,000

2,825,000
1,200,000
7,925,000
3,050,000
61,280,000
143,980,000

4,150,000
775,000
11,175,000
3,900,000
43,755,000
71,415,000

4,150,000
725,000
11,350,000
3,775,000
63,365,000
134,495,000

3,575,000
3,975,000
12,450,000
38,170,000
65,859,000
76,810,000

Amount
Outstanding

11,630,000
-0-
12,015,000
0~
Q-
-0-

73,190,000
-0-
15,000,000

1,765,000
-0-
-0-
-0-
-0-
6,395,000

2,900,000
-0-
-0-
-0-
1,725,000
2,955,000

3,025,000
725,000
11,350,000
e
5,430,000
12,285,000

2,700,000
-0-
4,265,000
2,720,000
61,462,000
5,095,000
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Financing

Table 111-2 — Continued
OUTSTANDING GENERAL OBLIGATIONS BY ISSUE
(As of December 27, 1996)

Bonds Series F oo eeeeeenan

Serial Bonds ..o,

Term Bonds .............. .

Bonds Series G

uuuuuuuuuuuuuuuuuuuuuuu

Bonds CWF Series .o,
Bonds Series B....ccooeeeeiiiicviie i

Bonds Series C.......ovovve.

Bonds Series Du e eceeceneeens

1992~ Bonds Series A......coovuee.

Refunding Bonds ...

Bonds Series Boovvvvvecvienn

Serial Bonds ..

Accelerated Term Bonds ...............
Term Bonds co.oveevvri v

Loan Series Bo..oooooocvviue..

Refunding Bonds Series 2
Bonds Series C...

1993- Refunding Bonds Serles i

Bonds CWF Series A........

Refunding Bonds Series 2

Bonds Series A.................

Refunding Bonds Series 3
Refunding Bonds Series 6

Serial Bonds ..co.c.coooieciiciernr,
Term Bonds ...............

Term Bonds ..
Term Bonds

.......................

.......................

Refunding Bonds Series 4

Refunding Bonds Series 5. .vcvvvrveee,
Serial Bonds ..coooocervrirrivsrcceinnn
Term Bonds .......ccoiconviscniniann
Term Bonds ..o...ovcoveveneccicecevnnins

Term Bonds ...............

.......................

Term Bonds ...

1994~ Bonds CWF Series 1........

Bonds Series A....

uuuuuuuuuuuuuuuuuuuuuuu

Refunding Bonds Serles E
Refunding Bonds Series 2......ccoooeenennn.e.
Serial Bonds .........cccovvicii i,
Term Bonds .....coovviuveveeieiiinee v
Term Bonds ccovevvcvons s
Bonds Series Boooooovreivieei v

@ Pursuant to a refunding escrow agreement the principal and interest on all or a portion of the bonds will be paid as it comes
due and those bonds will be called for redemption prior to maturity The principal amount of bonds for which payment is

Pate of
Financing

Maturity

16/1/90

12/1/90
4/1/91

Various
3/15/91
6/1/191
9/1/91
3/1/92
3/1/92
6/1/92

10/2/92
10/15/92
i1/1/92
1/1/93
1/15/93
3/1/93
5/1/93
8/1/93
10/15/93

12/1/93
12/1/93

1/25/94
1/1/94
3/1/94
3/1/94

6/1/94

provided is treated as not outstanding for purposes of this table
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1991-2005
2010
2020
19922011

1992-2006
2011

2021

1993-2011
1996-2011
1992-2011
1992-2012
1993-2012
1994-2015

1993-2008
2012

2022

1995

1994-2015
1994.2013
1994-2009
1993-2011
1993-2011
1994-2013
1995-2012

1994-2006
2010
2013
2016
1994-2006

1994-2006
2010
2013
2016
2023
1994-2013
1995-2014
1995-2002

1999-2009
2014
2024
1595-2014

Amount of
Issuance

3,775,000
3,800,000
12,425,000
128,765,000

5,775,000
5,825,000
18,400,000
55,000,000
117,136,000
60,580,000
97,000,000
219,040,000
448,935,000

7,780,000
4,000,000
18,220,000
5,330,000
5,975,000
173,285,000
280,060,000
5,000,000
137,530,000
124,325,000
302,050,000

5,510,000
2,125,000
2,150,000
10,215,000
77,575,000

113,550,000
14,770,000
1,190,000
1,405,000
4,340,000
15,060,000
119,810,000
106,610,000

52,050,000
1,700,000
4,775,000

110,000,600

Amount
Outstanding

2,900,000
-(-

-
25,125,000

4,450,000
{3
18,400,000
49,357,137
109,793,000
9,680,000
23,265,000
63,895,000
425,265,000

2,380,000
125,000
6,605,000
-0~
5,510,000
73,060,000
269,720,000
4,530,456
135,570,000
107,045,000
296,560,000

4,445,000
2,125,000
2,150,000
10,215,000
54,010,000

113,695,000
14,776,000
1,150,000
1,405,000
4,340,000
14,530,085
110,515,000
71,250,000

52,050,000
1,700,000
4,775,000

99,233,827
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Table I1}-2 — Continued
OUTSTANDING GENERAL OBLIGATIONS BY ISSUE
{As of December 27, 1996)

Date of Amount of Amount
Financing Finapcing  Maturity Issuance Outstanding
Refunding Bonds Series 3o cocmnnnnen 0/15/94 1995-2008 10,400,000 8,800,000
BONdS SEHES Coovvevinorennissnsessssrssrsssennans 9/15/94
Serial Bonds -.coesorormrcnnsnmseesrerenne 1996-2013 17,135,000 16,310,000
Term Bonds 2016 5,135,000 5,060,600
Term Bonds ....cooeoemenrassraceesannranien 2020 8,535,000 8,405,000
TerTh BONAS -..ocvoureconemoce comaeecacirroncor 2025 14,195,000 13,980,000
Bonds CWF Series ©....ccoovnrranrannrarssncssnns 1/17/95 1994-2013 4,935,573 4,843,362
1995-Bonds SEries A......comroneoaeorescenonason 1/15/95  1996-2015 231,315,000 131,000,000 ©
Refunding Bonds, Series 1......covveanenens 2/15/95
Serial BOnds .....occv e cevinnceneereinnsonsn 1999-2000 4,350,000 4,350,000
Serial Bonds ..ocoovveecvnerereeecvssnessmenneen 2004 860,000 860,600
Serial Bonds ....v.vo. wrerrennebernsbesennrren 2007- 10,525,000 10,525,000
Bonds Series B. ..o vnsonssanmansnmsersrssss 2/15/95
Term Bonds ...vovvoviimesnecsecnnnnninnne 2016 4,215,000 4,215,000
Term Bonds ... 2020 7,920,000 7,920,000
Term Bonds ..... 2025 17,130,600 17,130,000
Note, SEries B oo ccrrrrecomccncses vosecrnen 7/6/95 2005 361,623 335,818
Bonds CWF Series 1.....ovvuveeaneormmnramnconsen 8/23/95 1996-2015 5,000,000 4,684,674
Bonds Series C....ccmanecsomsvarimsassasnsincas 9/15/95 1997-2016 97,480,000 97.480,000
Refunding Bonds Series 2.......ccovmeirnrn 10/15/95
Serial Bonds .......ecvvcvmnmeersnsososansossons 1997-2000 5,780,000 5,780,000
Serial Bonds ......ccovoememeiinnarrarnnn 2004-2005 2,715,000 2,715,000
Serial Bonds ........coovirnneeronnsnmsvensans \ 2007-2015 34,355,000 34,355,000
1996~ Bonds Series A.....coavvensessossomsenaressnnsssnn 1/15/96 1997-2016 158,080,000 158,080,000
Refunding Bonds, Series 1.....oecvrervrenne. 2/15/96 1996-2015 104,765,000 103,200,000
Bonds Series B vve oo meens cemnecsenononsras 5/15/96
Serial Bonds ........ovov... 1958-1999 4,215,000 4,215,000
Serial BORAS ..ovoeomsmesnmosstvessscesanans 2007-2014 16,550,000 16,550,000
Term Bonds ..o everceroracanas 2021 10,305,000 10,305,000
Term Bonds ....ovvvvecrncnsassnrnssssosssanos 2026 13,930,000 13,930,000
Bonds Series C.....ovenmeemevimsereamminnnasnasoce 9/1/96 1998-2017 115,230,000 115,230,000
Bonds CWF Series A ....cvecvvarsemnannnennnns 8/29/96 2001-2011 5,000,000 4,683,144
Bonds Series D s eessresssssnesnser 10/15/96
Serial Bonds .......ccovvevinmesierrnerceonnnnnns 2607-2009 8,550,000 8,550,000
Term Bonds ...vocvveveraeeeecrenranensrnessons 2014 3,700,000 3,700,000
Termn BOndS ....oonvrvnonsecmacissnsaesesseanan 2020 6,405,000 6,405,000
Term BORAS ..ovvineannsesnsenssnneransanssons 2027 11,345,000 11.345.000

TOTAL GENERAL OBLIGATIONS $8.747,537,196  $3.288.068.503

@ Pursuant to a refunding escrow agreement the principal and interest on all or a portion of the bonds will be paid as it comes
due and those bonds will be called for redemption prior to maturity. The principal amount of bonds for which payment is
provided is treated as not outstanding for purposes of this table.
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Table III-3

PER CAPITA STATE GENERAL OBLIGATION DEBT
1986 TO 1995

Outstanding Debt Per Capita

Year Ending Indebtedness™ Debt as % of Per

December 31 {Amounts in Thousands} Per Capita Capita Income
1986, cisncccsieninn $2,378,659 $500.35 3.56%
1987 2,351,368 492.33 335
1988..cciiciiinnen 2,403,070 40825 3.24
1989, 2,566,496 528.41 3.21
1990, 2,781,071 568.49 3.26
1991..ccvinniniennns 3,126,391 631.72 352
1992 3,065,122 613.39 3.21
1993, e 3,104,055 615 40 3.10
1994....coiicminiinn 3,244,079 638.22 3.06
1995 3,305,471 645.22 2.95

Includes obligations of nonstock, nonprofit building corporations

Sources: Legisiative Audit Burezu
Tables H1-24 and I1-27 in part II of this Annual Report.

Table IT1-4
LIMITATION ON AGGREGATE PUBLIC DEBT
DERIVATION OF AMOUNT
FOR 1996
The aggregate debt contracted in 1996 shall not exceed the lesser of (a) or {(b):
(@)  3/4 of 1% x $216,943,757,600 $1,627,078,182
() 5% x $216,943,757,600 $10,847,187,880
Deduct: Net Indebtedness 1/1/96 (3,305,470,581)

$7,541,717,299

The amount of $216,943,757,600 shown above is the aggregate full market value of all taxable
property in the State for the year 1996 as certified by the Department of Revenue.

The amount of $3,305,470,581 shown above is the net indebtedness as of January 1, 1996 as
certified by the Legislative Audit Bureau.

The lesser of (a) or (b) is $1,627,078,182. Aggregate debt contracted in the calendar year shall
not exceed this amount,

Source: Wisconsin Department of Administration.
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Table III-5

ANNUAL DEBT LAMIT COMPARED

Calendar Year

1987 e

1988

1991
1992
1993 ...

TO ACTUAL BORROWING
1986 TO 1995
Annual Debt Actual
Limitation Borrowing
$ 904,310,826 $285,985,000
914,127,417 46,480,000
949,406,681 247,155,000
969,046,384 218,535,000
1,060,277,304 484,099,000
1,131,958,171 359,716,000
1,196,902,524 427,655,000
1,287,578,726 129,325,000
1,387,461,496 286,810,000
1,511,535,818 368,322,196

Source: Wisconsin Department of Administration.

GENERAL OBLIGATIONS

Outstanding Indebtedness...

NONSTOCK, NONPROFIT
CORPORATIONS®
Wisconsin University

Building Corp. oo

Wisconsin State

Colleges Building Corp. .
Outstanding Indebtedness...

Total Outstanding

Indebtedness.........coovvunn

General

Fund

Table 111-6

DEBT STATEMENT

December 27, 1996
Tax-Supported Debt

Segregated
Funds®

Revenue-Supporied Debt™

Veterans
Housing

3

Borrowing
as Percentage
of Limitation

31.6%

5.1
26.0
21.9
45.7
31.8
35.7
10.0
20.9
24.4

364,969

1,575.000

Total

82410760945 §45.808.985 §554.765.000 S$276.733.575  $3.288.068.505

3 364,969

1,575,000

3.1.939.969 3 1939969

®  Revenue Supported Debt represents general obligation debt of the State and indebtedness of its nonstock, nonprofit
corporations issued to fund particular programs and facilities with the initial expectation that revenwes and other
proceeds derived from the operation of the programs and facilities will amortize the allocable debt without recourse Lo

the General Fund

&) Inciudes the Transportation Fund and certain admisistrative facilities for the Department of Natural Resources.

t Includes university dormitorles, food service, intercollegiate athletic facifities, certain facilities on the State Fair

prounds and capital equipment acquisition.

“  See “OTHER OBLIGATIONS; Nenstock, Nonprofit Corporations” for a description of the nenstock, nonprofit

corporations

Source: Wisconsin Department of Administration.
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Table IT1-7

COMPARISON OF OUTSTANDING
INDEBTEDNESS TO EQUALIZED VALUATION

OF PROPERTY
1986 TO 1995
Value of Taxable Qutstanding Debt as
Property Indebtedness(2) Percentage of
Calendar Year (Amounts in Thousands)  (Amonnts in Thousands) Equalized Valua
1986 .o 120,574,777 2,378,659 1.97%
1987 coiiiiias 121,883,656 2,351,368 1.93
521 S 126,587,558 2,403,070 1.90
5211 133,206,185 2,566,496 1.93
1990 ....0cirircinmnin 141,370,307 2,781,071 1.97
52123 S 150,927,756 3,126,391 2.07
1992 .o 159,587,003 3,065,122 1.92
1993 .o 171,677,164 3,104,055 .81
1994 i 184,994,866 3,244,079 1.75
995 L, 201,538,109 3,305,471 1.64

Including obligations of nonstock, nonprofit building corporations as of December 31.

Sources: Wisconsin Department of Revenue.
Wisconsin Legislative Audit Bureau,

Table I11-8
DEBT SERVICE PAYMENT HISTORY:
AMOUNT PAID ON GENERAL
OBLIGATIONS
Total
Fiscal Year Principal Interest Debt Service
$1,149,785,000 %1,104,960,605 $2,254,745,605
159,920,000 161,142,905 321,062,805
170,105,000 157,666,783 327,771,783
168,560,000 140,461,544 309,021,544
169,615,000 147,115,426 316,730,426
185,050,000 161,025,824 346,075,824
157,985,000 100,545,026 258,530,026
131,634,000 138,331,828 269,965,828
151,416,138 153,491,249 304,907,387
188,718,292 159,985,783 348,704,075
199,622,231 159,090,781 358,713,012
28.081.145 84,877,452 112,958,597

Source: Wisconsin Department of Administration.
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$2.800,491.806  $2.672,726,017 $3.533.217.823
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Table I11-9
DEBT SERVICE MATURITY SCHEDULE:
AMOUNT DUE ANNUALLY ON GENERAL OBLIGATIONS
ISSUED TO DECEMBER 27, 1996

Fiscal Year Total
(Ending June 30) Principal Interest Debt Service
1997, eocemsenens $ 179,925,924 $ 87,039,801 $ 266,965,725
1998...croecoeeeens 217,196,746 161,934,091 379,130,837
1999 ... 217,896,706 150,350,476 368,247,182
2000, o crr e e 219,998,593 139,685,070 359,683,663
2001....cremerinninans 216,185,897 129,997,313 346,183,210
20020 coiineienins 211,407,605 118,800,885 330,208,490
2003........ pverrarnananens 203,110,854 167,403,774 310,514,628
2004 188,422,721 96,916,650 285,339,371
2005............. wrenerenas 182,797,818 86,641,228 269,439,046
2006.....ccoeeimnenririne 177,407,948 76,051,918 253,459,866
2007 eeerrnvieas 172,467,238 66,918,372 239,385,610
2008...ccmiiiriinerinans 167,257,380 58,001,389 225,258,769
2000 e 166,841,734 49,085,730 215,927,464
2010 o cnermesnn . 147,589,400 40,701,871 188,291,271
3 O 131,203,740 33,410,757 164,614,497
2012 e e 105,727,553 26,854,522 132,582,075
20130 iieeisinens 86,756,350 21,741,960 108,498,310
. ¢ ) T SR 65,777,823 17,311,416 83,089,239
20715 e vinenans 53,261,474 13,721,521 66,982,995
2016 eennns 37,815,000 10,904,259 48,719,259
41§ by SR, 24,900,000 8,564,213 33,464,213
s e 13,650,000 7,224,338 20,874,338
14,600,000 6,472,950 21,072,950
14,830,000 5,668,805 20,498,895
13,570,000 4,380,258 17,950,258
12,300,000 3,721,660 16,021,660
12,050,000 3,162,985 15,212,985
2024 12,110,600 2,618,968 14,728,968
9,825,000 2,092,875 11,917,875
5,415,000 591,965 6,006,965
5,770,000 255,285 6,025,285
TOTALS............  $3,288,068,504 $1,538,227,395 $4,826,295,899

® For the fiscal year ending June 30, 1997, the table includes debt service amounts
for the period December 28, 1996 through June 30, 1997.

Source: Wisconsin Department of Administration.
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Table I1i-10

SOURCE OF DEBT SERVICE PAYMENTS
ON GENERAL OBLIGATIONS ISSUED AS OF

JUNE 39, 1996
1995-96 % 1994-95 % 1993-94 %
Tax-Supported Debt
General Fund..................... 3273,694,885 777 $260,563,556 81.2 $200,667,387 82.2
Segregated Funds............... 9,720,739 28 11,530,380 3.6 6,739,468 2.8
Subtotal........evern. 283,415,624 804 272,093,936 847 207,406,855 85.0
Self-Amortizing Debt
Veterans . .coooeccnnervories 42,703,480 121 25,829,527 8.0 20,000,377 82
University of Wisconsin ... 14,656,650 42 13,159,851 4.1 6,150,093 3.8
State Fair Park. ..o 1,165,114 03 1,671,533 03 722,871 03
Historical . .oooooererie 96,096 0.0 89,408 0.0 79,371 0.0
Housing State Departments 10,429.917 3.0 8,857,662 2.8 6,800,734 2.8
Subtotal ................. 69,048,266 1946 49,008,025 15.2 36,753,446 15.0
Total Debt Service................. $352.463.890 100.0 $321.101.961 100.0 $244,160301 100.0

Source: Wisconsin Department of Administration.

REVENUE-SUPPORTED GENERAL OBLIGATION DEBT

General

Although all general obligation bonds and notes issued by the State are supported by its full faith,
credit and taxing power, a portion of the indebtedness of the State is issued with the expectation
that debt service payments will not impose a direct burden on the State’s taxpayers and its
general revenue sources. Similarly, a portion of the indebtedness issued by nonstock, nonprofit
corporations on behalf of the State prior to 1970 and backed by lease-rental obligations of
various State agencies was issued with the expectation that the rental obligations of the State
would not be discharged from General Fund revenues. See “STATE GOVERNMENT ORGANIZATION
AND FINANCIAL PROCEDURES; Debt Issuing Organization—State of Wisconsin Building
Commission” and “OTHER OBLIGATIONS; Nonstock, Nonprofit Corporations” in part II of this
Annual Report for a description of this latter type of revenue-supported debt.

Beneficiaries and users of revenue-supported programs and facilities pay fees and other amounts
that are estimated upon issuance of the related debt to be at least sufficient to pay or reimburse to
the General Fund an amount equal to the amount to be paid out for debt service and other costs
related to the operation of the programs and facilities.

The programs and facilities financed by indebtedness designated as revenue supported in Table
111-6 all have user charges that historically have been sufficient to pay or reimburse the General
Fund for all debt service or rental obligations incurred by State agencies for these programs and
facilities. These programs and facilities support debt service payments on $831 million of State
general obligations and nearly $2 million of corporation indebtedness outstanding on December
27, 1996. Revenue-supported debt service payments were approximately 20% of the total debt
service cost for the fiscal year ending June 30, 1996. See Table III-10 in “DEBT INFORMATION”.
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Veterans Housing Loan Program
General

The veterans housing loan program, operated by the Wisconsin Department of Veterans Affairs
(“DVA™), is the largest revenue-supported program of the State. Lending activities under the
program began in 1974. Except for four revenue bond issues (which are not backed by the full
faith and credit or taxing power of the State), the program has been funded by State general
obligation bond issues (“Veterans Mortgage Bonds™). Approximately $555 million in aggregate
principal amount of the Veterans Mortgage Bonds were outstanding on December 27, 1996. All
revenue bonds issued for the program have been redeemed—see “OTHER OBLIGATIONS; State
Revenue Obligations” in part II of this Annual Report. Tables HI-11 through 1lI-20 of this part of
the Annual Report include unaudited financial and statistical information and related notes that
may be helpful in describing the operation of the Veterans Housing Loan Program.

Program Description and Operations

Veterans who wish to purchase, build, or purchase and rehabilitate homes that satisfy certain cost
or value limitations in relation to the veteran’s income may apply for a veterans housing loan.
The loan may be for the purchase of an existing home, for a construction loan, for refinancing the
balance due on a construction period loan, bridge loan or other financing with a term of 24
months or less, or for a combined purchase and rehabilitation loan of up to 95% of the home’s
value for a term not exceeding 30 years. A loan application is reviewed first by a local lending
institution and then by DVA. If the application is approved, the local lending institution originates
the loan as agent for DVA and acts as loan servicer thereafter. There are numerous other standards
required to be satisfied as part of underwriting, including a shelter-cost ratio of generally less
than 25% of income. This ratio may go up to as much as 33% under certain favorable credit
circumstances or must be reduced if certain credit risks are present. The originator of the
housing loan may charge the borrower an origination fee of one point (approximately two points
in the case of construction loans and three points on the rehabilitation portion of purchase-
rehabilitation loans).

It has been and continues to be the policy of DVA to set the interest rate charged to the borrower
at a rate calculated to be sufficient to pay the debt service on the Veterans Mortgage Bonds, the
cost of program administration and, if deemed necessary, a loan loss reserve {(which since 1985
has been charged to fund the Insurance Reserve Account described below). Veterans Mortgage
Bonds issued prior to 1985 assumed a certain level of prepayments in estimating program cash
flow. No prepayments have been assumed in scheduling principal payments for Veterans
Mortgage Bonds issued since 1985. Based on September 1, 1996 balances and existing DVA
assumptions, the cash flow of the mortgages is sufficient to meet future debt service payments
even if no mortgages are prepaid. Program loans are assumable only by other qualifying veteran
borrowers.

After deducting a servicing charge (.375% per annum), the participating lender deposits the
veteran’s monthly loan repayments and any prepayments into the Veterans Mortgage Loan
Repayment Fund (the “Fund”), a segregated statutory fund. An irrevocable appropriation is
provided by law as a first charge on assets of the Fund in a sum sufficient to provide for the
repayment of principal of, premium, if any, and interest on State general obligation debt issued to
fund the program.

Program loans financed with Veterans Mortgage Bonds are not required to be insured or
guaranteed (casualty insurance coverage is, however, required). Instead, the default risk with
respect to such loans is borne by the program. The ability of DVA to dispose of defaulted
properties and realize the amount of the outstanding principal balances of the related loans has
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varied in recent years depending upon the location of such properties within the State and their
physical condition upon foreclosure. Although DVA expects that it will continue to experience
liquidation losses, it expects that such losses will not require recourse to the State’s General
Fund, but rather will be covered by the Insurance Reserve Account within the Fund. As of
October 31, 1996, of the 16,556 outstanding veterans housing loans financed by the program
there were 169 loans of an aggregate principal amount of approximately $4.7 million for which
payments were 60 days or longer past due. The Insurance Reserve requirement (4% of
outstanding loans) is currently satisfied in full. See Table III-16 for more complete data
concerning delinquencies.

Special Redemption for Veterans Mortgage Bonds

Certain Veterans Mortgage Bonds are subject to special redemption prior to maturity, at the
option of the Commission, on any date, in whole or in part, at a redemption price equal to 100%
of the principal amount to be redeemed, plus accrued interest to the date of redemption, from (i)
unexpended proceeds of the Veterans Mortgage Bonds, (ii) payments on veterans housing loans,
or interest or income on investments in certain accounts, including money available from the
Insurance Reserve Account, in excess of amounts required to meet scheduled debt service on
Veterans Mortgage Bonds, and costs associated with the veterans housing loan program, and (iii)
prepayments of veterans housing loans funded from or attributed to any series of Veterans
Mortgage Bonds. In the event of a partial redemption, the Commission shall direct the maturities
of the Veterans Mortgage Bonds and the amounts thereof so to be redeemed. A listing of the
Veterans Mortgage Bonds subject to special redemption is contained in Table IlI-19.

The State had outstanding as of December 27, 1996, approximately $555 million of Veterans
Mortgage Bonds. Of this amount, nearly $513 million were subject to special redemption from
certain loan prepayments or excess revenues, as provided for in the resolution authorizing the
particular series of Veterans Mortgage Bonds. The State has historically received, and expects to
continue to receive, prepayments of veterans housing loans. The State may use, and has from
time to time used, veterans housing loan prepayments to make new veterans housing loans. If the
State determines that it is not feasible to make new veterans housing loans, the State intends to
use such prepayments to purchase or redeem Veterans Mortgage Bonds. A summary of
prepayments of veterans housing loans is contained in Table III-20.

In the past, it was generally the State’s policy, subject to federal tax requirements and the
redemption provisions of each particular series of Veterans Mortgage Bonds, to redeem the
highest interest rate maturities of Veterans Mortgage Bonds first. The State has modified this
policy and will generally call maturities of Veterans Mortgage Bonds based on the highest proxy
price at the time the call decision is evaluated. In establishing this proxy price, the State will (i)
determine a hypothetical yield to maturity for each maturity of Veterans Mortgage Bonds being
evaluated, using published market indices, (ii) adjust these indices to reflect the historical price
relationship of the indices to comparable Veterans Mortgage Bonds and any maturity difference
between the indices and the maturity of Veterans Mortgage Bonds being evaluated, and (iii)
convert each hypothetical yield to the proxy price. Each such special redemption shall be made
at a redemption price equal to the principal amount thereof to be redeemed, plus accrued interest
to the redemption date.
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1995 1994 1993 1992 1991
ASSETS
Cash and Cash Equivalents........... oo $135,069  $144,570  $157,568  $175351 § 197,744
INVESIMERLS. oot i e e 913 8,657
Veterans LOANS. ..o voreneer oo 528,219 472,298 535,052 593,256 633,078
Other Receivables.... . vvvraersmciosi o oo eoes e eanen 3,264 2,916 3,727 3,487 4,083
Due From Other Funds...... oo oo 234 o0l 370 51 54
Prepaid Hems.. 57 22 22 21 19
Deferred Charges " 3,789 1,829 1,281
Fixed Assets (net of accumu!ated depreciatlon) 83 68 55 71 75
Other Assets... e emnaean et 1o aesan st et ennean e 194 165 352 502 771
Total Assets e - 3670909  $622,770 $697,146  $774,933  § 844,481
Liabilities and Fund Equity
Liabilities:
Accounts Payable and Other Accrued Libilities. .. $ 11,652 § 10,018 § 1223 § 1,538 § 2,820
Diue to Other FUnds ... e e are s eraar one 102 541 167 1,281 259
Due to Other Govermnments.. 26 i2 64 25 5
Tax and Other Deposits.........o. oo vemnaennn 2 1 2 2 3
Deferred REVENUE.. .. ccoovrovroirn o meens o oeseessns 1,511 1,953 1,895 1,989 1,882
Interest Payable.. .. 3,445 3,023 15,418 17,201 5,188
Compensated Absences SRR 155 132 65 74
General Obhgat:on Bonds Payable rvonrninene 526,919 485,632 546,559 630,639 708,452
Total Liabilities . oo ae e 3543810 $501,312 $565393 $652749  $718,649
Fund Equity:
Retained Eamnings:
Unreserved... e 3 127,099 0§ 121,458 0 $131,753 0 $122,183  $ 125,833
Total Fund Equlty . e $ 127,099 $121,458  $131,753 $122,183 $ 125,833
Total Liabilities nnd Fund Equlty o _B 670,909 $622,770 $697,146  $774932  § 844,482

Table II-11

VETERANS HOUSING LOAN PROGRAM
BALANCE SHEET
AS OF JUNE 30
(Amounts in Theusands)

—_—W—_.mm_—uuu.___mmuu—nmm_
e | e e e e —

Source: Wisconsin Department of Veterans Affairs,
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Table I11-12

VETERANS HOUSING LOAN PROGRAM

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN RETAINED EARNINGS
AS OF JUNE 30

(Amounts in Thousands)

1995 1994 1993 1992 1991
Operating Revenues:
Investment and Interest Income... ...ovovvecveeeee oo, 3 35,203 $36,234 $ 50,598 $ 54,765 $ 56,480
Other Income ... -
Total Operatmg Revenues $ 35,203 $36,234 $ 50,598 554,765  '$ 56,480
Operating Expenses:
Personal Services. ..o i 8 2,907 $ 2,734 § 2,670 $ 2,599 $ 2340
Supplies and Services.. ... e 633 584 683 828 550
Depreciation 30 28 27 34 44
terest EXPENSE..ccovvovr vt svnsn it esenn 31,679 31,998 43,462 62,288 46,856
Other Expenses.... B b s e e 2,329 2,227 2,487 3,185 15,344
Total Opczatmg Expenses TR 3 2L ¥ $37,57 $ 49,329 $ 68,934 $ 65,134
Operating Income (LOSs).......c.oocommiin oo (3 2,374)  (§ 1,337) $ 1,269 (514,169) (3 8,654)
Nenoperating Revenues (Expenses):
Investment and Interest Income..........covvcvvvieviivivee . § 7,039 § 5,889 § 6,276 $ 9,485 $ 14,180
Other Expenses. ... e e o (69} {48) {76) (40)
Total Nonoperatmg Revcnuc (Expense) e 6,970 5,841 6,200 9,445 14,180
Income (Loss) Before Operating Transfers.......... ... 4,596 4,504 7,469 (4,724 5,526
Operating Transfers In... oSttt e s e s 1,468 698 1,285 1,847 2,077
Operating Transfers Oui : {10,172)
Net Income before Extmordmary [tems and Cumulauve
Effect of & Change in Accounting Principals......... ... 6,064 (4,970) 8,754 (2,877 7,603
Extraordinary Items:
Gain (l.oss) from Extinguishment of Debt......ococo ooy, (424) 2,850
Net TRCOME. ...oovocs i e e B 5,640 (3 2,120)  § 8,754 (§ 2877) §$ 7,603
Retained Earnings, Beginning of Year.....ocoooen. $121,458 $131,753 $122,184 $125,832 $118,229
Prior Period Adjustments......_........ccocvnne e e 11,825 815 (771
Residual Equity Transfers Out ........cooe e oo {20,000)
Retained Earnings, End of Year............cco.ccoocevnvnnnn. $127,099 3121,458 $131,753 $122,184 $125,832
Source: Wisconsin Department of Veterans Affairs.
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Table 111-13

YETERANS HOUSING LOAN PROGRAM
MORTGAGE PRINCIPAL RECEIPTS NET OF BOND PRINCIPAL PAYMENTS
{(Amounts in Thousands)

Principal repayments and payments on mortgage loans are deposited into the Veterans Mortgage Loan
Repayment Fund, where they are invested until used for payment of bond debt service.

Fiscal Year  Fiscal Year Fiscal Year Fiscal Year

1994-95 1993-94 1992-93 1991-92
Beginning Balance (July 1) ............ ($240,016)  ($239,596) (3237,164) ($203,472)
ADD: Mortgage Principal
Payments ........ccccnvmmocorcenernininna 54,286 103,239 81,788 73,878
LESS: Bond Principal Payments... 34,155 103,659 84.220 107,570
Ending Balance (Jung 30)......ccevon.. L3219.886)  .($240,016) ($239.596) {($237.164)

Source: Wisconsin Department of Veterans Affairs.
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Table IIi-14

VETERANS HOUSING LOAN PROGRAM
STATEMENT OF CASH FLOWS

AS OF JUNE 30

{Amounts in Thousands)

Cash Flows from Operating Actlvities:
Cash Payments to Suppliers for Goods and Services
Cash Paymeats to Employes for Services
Cash Payments for Loans Originated
{nvestmant and Interest Income
Collection of Leans
Other Operating Revenues (Expenses)
Net Cash Provided (Used) by Operating Actwmes

Cash Flows from Noncapita! Financing Activities:
Proceeds from kysunnce of Long-term Debt
Retirement of Long-term Debt
Interest Payments
Ogperating Transfers In
Operating Trensfers Cut
Residual Equity Transfers Out
Net Cash Provided (Used} by Noncapital annclng Activities

Cash Flows from Capital and Related Financing Activities:
Payments for Purchose of Fixed Assets.
Net Cash Provided (Used) by Capital and Relntcd Flnanctng Actwntlcs

Cash Flows frem Investing Activities:
Proceeds from Sale and Maturities of Investment Securities
Interest and Dividends Receipts

Net Cash Provided (Used) by Investing Acuv:ucs

Net Increase (Decrease) in Cash and Cesh Equivalents

Cash asnd Cash Equivalents, Beginning of Year
Cash and Cash Equivalents, End of Year.. .

Operating Income (Loss)

Adjustment te Reconcile Gperating Income to Net Cash Provided by Operating Activities:

Depreciation.
Amonrization .
Provision for Uncollecnb]e Accounts .

Operating Expense {Interest Expense) C!ass:ﬁed RS Noncapsm! anncmg Act

Changes In Assets and Linbilities:
Becrense (Increase) in Receivables .
Decrease (Increase} in Due From Other Funds .
Decrense (Increase) in Investments
Decrense (Increase) in Prepaid Items
Decrease (Encrease) in Deferred Charges
Decrease (Increase) in Other Assets
Pecrease (Increase) in Accounts Payable and Olher Accrued L!ﬂbll!lll‘.s
Decrease (Increase) in Compensated Absences .
Decrease (Increase} in Due to Other Funds
Decrease (Increase} in Due to Other Governments
Dacrease (Increase} in Tax and Other Deposits
Decrease (Incrense) in Deferred Revenues
Decrease (Increase) in Interest Payable

Total Adjustments. .
Net Cesh Provided by Opemtmg Actavn:es

Seurce: Wisconsin Department of Veterans Affairs,
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1995 1994 1993 1992 1951
(8 S87) (5 643) (§ 740) (5 822) (3 576)
(3,271) (699) (2,724) (2,499) (2,335)
(109,286)  {330438)  (18,357)  (30,116)  (42,986)
35,238 16,974 41,593 47,300 46,172
54286 103239 81,788 73,878 55,326
(2,311) {1,437) (171) 943 1,513
($25,032)  $103,996  §I01,389 § BA684 & 57,114
$73,052  $ 43,657 § 0 329650 S 49,411
(34,155)  (103,659)  (84220) (107,570}  (53,170)
(30,859)  (33,055)  (42,959)  (50,067)  (53,635)
1,468 428 899 2,077

(10,172 (1,388)
(20,000)
$ 9.506 (8122,801) (8127.179) (3128,476) (3 35317}
(5 45) (3 49) & 200 (§ 38 (3 24)
G 450 (3 4% § 200 (8 38 (3  24)
§ 733 §$6751 § 15887
6,970 5,858 7,073 10,686 15,438
$ 6970 & 5858 § 7,806  $17,437 8§ 31,325
(8 9,501) ($12,996) (8 17,784) ($22,393) § 33,008
144,570 157,568 175,351 197,744 164,646
§135,069  $144,572  $157,567 _ 3175351 _ $197,744
(5 2374) (5 1,337) § 1269 ($14,169) (3 8,654)
$ 30 0§ 28 § 27 % 34 0§ 44
252 138 129 (1,548)
1 (15) (5,890) (7,500) 12,198
31,679 31,998 45439 62,744 46,856
(56,280) 63,261 63,854 48,046 25,653
362 (320) 3 (54)
16,891
(35) 8 (2} (19}
8
(29) 234 150 357 415
1,634 8,780 (314) (1,283) (28,320
23 53 ®) 74 0
(439) 374 (1,114) 124 (65)
14 (52) 39 20 5
{H

(173 59 (54) 107 439
(1,783) (6,729)
(523,558)  $105.333  §100,122  $102,853 & 65,763
(§25033) 8103996 _ §101391 _ % BRGRA_ § 57111
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Table I11-15

VETERANS HOUSING LOAN PROGRAM
BONDS ISSUED AND RELATED RATES OF INTEREST
{On Bonds Issued te December 27, 1996)

Interest Rate Paid  Interest Rate Charged

Bonds Dated Amount of Issue by the State to Veterans®™
9/01/74 ® $ 37,615,000 7.62% 8.43%
5/01775 ® 24,330,000 6.91 7.85
8/15/75 50,000,000 © 5.99 7.00
12/01/75 50,000,000 @ 565 6.75
3/15/76 100,000,000 © 548 7.00
7101/76 100,000,000 5.26 7.00
11/01/76 40,000,000 4.85 6.35
215777 40,000,000 © 4.74 6.23
5/15/77 110,000,000 4.61 6.11
10/01/77 36,000,000 © 4.54 6.03
2/01/78 100,000,000 4,94 6.44
6/01/78 80,000,000 @ 5.08 6.58
11/01/78 49,000,000 5.04 6.25
2/01/79 75,000,000 © 5.68 6.88
5/15/79 76,000,000 @ 5.51 6.70
10/15/79 70,000,000 © 5.71 6.91
1/01/80 30,000,000 @ 6.27 7.31
9/15/82 30,000,000 © 911 10.20
5/01/83 20,000,000 © 8.13 9.20
12/01/83 30,000,000 8.72 9.90
4/01/84 50,000,000 © 9.12 10.30
4/01/85 260,955,000 @ 9.49 10.60
5/22/86 18,185,500 7.78 8.55
7/01/88 15,000,000 7.87 8.55
1/01/89 20,000,000 7.98 8.55
8/01/89 20,000,000 7.22 7.85
3/01/50 20,000,000 7.60 8.25
10/01/90 20,000,000 7.62 8.25
4/01/91 30,000,000 7.36 8.10
6/01/92 30,000,000 6.56 7.40
10/15/93 20,000,000 5.40 5.25®
9/15/94 45,000,000 6.62 7.25
2/15/95 29,625,000 6.46 7.45
10/15/95 42,850,000 5.58 6.55
5/15/96 45,000,000 6.07 7.00
10/15/96 30,000,000 5.93 6.90

® Includes an add-on to cover lender’s fees, DVA administrative costs and reserve for self-
insurance.

® Bonds issued by the Wisconsin Housing and Economic Development Authority. All others
are State general obligations.

© Refunded between February 1, 1994 and April 15, 1994 by General Obligation Refunding
Bonds of 1993, Series 5. Interest rates on loans remain unchanged.

@ Refunded between May 15, 1994 and July 1, 1994 by General Obligation Refunding Bonds
of 1994, Series 2. Interest rates on loans remain unchanged.

) Refunded November 1, 1994 by General Obligation Refunding Bonds of 1994, Series 3.
Interest rates on loans remain unchanged.

' Of this total amount, $18,551,000 were used to fund mortgage loans.

® A subsidy resulting from refunding savings is being used to cover the difference between the
debt service on the bonds and cash flow from the mortgages. In addition, the subsidy covers
the lender’s fees, DV A administrative costs and a reserve for self-insurance.

Source: Wiscousin Department of Administration.
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Table I11-16

VETERANS HOUSING LOAN PROGRAM
GENERAL OBLIGATION PROGRAM; 60+ DAY LOAN DELINQUENCIES

Month
Ending

1993 January........cooovmicreninn
Febriary oo cvoverreonrosnses
March....ccnveeunne cervraresseans

e S
September ...
October .........

..............

1994

AULUSL, e nsnens
September.........cooecennanne
Qctober ..ovecvereeenne.
November .......ccvvvn
December..........cccvne.
January......
February....
Mareh. ... ciiiiririsirssnns

1995

AUUSE. e

1996

August......
September ...,
October ... ..curvvevmns s s

Source:

Prineipal Number of
Amount Loans

Outstanding  Outstanding
$559,940,841 20,571
557,040,399 20,502
551,836,635 20,369
545,087,090 20,189
536,993,663 19,965
528,055,255 19,725
519,795,534 19,501
511,848,061 19,298
503,324,126 19,081
492,460,494 18,816
479,819,477 18,494
468,426,017 18,188
462,952,414 18,040
458,099,345 17,906
452,363,035 17,732
449,584,366 17,614
449,734,214 17,541
452,040,592 17,489
458,245,991 17,493
466,310,378 17,515
472,261,007 17,514
474,971,606 17,471
482,123,736 17,516
484,137,457 17,481
489,595,902 17,509
490,726,186 17,492
493,801,439 17,471
496,568,057 17,450
499,520,436 17,427
504,175,347 17,390
508,081,670 17,347
508,968,509 17,275
510,381.666 17,228
511,241,469 17,166
513,949,975 17,129
514,205,581 17,075
516,759,032 17,035
515,973,158 16,967
514,179,132 16,874
512,091,370 16,753
515,135,128 16,691
518,464,350 16,636
521,776,451 16,570
526,834,282 16,551
536,335,861 16,594
540,434,442 16,556

Wisconsin Department of Veterans Affairs.
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60+ Day Percent of
Delinquent Loans
Loans Qutstanding
280 1.36%
287 1.40
222 1.09
238 1.18
265 1.33
254 1.29
252 1.29
225 1.17
248 1.30
255 1.36
218 1.18
222 1.22
227 1.26
236 1.32
212 1.20
234 1.33
205 1.17
227 1.30
210 1.20
232 1.32
225 1.28
220 1.26
196 1.12
204 1.17
197 1.13
198 1.13
163 0.94
193 1.11
188 1.07
177 1.02
192 1.11
187 1.08
201 1.17
183 1.07
210 1.23
201 1.18
210 1.23
210 1.24
189 1.12
174 1.04
160 0.96
178 1.07
157 0.95
160 0.97
180 1.08
169 1.02
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Fiscal Year

Table TH-17

DEBF SERVICE SCHEDULE
ON STATE GENERAL
OBLIGATIONS ISSUED TO FUND
VETERANS HOUSING LOANS
(December 27, 1996)
Total
Principal Interest Debt Service
$ 16,510,000 $ 15,672,512 $ 32,182,512
20,860,000 30,320,100 51,180,100
25,080,060 29,238,590 54,318,590
26,475,000 27,954,726 54,429,726
29,435,000 26,473,353 55,908,353
31,110,000 24,929,108 56,039,108
29,390,060 23,297,889 52,687,889
26,755,000 21,864,011 48,619,011
27,445,000 20,473,699 47,918,699
26,515,600 19,092,684 45,607,684
25,270,600 17,779,644 43,049,644
22,335,000 16,425,025 38,760,025
20,195,000 15,146,655 35,341,655
15,875,000 14,046,016 29,921,016
12,950,000 13,201,759 26,151,759
12,455,000 12,458,814 24,913,814
13,763,000 11,665,360 25,430,360
13,570,000 10,791,683 24,361,683
13,910,000 9932019 23,842,019
14,530,000 9,172,851 23,702,851
16,215,000 8,069,168 24,284,168
13,650,000 7,224,338 20,874,338
14,600,000 6,742,950 21,342,950
14,830,000 5,668,865 20,498,895
13,570,000 4,380,258 17,950,258
12,300,000 3,721,660 16,021,660
12,050,000 3,162,985 15,212,985
12,110,000 2,618,968 14,728,968
9,825,000 2,092 875 11,917,875
5,415,000 591,965 6,006,965
5,770,000 255,285 6,025,285
$554,765,000 414,465,845 $969,230,845

® For the fiscal year ending June 30, 1997, the table includes debt service amounts
for the period December 28, 1997 through June 30, 1997.

Source: Wisconsin Department of Adminisiration.
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Table IT1-18
VETERANS HOUSING LOAN PROGRAM

TOTAL LOANS BY COUNTY
GENERAL OBLIGATION BOND FUNDS
THROUGH OCTOBER 1996

Number % of Number % of
County of Loans Total Loans County of Loans  Total Loans
Adams .....coceoivccnnne 131 0.27% Marinette....... oo 292 0.61%
Ashland .......coovveven 89 0.18 Marquette.........co.... 64 0.13
Barron ....c.cccovncccrcnne 406 0.84 Menominee..........c..... 5 0.03
Bayfield......cccoueene.... 86 0.18 Milwaukee ..........c.ucu. 8,830 18.31
Brown ...c.oeeeeovverivenns 2,636 547 Monroe .....oovevceeeivenne 379 0.79
Buffalo.......cc.cccvvvne. 93 0.19 Oconto v 278 0.58
Burnett......ovvmvenns 72 0.15 Oneida ..oocoocvvrin 322 0.67
Calumet..........cconeeena, 292 0.61 Outagamie.........ocevven 1,903 3.95
Chippewa ... 441 0.91 Ozaukee ..o evrvinnn 475 099
Clark .o vocovecsvnvecenns 181 0.38 Pepin ..cooooivccironinnns 46 0.10
Columbia...........covvennes 417 0.86 Pierce vrrccroinsnnns 321 0.67
Crawford ..o 105 0.22 Polk......... 185 0.38
| B 7 LT 3,667 7.60 Portage.... 660 1.37
Dodge......ccoevirirenns 716 1.48 Price.ocvviesreeeinaene 130 0.27
Door.......... s seosereon 227 0.47 Racing ..o vuvviecnne 1,982 4.11
Douglas....ccooveeannen 496 1.03 Richland.........c.cocon. 102 0.21
DUnn ... 267 0.55 | CTaTo) 1,968 4,08
Eau Claire .........cc..o.... 1,105 229 RusK.coweovsverncs e 158 0.33
Florence ....o.cu.covnvecn 8 0.02 St CroiX....cooirvvinns 521 1.08
FonddulLac............. 1,071 222 Sauk.cvv i 461 0.96
Forest...ocvmreenrarevinnns 28 0.06 Sawyer ... 58 0.12
Grant ......oomwvmvvmeenen 336 0.70 Shawano...........c.cec 260 0.54
Green ..c.oevvnnnesenennn 291 0.60 Sheboygan .......oocoeivn 1,178 244
Green Lake......ocena, 133 0.28 Taylor . cecuriuvsninn 99 0.21
Iowa ...orvrvnnreviines v 187 .039 Trempeleau................ 198 041
f£11] | U 33 0.07 Vernon.. v 135 0.28
Jackson...covvceeiiivnnn. 189 0.39 Vilas.ovwvnrirnarrinns 109 0.23
Jefferson....oovrerenn . 660 1.37 Walworth ..o 574 1.19
Juneau .......ocoveeeivennens 158 .33 Washburn......ocooooee.e. 111 0.23
Kenosha ....ccco.onevnene. 1,272 2.64 Washington. .............. 910 1.89
Kewaunee............o..... 123 0.26 Waukesha .................. 2,345 4.86
LaCrosse .....oeoeveeenas 1,124 233 Waupaca ......ccorieons 409 0.85
Lafayette .......c.covrcun.e. 117 0.24 Waushara......ccoeeiins 140 (.29
Langlade (..c.cocovvmnnnne 117 0.24 Winnebago........oovuvnne 1,872 3.88
Lincoln....cocovemrvvvinnn, 192 0.40 Wood ... v 1,004 2.08
Manitowoc .....c..cecvn. 1,068 221 Total..oovveenennn 48,220 100.00

Marathon....ccoonrreenn. 1,192 247

Source: Wisconsin Department of Veterans Affairs.
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Table HI-19

VETERANS MORTGAGE BONDS
SUBJECT TO SPECIAL REDEMPTION

L]

Dated Original Par Amount Par Amount Outstanding
Series Date Maturities January July January July Caupon
1985 Serics B 04/01/B5 1996 § 3,550,000 8.650%
1997 8,110,000 8.800
1998 8,365,000 8.900
1999 10,415,000 9.050
2000 12,700,000 9.150
2001 16,870,600 9.250
2009 140,130,000 9.500
2016 50,000,000 9.000
1986 Series A 05/15/86 1995 460,000 6.900
1896 1,055,000 7.000
1997 1,090,000 $ 1,090,000 1.250
1998 1,360,000 1,360,000 7.250
1959 1,655,000 1,655,000 7250
2060 2,200,000 2,200,000 7.500
2001 2,420,000 2,420,000 7.500
2002 2,505,000 2,505,000 7.500
2006 13,025,000 7.500
2015 12,015,000 12,015,000 7.500
1988 Series A 07/01/88 1994 75,000 $ 75,000 6.400
1995 75,000 75,000 6.600
1996 75,000 100,000 6.800
1997 160,000 100,600 100,600 § 100,000 7.000
1998 160,000 100,600 100,000 100,000 7.100
1999 160,000 125,000 160,000 125,000 1.200
2000 125,000 125,000 125,000 120,000 7.300
2001 125,000 125,600 125,000 125,000 7.400
2002 150,000 150,000 150,000 150,000 7.500
2003 150,000 200,600 150,000 195,000 7.600
2008 1,200,600 7.850
2008 3,050,000 ® 7.000
2018 7,925,000 8.100
1989 Series A 01/01/89 1994 100,000 100,600 7.000
1995 160,000 100,000 7.100
1996 100,600 125,600 7.200
1997 125,000 125,000 125,060 125,000 7.250
1998 125,000 150,000 125,000 150,000 7.350
1909 150,000 175,000 150,000 175,000 7.400
2000 175,000 200,000 175,000 200,000 7.500
2001 200,000 225,000 200,000 225,000 7.600
2002 225,000 250,000 225,000 250,000 7.650
2003 250,000 250,000 250,000 250,000 7.700
2004 275,000 275,000 7.700
2009 715,000 7.800
2009 3,900,000 ® 7.800
2019 11,175,000 7.900
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Table HI-19 - Continued

VETERANS MORTGAGE BONDS
SUBJECT TO SPECIAL REDEMPTION

Dated Original Par Amount Par Amount Outstanding™

Series Date  Maturities January July January July Coupon
1989 Series D 08/01/89 1994 100,000 100,000 6.500
1995 100,000 100,000 6.600

1996 100,000 100,000 6.700

1997 125,000 125,000 125,000 125,600 6.750

1998 125,000 125,000 125,000 125,000 6.800

1999 150,000 150,000 150,000 150,000 6.850

2000 175,000 175,000 175,000 175,000 6.900

2001 200,000 200,000 200,000 200,000 6.950

2002 225,000 225,000 225,000 225,000 7.000

2003 250,000 250,000 250,000 250,000 7.050

2004 250,000 275,000 250,000 275,000 7.100

2009 725,000 725,000 7.150

2009 3,775,000 ® 6.750

2019 11,350,000 11,350,000 7.260

1990 Series B 03/01/90 1994 75,000 75,000 6.400
1995 75,000 75,000 6.500

1996 75,000 100,000 6.600

1997 100,000 100,000 100,060 100,000 6.700

1998 100,000 100,000 100,600 160,000 6.800

1999 125,600 125,000 125,000 125,000 6.900

2000 125,000 150,000 125,000 150,000 7.000

2001 175,000 175,000 175,000 175,000 7.160

2002 175,000 175,000 175,000 175,000 7.100

2003 200,000 200,000 200,000 200,000 7.200

2004 225,000 225,000 225,000 225,000 7.250

2005 225,000 225,000 7.300

2010 3,975,000 © 7.250

2020 12,450,000 4,265,000 7.600

1990 Series F 10/01/90 1994 75,000 75,000 6.450
1995 160,000 100,000 6.550

1996 100,000 100,000 6.650

1997 100,000 125,000 100,000 125,000 6750

1998 125,000 125,000 125,000 125,000 6.850

1999 125,000 125,000 125,000 125,000 6950

2000 150,000 150,000 150,000 150,000 7.050

2001 150,000 175,000 150,000 175,000 7.150

2002 175,000 150,000 175,000 150,000 7.200

2003 200,000 200,000 200,000 200,000 7.250

2004 200,000 225,000 200,000 225,000 7.300

2005 225,000 175,000 225,000 175,000 7.350

2010 3,800,000 ® 7.300

2020 12,425,000 7.600

1991 Series A 04/01/91 1994 150,000 150,000 5,700
1995 150,000 150,000 5.900

1996 150,000 150,000 6.100
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Table I1I-19 — Continued

VETERANS MORTGAGE BONDS
SUBJECT TO SPECIAL REDEMPTION

Dated Original Par Amount Par Amount OQutstznding™

Series Date  Msturities January July January July Coupan
1991 Series A 04/01/91 1997 150,000 175,600 150,060 175,000 6.200
{continued) 1998 175,000 175,600 175,000 175,000 6.300
1999 175,000 175,000 175,000 175,000 6.400

2000 200,600 200,000 200,000 200,000 6.500

2001 225,000 250,000 225,000 250,000 6.600

2002 250,000 250,000 250,000 250,000 6.750

2003 250,060 300,000 250,000 300,600 6.900

2004 275,000 300,000 275,000 300,000 7.000

2005 325,000 325,000 325,000 325,000 7.100

2006 275,000 275,000 7.100

2011 5,825,000 ® 6.750

2021 18,400,000 18,400,000 7.500

1992 Series B 06/01/92 1994 175,000 175,000 5.600
1995 175,600 180,000 5600

1996 186,000 185,000 5.600

1997 190,000 200,000 70,000 10,060 5.660

1998 200,000 200,000 75,000 70,600 5.600

1999 210,000 215,000 80,000 75,000 5.750

2000 230,000 230,000 85,000 85,000 5.900

2001 250,000 255,000 90,000 90,000 6.000

2002 270,000 280,000 100,000 100,000 6.100

2003 290,000 295,000 105,000 110,000 6.200

2004 315,000 330,000 110,600 120,000 6.300

2005 340,000 355,000 125,600 130,000 6.400

2006 365,000 370,000 136,000 135,000 6.400

2007 370,400 400,000 135,000 145,000 6.500

2008 400,600 145,000 6.500

2012 4,000,000 ® 125,000 6.000

2022 18,220,000 6,605,000 6.600

Originsl Par Amount Par Amount Qutstanding®™
May November May November
1993 Series 6 10/15/93 1994 210,000 165,000 2.70/2.80

1995 170,000 170,000 3.300

1996 175,000 175,000 3.650

1697 180,000 185,000 180,000 185,000 3.830

1598 185,000 165,000 185,000 155,000 4000

1999 195,000 195,000 195,000 195,000 4.100

20060 205,000 216,600 205,000 210,000 4.200

2001 210,600 220,600 210,600 220,000 4.300

2002 220,000 230,000 220,000 230,000 4.450

2003 230,000 240,000 230,000 240,000 4550

2004 240,000 250,000 240,000 250,000 4 650

2005 255,000 260,000 255,000 260,000 4.750

2006 270,000 270,000 270,000 270,600 4.850

2010 2,125,000 2,125,000 5150

2013 2,150,000 2,150,000 3.250

2016 10,215,000 10,215,000 5.300
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Table IF1- 19 — Continued

VETERANS MORTGAGE BONDS
SUBJECT TO SPECIAL REDEMPTION

(a}

Dated Original Par Amount Par Amount Outstsndingmm

Series Bate  Maturities May November May Navember  Coupon
1993 Series 5 12/01/93 1994 95,000 2.500
1995 20,000 85,000 3.200

1996 20,000 95,000 3.600

1997 95,000 95,000 95,000 95,000 3.800

1998 95,000 100,600 95,000 100,000 4.000

1999 105,000 105,000 105,000 105,000 4.100

20600 105,000 6,805,000 105,000 6,805,600 4200

2001 3,605,000 9,135,000 3,605,600 9,135,600 4350

2002 5,650,000 10,885,000 5,650,000 10,885,000 4.450

2603 8,425,000 9,555,000 8,425,000 9,555,000 4.550

2004 7,160,000 11,000,000 7,160,060 11,600,000 4,650

2005 8,875,000 10,275,000 8,875,600 10,275,000 4750

2006 9,000,000 12,025,000 9,000,000 12,025,600 4 850

2010 14,710,000 14,770,000 5200

2013 1,150,600 1,190,000 5.300

2016 1,405,000 1,465,000 5350

2023 4,340,000 4,340,000 5400

1994 Series2 03/01/94 1999 10,565,000 16,565,000 4.850
20600 9,070,000 9,070,000 5.000

2001 8,680,000 8,680,000 5.100

2002 6,350,000 6,390,000 5.200

2003 4,810,000 4,810,000 5.300

2004 3,715,000 3,715,000 5.400

2005 2,540,000 2,540,000 5.500

2006 2,050,000 2,050,000 - 5.600

2007 1,760,000 1,760,600 5700

2008 1,580,000 1,580,000 5.800

2009 850,000 850,000 5850

2014 1,740,000 1,700,000 6.100

2024 4,775,000 4,775,000 6.200

1994 Series 3 09/15/94 1995 800,000 3.900
1996 800,000 4.300

1997 800,000 800,000 4.550

1998 800,000 800,000 4.750

1999 800,000 800,000 4.900

2000 800,000 800,060 5.000

2001 800,000 806,000 5.100

2002 800,000 8G0,600 5.200

2003 800,000 860,000 5.300

2004 800,000 806,000 5.400

2005 £00,060 860,000 5.500

2006 600,000 600,000 5.600

2007 600,000 600,000 5.700

2008 400,000 400,000 5.800

1994 Series C 09/15/94 1996 575,000 5.500
1997 610,000 600,000 5.500
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Table I11-19 — Continued

VETERANS MORTGAGE BONDS
SUBJECT TO SPECIAL REDEMPTION

Dated Qriginal Par Amount Par Amount Outstanding®
Series Date  Maturities May November May November Coupon

1994 Series C (9/15/94 1998 635,000 625,000 5.500
(continued) 1999 670,000 660,000 5.500
2000 700,066 690,660 5,500

2001 740,000 730,000 5.500

2002 780,000 770,600 5.600

2003 825,000 §15,000 5.700

2004 870,000 853,000 5.800

2005 915,000 900,000 5.500

2006 980,000 965,000 6.000

2007 1,040,000 1,025,000 6.100

2008 1,105,000 1,090,000 6.200

2009 1,175,000 1,155,000 6.300

2610 1,255,000 1,235,000 6.300

201 1,335,000 1,315,000 6.400

2012 1,415,000 1,395,000 6.400

2013 1,510,000 1,485,000 6.500

2016 5,135,000 3,060,000 6.600

2020 8,535,000 8,405,000 6.600

2025 14,195,000 13,980,000 6.650

1995 Series 1 2/15/95 1999 1,119,000 1,110,000 5250
2000 3,240,000 3,240,000 5300

2004 860,000 860,000 5550

2008 1,300,000 1,300,000 5800

2009 1,380,000 1,380,000 5.800

2010 1,465,000 1,465,000 6.000

2011 1,560,000 1,560,000 6000

2012 1,660,000 1,660,000 6.000

2013 1,765,000 1,765,000 6.000

2014 1,395,000 1,395,000 6.100

1995 Series B 2/15/95 2016 4,215,000 4,215,600 6.400
2020 7,920,000 7,920,000 6.500

2025 17,130,000 17,130,000 6.500

1995 Series 2 10/15/95 1997 1,100,000 1,100,000 4.000
1998 1,685,000 1,685,000 4.150

1559 1,395,600 1,355,000 4.250

2000 1,600,000 1,600,000 4.350

2004 730,000 730,000 4.850

2005 1,985,000 1,985,000 4950

2007 1,975,060 1,975,000 5.200

2008 3,245,000 3,245,000 5.250

2009 3,450,000 3,450,000 5.400

2010 3,660,000 3,660,000 5.400

2m1 3,895,000 3,893,000 5.500

2012 4,130,000 4,130,000 5.600

2013 4,390,000 4,390,000 3.700
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Table I11-19 — Continued

VETERANS MORTGAGE BONDS
SUBJECT TO SPECIAL REDEMPTION

Dated Qriginal Par Amount Par Amount Outstanding®
Series Date  Maturities May November May November Coupon
1995 Series 2 10/15/95 2014 4,660,000 4,660,000 5.750
(continued) 2015 4,950,000 4,950,000 5.750
1996 Series B~ 5/15/96 1998 2,060,000 2,060,000 4.400
1999 2,155,000 2,155,000 4,700
2007 6,730,000 6,730,000 5500
2008 5,430,000 5,430,000 5600
2009 3,255,000 3,255,000 5.700
2010 200,000 200,000 5800
2011 210,000 210,000 3300
2012 230,000 230,000 6.000
2013 240,000 240,000 6.000
2014 255,000 255,000 6.000
2021 10,305,000 10,305,000 6.100
2026 13,930,000 13,930,000 6.200
1996 Series D 10/15/96 2007 4,500,000 4,500,000 3.250
2008 2,250,000 2,250,000 5.300
2009 1,800,000 1,800,000 5.400
2014 3,700,000 3,700,000 5750
2020 6,405,000 6,405,000 5.800
2027 11,345,000 11,345,000 6.000

® As of Decembet 27, 1996.
® Accelerated Redemption Term Bond.

Source; Wisconsin Department of Administration
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Table IH-20

SUMMARY OF PREPAYMENTS ON VETERANS HOUSING LOANS
Prepoyments July 1993 - November 1996

Interest Rate
Charged to  July-December  Janunry-June July-December January-June Joly-December Junuary-June  July-November
Morigage Pool __ Velerans 1993 1994 1954 1995 1995 1996 1996

1975 Series D 700% § 634017 § 613166 5 136438 5 286,037 5 367.234 5 345447 5 200423
1975 Series E 6.75 657,992 553,660 254,570 434,064 245,766 3574 185.214
1976 Series A 700 £,337,201 1.275,599 678,884 635,740 545972 687,683 588,561
1976 Series B 700 [,479,844 1.261.943 597.983 788.808 560.318 5i4.761 508,570
1976 Serfes C 635 472,086 525,780 337.184 242,129 253,176 245,267 252,816
1977 Seriecs A 623 665,761 713,086 179,566 189.148 277,7t1 285,782 326,519
1977 Series B 6.11 1.877390 1.527,007 855453 1,077,667 791.031 952,596 686,627
1977 Series C 6,03 499,635 478,770 346,185 261.582 370,158 307,585 199.065
1978 Series A 644 1,551,614 £497.457 009,377 965.115 758,099 772,863 880,324
1978 Series B 658 1,576.371 £.469.064 £,082.228 564,820 564,578 885,364 728,837
1578 Series C 625 646.24% 840,258 453,544 510,999 480,062 449,647 430.504
1979 Series A 688 1,234,885 1.526.167 798,570 958.196 735,468 649,636 590,576
1973 Series B 6.70 1,343,920 1,363,951 1.022.337 747,993 705.763 802258 B44.046
1979 Series C 6.91 1.560,361 998,268 1.055.657 1,021.204 496146 996,467 744,979
1980 Series D 131 813,247 818,851 249,527 663,140 436,219 253,869 276,554
1982 Serics B 1020 1,400,814 1,244,820 362,936 231772 237.984 362,068 129.714
1583 Series A 920 2,103,008 1,360,036 196.448 421,509 248,377 322,863 QL0957
1983 Series C 9.50 . 2,653 853 1.508,773 3n5,033 354,153 299,388 476,456 274,570
1984 Series A 10.30 3,458.988 2,934,997 551,639 656,634 555.636 834,788 753,034
1985 Scries B 10.60 [441,960 868,969 210,975 320.816 58,902 139859 219,873
1986 Series A 855 4,303,910 2.550.814 788,706 552.049 625,861 1.067.002 471,968
1988 Series A 855 2,578,092 1,103,551 286.011 200,370 224,347 432,037 104,029
1989 Serics A 835 3005292 1,607.832 585,461 621.630 293,160 595,560 486.58%
1989 Series D 785 2,203.306 105,249 579.109 449,771 491,865 352,851 715,285
1950 Series B 825 1,617,734 3.584.319 595,927 287,041 406,606 858,800 371,081
1990 Series F 825 3,081,738 1.376.430 959,041 158,711 505.603 714,794 378.488
1991 Series A 816 3,292,257 2,675,245 855,632 736,050 451,956 880,732 65215
1992 Sexies B 740 171,647 347,585 276.247 238,581 244,494 540,482 355,481
1994 Series C 725 N/A WA 77,042 162,562 565,401 433,513 768,449
1995 Series B 745 N/A N/A N/A 1.083 33,350 490,009 112,533
1993 Series 6 525 ¢ 23,857 147,347 28,803 E47.116 42,377 484,945
1994 Series | 6.00 NIA N/A NA 200,027 159,553 238,892 262,195
1995 Series | T45 NIA N/A NA N/A 11,232 271,433 131,431
1995 Series 2 6.55 NIA NA WA N/A N/A 9.699 124.454
1996 Series B 700 : N/A N/A N/A N/A NIA 0 13,419

Totnls $47373,122  $37.235.605 $15,960,089 515468733 513,196,533 517.668.544 $14,383,196

Source: Wisconsin Department of Veterans Affairs.
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PART IV
MASTER LEASE CERTIFICATES OF PARTICIPATION

This part of the Annual Report includes information about master lease certificates of
participation issued under the State of Wisconsin Master Lease Program (the “Program™)
pursuant to the authority granted in Chapter 16 of the Wisconsin Statutes. Master lease
certificates of participation are issued under and secured by a Master Indenture, dated as of July
1, 1996, among the State of Wisconsin, acting by and through the Department of Administration
(the “Department”), Firstar Bank Milwaukee, N.A. (the “Lessor”) and Firstar Trust Company,
Milwaukee, Wisconsin (the “Trustee” and “Paying Agent”).

Master lease certificates of participation evidence a proportionate interest of the owners thereof
in certain lease payments to be made by the State, acting by and through the Department, for the
rental of certain equipment and service items purchased pursuant to the Second Amended and
Restated Master Lease #1992-1, dated as of July 1, 1996 (the “Master Lease”), between the
Lessor and the State, acting by and through the Department.

The full faith and credit of the State are not pledged to the payment of the master lease
certificates of participation; the State is not obligated to levy or pledge any tax to pay the Lease
Payments. The master lease certificates of participation do not constitute debt of the State or any
of its subdivisions.

The law firm of Foley & Lardner provides bond counsel services to the State for issuance of
master lease certificates of participation. The firm of Public Financial Management provides
financial advisory services to the State the Program.

This Annual Report includes information and defined terms for different types of municipal
securities issued by the State and has been gathered from multiple sources. The context or
meaning of terms used in this part of the Annual Report may differ from that of terms used in
another part.

THE MASTER LEASE PROGRAM

General

The State, acting by and through the Department, created the Program in September 1992 for the
purpose of acquiring equipment for state agencies through installment payments. Legislation
signed into law in July 1994 expanded this purpose to acquire, in limited circumstances, prepaid
service items. The Program is available for all State agencies, which includes 18 State
departments and any office, department, agency, institution of higher education, association,
society or other body of the State which is entitled to expend moneys appropriated by law,
including the legislature and the courts. Through the period ending November 30, 1996, 15 of
the 18 State departments have used the Program for acquiring $100.2 million of equipment or
service items.
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Program Structure

The structure of the Program consists of the Master Lease and the Master Indenture. The Master
Lease contains general terms and conditions applicable to both the Program and Lease Schedules
entered into at various times by the Lessor and the Lessee and added to the Master Lease. See
“SUMMARY OF THE MASTER LEASE”. The Master Indenture establishes a trust which consists of
certain Lease Schedules, Lease Payments, Leased Items and other property and rights related to
those Lease Schedules, including the security interest granted in the Master Lease (the “Trust”).
The Trust serves as a common pool of collateral, ratably securing all present and future master
lease certificates of participation. See “SUMMARY OF THE MASTER INDENTURE”. Supplemental
Indentures are periodically authorized and executed pursuant to the terms of the Master Indenture
for the purpose of creating one or more series of master lease certificates of participation to
evidence proportionate interests in certain Lease Payments to be made by the State, acting by and
through the Department.

Program Operations

The Program has been structured to place within the Department centralized control of day-to-
day operations. Functions related to Program administration, review of requests to use the
Program and day-to-day Program operations occur in the Capital Finance Office; functions
related to review of requests to use the Program and biennial budget preparation occur in the
State Budget Office; and functions related to Lease Payments due under the Master Lease occur
in the State Controller’s Office. Each of these offices is within the Department’s Division of
Executive Budget and Finance.

State agencies submit a written request to the Capital Finance Office stating their intent to utilize
the Program for acquiring an equipment or service item. This written request is reviewed and
approved by the Capital Finance Office, State Budget Office and the Secretary of the
Department. Requests which include information technology items are also reviewed and
approved by the Department’s Division of Technology Management. This review process
includes a determination by the Capital Finance Office that lease financing is the best alternative
for a particular circumstance, and a determination by the State Budget Office that current
resources are available to make the Lease Payments due in the current fiscal year. Upon
receiving approval to use the Program, the agency completes procurement of the equipment or
service item on behalf of the Lessor and pursuant to State procurement requirements.

Upon installation and acceptance of the equipment or service item (certified to the Program by
the agency’s completion of the Master Lease Program Notice of Equipment Acceptance form),
the agency forwards all related outstanding invoices to the Department for payment. Parallel to
making payment to the equipment or service vendor, a Lease Schedule is prepared by the
Department and executed by the Department (as Lessee), Lessor and State agency. This Lease
Schedule is then added to the Master Lease. The Lease Schedule includes an agreement between
the Department and the State agency that identifies the budgetary appropriation from which the
related Lease Payments will be made

The Program includes a two-phase financing structure. See “SECURITY FOR MASTER LEASE
CERTIFICATES OF PARTICIPATION; Two-Phase Financing Structure”. Payments to the equipment
or service vendors are made with proceeds from the revolving credit facility, which provides
acquisition financing for the Program. Requests for draws on this revolving credit facility are
made as payments are required to be made to the equipment or service vendors.

Lease Payments due under the Master Lease are collected by the State Controller’s Office.
Scheduled Lease Payments are automatically withdrawn from the appropriations identified by the
agency and approved during the review process and electronically wired to the Trustee.
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State Appropriation Process

Lease Payments due under the Master Lease are not included in the State budget as a separate
budget line item; rather, Lease Payments are included with other expenditures in one or more of
an agency’s existing budget lines. State law establishes procedures for the budget’s enactment.
The Secretary of the Department, under the direction of the Governor and with assistance from
the State Budget Office, compiles all budget information and prepares an executive budget
consisting of the planned operating expenditures and revenues of all State agencies. The State
Budget Office review and approval of requests to use the Program helps assure that Lease
Payments will not be mistakenly omitted from a biennial budget.

The executive budget is submitted to the Legislature on or about February 15 of each odd-
numbered year. The Legislature’s Joint Committee on Finance reviews the executive budget and
reports its findings to the full Legislature, usually in the form of a substitute budget bill. Upon
concurrence by both houses of the Legislature in the appropriations and revenue measures
embodied in the budget bill, the entire bill is submitted to the Governor. The Governor is
empowered to sign the bill into law or to veto all or part of the bill. If the Governor vetoes any
portions, those items may be reconsidered in accordance with the rules of each house and, if
approved by two-thirds of the members of each house, will become law notwithstanding the
Governor’s veto.

State law provides that in the event that a budget is not in effect at the start of a fiscal year, the
prior year’s budget serves as the budget until such time as a new one is enacted.

The Department maintains separate accounts for all appropriations, showing the amounts
appropriated, the amounts allotted, the amounts encumbered, the amounts expended and certain
other data necessary to the financial management and control of all State accounts. The
Department also maintains the general ledgers of the General Fund and all other funds of the
State.

Should estimated revenues prove to be less than anticipated in the budget or should expenditures
for open-ended appropriations be greater than anticipated, the budget could move out of balance.
The Wisconsin Statutes provide that if, following the enactment of the budget, the Secretary of
the Department determines that budgeted expenditures will exceed revenues by more than one-
half of one percent of general purpose revenues (consisting of general taxes, miscellaneous
receipts and revenues collected by state agencies which lose their identity and are available for
appropriation by the Legislature), no action can be taken regarding approval of expenditure
estimates. Further, the Secretary of the Department must notify the Governor, the Legislature
and its Joint Committee on Finance, and the Governor must submit a bill correcting the
imbalance. If the Legislature is not in session, the Governor must call a special session to take up
the matter.

SECURITY FOR MASTER LEASE CERTIFICATES OF
PARTICIPATION

General

Master lease certificates of participation represent a proportionate interest in certain Lease
Payments made by the State under the Master Lease. The State is required under the Master Lease
to make Lease Payments from any source of legally availabie funds, subject to annual
appropriation, and the scheduled Lease Payments are sufficient to pay when due, the semiannual
principal and interest payments on the master lease certificates of participation. The obligation of
the State to make Lease Payments does not constitute an obligation for which the State is
obligated to levy or pledge any form of taxation or for which the State has levied or pledged any
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Jorm of taxation. The obligation of the State to make Lease Payments does not constitute debt of
the State or any of its political subdivisions. See “RiSK FACTORS; Event of Nonappropriation”.

Cross-CoHateralization

Pursuant to the Master Indenture, the Lessor has and will continue to assign to the Trustee for the
benefit of all certificate holders all of its right, title and interest in and to the funds and accounts
outlined in the Master Indenture, the Lease Schedules specified from time to time in one or more
Supplemental Indentures, and all Lease Payments, Leased Items and other property and rights
related to those Lease Schedules, including the security interest granted in the Master Lease, all of
which serve as collateral to the master lease certificates of participation. The Trust will serve as a
common pool of collateral, ratably securing all present and future master lease certificates of
participation; all Leased Items are cross-collateralized regardless of their funding source or the time
at which they are financed by the Program. An Event of Default or Nonappropriation under any
certificate constitutes an Event of Default or Nonappropriation under all outstanding master lease
certificates of participation so that any remedial action affects all master lease certificates of
participation equally. Once a Lease Schedule is fully paid, the applicable Leased ltem no longer
serves as collateral. See “SUMMARY OF THE MASTER INDENTURE” for other provisions of the
Master Indenture.

In the opinion of Bond Counsel, the transfer of Lease Schedules by the Lessor to the Trustee
constitutes a true sale and not a secured transaction. The State’s obligation to make Lease Payments
does not depend upon any service provided by the Lessor, and thus the transfer of Lease Schedules
would be unaffected by any insolvency of the Lessor.

Reserve Fund

The Master Indenture allows for the funding of a reserve fund for a specific series of master lease
certificates of participation. In the event that the Department establishes a reserve fund under the
Master Indenture, the amounts in the reserve fund will only be available to the series of master
lease certificates of participation for which the reserve fund was authorized.

Essential Use

A certification is made for each Leased Item that it will be used to perform a governmental
function, some of which functions may be deemed “essential” government functions. Examples
of Leased Items currently existing in the Trust include the State’s accounting system, expansion
of the State’s central mainframe computer, information technology items that provide automated
services for the State, and equipment used by inmates in the State’s prison system to
manufacture, process and transport various products and goods.

Centralized Control and Review

The Program structure allows the Department’s Division of Executive Budget and Finance fo
administer many Program activities. Program functions related to administration, review and
day-to-day operations occur in the Capital Finance Office; Program functions related fo review
and biennial budget preparation oceur in the State Budget Office; and Program functions related
to Lease Payments occur in the State Controller’s Office.

Two-Phase Financing Structure

The Program implements a two-phase financing structure. In the first phase, all Leased Items are
initially financed with proceeds from the revolving credit facility. The revolving credit facility is
a line of credit, and the State, acting on behalf of the Trustee, requests draws from the revolving
credit facility only for amounts equal to invoices presented to the Program for payment. A
master lease certificate of participation has been issued to the current provider of this revolving
credit facility, Bank of America Illinois, evidencing the State’s repayment of balances under the
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facility. The State pays interest on funds provided by the facility based on a variable, taxable
inferest rate. Use of this line-oficredit approach eliminates any nonorigination risk since an
obligation is created only after the Leased Item has been installed and accepted and an invoice
has been presented to the Program for payment.

In the second phase, the State at various times, acting on behalf of the Trustee, intends to sell
additional master lease certificates of participation to refinance the revolving credit facility with
proceeds of a fixed-rate, and most often tax-exempt, financing. All sources of financing for the
Program are completed under the Master Indenture. See “SECURITY FOR CERTIFICATES; Cross-
Collateralization”.

Appropriation Process

The central control of the Program provides the State Budget Office with knowledge of all past,
current and pending scheduled Lease Payments due under the Master Lease. lease Payments
due under the Master Lease are not included in the State budget as a separate budget line item;
rather, Lease Payments due under the Master Lease are included with other expenditures in one
or more of an agency’s existing budget lines. The Secretary of the Department, under the
direction of the Governor and with assistance from the State Budget Office, compiles all budget
information and prepares an executive budget consisting of the planned operating expenditures
and revenues of all State agencies.

State law establishes procedures for establishing and enacting a State budget. State law also
provides that in the event a budget is not in effect at the start of a fiscal year, the prior year’s
budget serves as the budget until such time a new budget is enacted.

The Secretary of the Department has statutory power to order reductions in the appropriations of
state agencies (which represent less than one-third of the General Fund budget). See Part I of this
Annual Report for additional information on the State budget process.

Priority of Claims

The Master Lease includes representations that, if an emergency arises that requires the
Department to draw vouchers for payment which will be in excess of available moneys, the
Secretary of the Department will establish a priority schedule for payments which shall give a
high priority to Lease Payments due under the Master Lease, but not higher than the priority
given to payments on outstanding general obligation bonds.

Event of Defauit

An Event of Default can occur under the Master Lease and Master Indenture (i) if the
Department fails to pay any scheduled Lease Payment or other amount due under the Master
Lease at the specified time and such failure continues for a period of five days, (ii) if the
Department fails to observe or perform any covenant, condition or agreement with respect to any
Leased Item or the Master Indenture for a period of 30 days after written notice of such failure,
(iii) if the Lessor makes a reasonable determination that any representation or warranty made by
the Department in the Master Lease was untrue in any material respect, or (iv) if any other event
designated as an Event of Default under any Supplemental Indenture occurs. See “SUMMARY OF
THE MASTER LEASE” and “SUMMARY OF THE MASTER INDENTURE™ for additional information on
events of default and remedies available under the Master Lease and Master Indenture.
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RISK FACTORS

Event of Nonappropriation

The State's obligation to make Lease Payments is subject to appropriation of the necessary funds by
the Wisconsin Legislature. There is no assurance that sufficient funds will be appropriated or
otherwise will be available to make the Lease Payments. A failure by the State to make a Lease
Payment with respect to any Leased Item would cause a termination of the Master Lease with
respect to all Leased ltems. The State's obligation to make Lease Payments is not a general
obligation of the State. Rather, the Master Lease is a contract entered into by the Department
pursuant to separate statutory authority.

The Master Lease does not include a nonsubstitution clause. If an Event of Nonappropriation
should occur, the State is allowed to acquire and use a similar equipment or service item for the
same function as the equipment or service item for which no appropriation was made.

While it is possible that failure to make the Lease Payments would thereafter hinder the State's
access to the capital markets, it should not be assumed that the Legislature would find that possible
consequence a compelling reason to make the appropriations needed for Lease Payments.

Essential Use of Leased Items

Although the State has made certain representations that the Leased Items each serve a
governmental function, some of which functions may be deemed “essential” government functions,
it should be assumed that the State could function without any of the Leased Items.

Security Interest in Leased Items

Although the State has provided a security interest in the Leased Items to the Trustee (for the
benefit of the owners of the master lease certificates of participation), the master lease certificates
of participation are not offered on the basis of the collateral value of the Leased Items or value of
any other pledged asset. The Lease Term is not permitted to exceed the useful life of the Leased
Ttem; however, it should not be assumed that the value of the Leased Item at any time will exceed
the portion of the remaining Lease Payments that will be applied to principal or that the existence of
such an excess would motivate the State to continue making Lease Payments. Typically it is
difficult to realize the full value of collateral through sale of the collateral, and some of the Leased
Items, such as service items or intangible property, may be particularly difficult to sell. Records that
evidence the security interest are kept by the Department, separate and apart from the records kept
by the Secretary of State with respect to security interests in most other property.

Tax Exemption

After termination of the Master Lease, there is no assurance that subsequent payments made by
the Trustee with respect to the master lease certificates of participation and designated as interest
will be excluded from gross income for federal income tax purposes.

Applicability of Securities Law

After termination of the Master Lease, the transfer of a master lease certificate of participation
may be subject to compliance with the registration provisions of applicable federal and state
securities laws. Accordingly, there is no assurance that liquidity of the master lease certificates
of participation will not be impaired following termination of the Master Lease.
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Table IV-1

OUTSTANDING MASTER LEASE CERTIFICATES OF
PARTICIPATION BY ISSUE

(As of November 30, 1996)

Date of Amount of Amount
Financing Financing Maturity Issuance Quisianding
1996~ Master Lease COPs Series A
(Revolving Credit Agreement) 7/1/96 1999 $ 50,000,000 $ 4,191,192
Master Lease COPs Series B .................. 11/8/96 3/1/97-9/1/03 38,260,000 38,260,000
Total Master Lease COPs ... $42,451,192
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Moster Lease
Schedule No.

93.02
93.05
9306
93-67
93.08
93-09
93-k0
93413
93-17
93-18
93-19
93.20
9321
93-23
93-24
93-25
93-26
9327
93.28
94-01
94-03
94-04
94-05
9406
9407
94-08
94-0%
94-10
94-11
94.12
94-15
94-16
94.17
94-19
94-20
94-21
94-23
94-24
94-25
94-26
54.27
54-28
94-29
94-30
94-31
94-32
94-33
94-35
94.36
94-37
94-39

Table IV-2

OUTSTANDING MASTER LEASE SCHEDULES
(As of November 30, 1996)

Orgination
Date
29-Jan-93
16-Mar-93
11-Mar93
29-Apr-93

27-Mny-93
27«Mpy-93
09-hun-93
28-}ul-93
16-Aug-93
F6-Aug-93
[5-8ep-93
i5-5ep-93
[5-Sep-93
30-Nov-93
30-Nov-93
20-Dec-93
26-Dec-93
28-Dec-93
28-Dec-93
25-Feh-94
G6-Apr-94
B6-Apr-94
26-Apr-94
30-Jun-94
03-Muy-94
03-May-94
10-May-54
10-Masy-94
10-May-54
k6-May-
20-Muy-34
20-Muay-94
FO-Jun-94
36-Jun-94
30-Jun-94
13-Tul-94
18-Jul-94
28-Jul-94
28-Jul-94
10-Aug-54
10-Aug-94
10-Aug-94
31-Aug-94
31-Aug-94
31-Aug-94
14-5ep-94
14-5ep-94
14-Sep-94
14-5ep-94
30-5cp-94
30-Sep-94

Maturity
Date

01-Feb-59
01-Feb-97
01-Feb-97
01.Feb-97
Gl-Aug-99
01-Aug-98
01-Feb-97
01-Aug-9%
01-Aug-98
01-Aug-58
01-Feb-99
0l-Aug-98
01-Feb-97
0}-Feb-99
0F-Feb-97
0F-Feb-97
0}-Feb-97
01-Feb-97
01-Feb-99
fH-Feb-99
01-Feb-98
O1-Feb-07
01-Feb-98
01-Aug-99
0]-Feb-98
01-Aug.27
01-Feb-97
G1-Feb-99
01-Avg-97
01-Feb-99
01-Aug-97
0l-Aug-99
0F-Aug-97
0i-Aug-98
0i-Aug-99
01-Aug-97
01-Aug-97
01-Aug-99
01-Feb-99
01-Aug-98
01-Aug-97
01-Aug-57
01-Aug-97
C1-Aug-00
01-Aug-99
01-Aug-98
01-Aug-97
01-Aug-97
01-Aug-9%
01-Aug-97
01-Aug-98

Agency
DOA
uw
Uw
Uw
DOA
STATE
DOR
DOA
STATE
Uw
uw
STATE
DNR
STATE
DNR
uw
uw
DOA
Uw
STATE
uw
uw
uw
STATE
BOY
uw
uw
DOA
DOA
DDA
DOA
STATE
DOl
AG
UwW
BOA
DNR
uw
Doc
uw
DoJ
DOA
DNR
DOA
STATE
DocC
DiL.HR
DOA
uw
DOA
DR

Equipment
Accounting System Costs thru 12/31/92
250 Computer Workstntions
Ethernet Cards & Servers
Misc. Library Automation Equipment
Accounting System Costs }/1/93-4/30/93
Text 2000 BiHl Drafting 3/1/93-4/30/93
Data Friry System for Tax Preparation
Accounting System Costs $/1/93-7/1/93
Text 2000 Bill Drafting. 5/1/93-731/43
Lab Information Manogement Equipment
Used IBM Computer Mainfame
‘Text 2000 8ill Drafting
Computer Training Room Equipment
Text 2000 Bill Draliing
Computer Trining Room
Library Automation System (4 Cnmpuses)
Library Automation System {6 Compuses)
Direct Access Storsge Devices
Graphics Image Recorder/Printer
Hardware/Softwore\Text 2000 11/1/93-131
Caomputer Hasdware, Disk Centroller, Cabl
Computer Software, Disk Storage Equipmat
Muinframe Computer, Disk Drive
Micro Fiche Render
Automated Fingerprint [T System
Wlrnsound System
Librory Autorantion System
Kerox Printer
Direct Access Storage Devices
Escon Fiber Backbone
Geographic Information Systems Equipment
Hardware/Soft/Text 2000 2/1/94-4/30/94
Hardware/Seftware Stntewide Police Stati
Camputer Server
Laob Information Manngement Equipment
Optical Librory
Printers, Network Nodes. LAN Electronica
Mainframe Computer
Bulk Milk Truck/License Plnte Tooling
Duplicating Equipment
Vendata Enforver Software
Geogruphic Information System
Printers, Network Nodes & L AN Electronic
Accounting Systerm Costs WES3-6/30/%4
Hardware/Soft/Text 2000 5/1/94-6/30/94
Semi-Tractor Truck
Infrastructure Hordware & Software
Hordwasne ond Software
Furniture for Regent 5t Building
Direct Acsess Stormps Devices
Personnl Computers pnd Hardware
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Amount
Financed Principal Balance
$2,565,372 B6 $ 118152893
401.478 00 53,99276
26,732.60 3,580.83
186,673 94 25,783 80
2,1RB, 175 89 1,161,720.42
337.810 00 141,331 58
31171 00 17.766.98
654.527 06 353,817.88
656211 00 286,582.44
173,749 51 6760541
372,000 00 116.033 56
577339 57 254,049 90
61.279 50 9,391 60
927,069 90 483,242 90
39,485.00 6.511 28
460,650 00 75,377 64
1.633,754.95 267,586.47
1,575,386 00 25827382
356,707 00 175,686 84
751,723 60 469,121.06
150.000 00 50,012 98
356,478 50 65,494 71
1,550,779 24 596,352 12
57.634 00 5.942.46
3,617,655 00 1,172,079 98
147,950 30 30,812 65
689.854.00 134,018 09
245,600.00 136,405 82
1,407,060.00 465.716.86
710.581.60 405,709 59
105,524 30 9,141 20
948,157 65 590,049 56
248,690 G0 83,576.07
43,523 40 22,662 33
42,635 00 2681673
256,854 00 89.057.25
§3.976 00 22,281.93
326,062 9 208,210.63
77959 80 45,959 34
133,570 00 71,502 58
27222500 97.033 79
168,641 18 60,111 64
28238 86 10,238 92
4.342.320.19 3,152,645 13
1.0§3.423.30 661,661 18
56,804 00 31,036.61
108,078 60 39,600 5t
181.900 00 66,649.01
300,803 41 196.737.09
800,526 00 298,088 16
68,454 63 6,064 46
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Table IV-2 — Continued
OUTSTANDING MASTER LEASE SCHEDULES

(As of November 30, 1996)

Master Lease  Orgination Maturity Amount
Sehednle No. Date Date Apency Equipment Finonced Principal Bolance
94-40 14-0ct-94  0l-Aug-0§ DOC John Deere Combine 93,898 95 73,776.8%
9441 14-0ct-94  01-Feb-99 DOA  Escon Director Ponis 65,520 00 40,460.47
9442 14-Q¢t-94  0f-Feb-97  VTAE Personal Computers and Hardware 18,346.00 6,496 95
94+43 31-Oct-94  0l-Aug-87 DOA  (eographic Information Systems Equipment 68,888 41 13,630 06
94.44 31-0ct-94  01-Aug-98 DPl  Personal Computers & Hardware 129,004 99 7281042
9445 31-0ct-94  {1-Aug-99 UW  Furniture for Regent Strect Building 39,804 31 26641599
94-46 23-Mov-94  {H-Aug-5% UW  (as Chromatograph/MS System 76,145 24 3167775
94.48 23-Nov-94  01-Aug-99 STATE Hordware/Software: Text 2000 System 38791900 264,242 59
95-02 G4-Jan-85 Ol-Aug-97  DILHR PC's, Printers and Hardware Upgrades 127,881 00 52,48143
95-03 G4-Jon-95  O1-Aug-97 DOA  DASD end DASD Controlier 557,100 40 228,63598
55.04 31-Jun-95  01-Aug-98 PPl Personsl Computers and Hardware 103,445 16 62,290 25
95.0% 30-Jan-95  01-Feb-00 UW  Lab Info Mgt System (LIMS} 96,397 GO 71221 87
95-06 07-Feb-95  01-Fecb-98  DILHR Laptop Computers/Printers 238,543 94 126,342 20
9507 13-Feb-95 01-Feb-98  DILHR Computer/Voice Hordware 158,033 0% 84,108 40
95-08 27-Feb-95  01-Aug-97 DOA  GIS Equipment 2900571 7.329 74
95-09 29-Feb-95  (1-Feb-99 DOC  License Plate Tooling 3741820 25053 88
9510 27-Feb-95 -Aug99 STATE Hardware/Software: TEXT 2000 System 360,728 85 258,143 86
9511 27-Feb-95  0l-Aug-9% UW  Fumiture for Regent Strect Building 381353 3,719.14
95.12 27-Mar-9%  01-Feb-98 BOA  DASD 741,000 00 409913 74
9514 29-Mns95  QF-Aug-99 W Fumitare for Regent Street Building 438,329 80 31917203
95.17 04-Ap:-95  01-Feb-97 DOT  Fumiture for $th Floor Hill Farms 163,541 77 27,536.30
9518 07-Apr35  01-Feb-97 DNR  Upgrade and Expansion of DNR VAX Network 120,738 97 34,693.21
95.19 12-Apr-25  0I-Feb-58 DOA  Amdahl Computer Upprade 2,250,491 00 1.267,140 8%
9520 24-Apr-95  01-Aug-99  STATE Hardware/Software: TEXT 2000 System 503,480.88 LA
95-21 {8-May-25 01-Feb-00 DOT  Systems Fumiture for Ban Claire Dist 20245398 £57,761 77
9522 26-May-95 01-Feb-98 DOA  Muinframe Computer Upgrade 800,000 90 467925 86
95.23 02-fun-95  01-Aug-97 DNR  Upgrade and Expansion of ENR Netwark 56,484 93 2716089
95-24 02-Jun-§5 O1-Feb-98 DNR  Expand Computer Training Facility 193418 46 1§3.401 37
95-25 16-Jun-95 01-Feb-98  DILHR Operator Workstations - Call Centers 752,371 00 447,322 12
95.26 27-hun-95  01-Avg-97 DOA  GIS Equipment 582775 1,697 39
9528 27-hun85  01-Aug-97 DNR  Upgrade end Expansior: of DNR Netwark 118,000 34 58,527 09
95.29 27-Jen-95  01-Feb-98 DNR  Expand Computer Training Facility 29,518.75 17140 11
95.30 f4-1ul-95 01-Feb-98  DILHR Systems Fumiture/Chairs {Call Centers) 353,091 13 216019 12
95-32 E4-2ul-95  01-Feb-00 UW  Maintenance Equipment 97,928 00 78,429 36
95-33 25-3ud-95  01-Feb-00 UW  Chromatography System (Bictechnology Cnt 60,000 00 48,342 51
9535 25-131-95  O0l-Aug-98 OA DASD 910,000 00 627953 81
95-36 27-Jul-95  01-Aug-97 DNR  Computer Hardware/Software {(Network) 18,680 43 964121
95-37 27395 0l-Aug-9% UW  Lsb Management information Sytem Equip 740000 543951
95-38 28-Aug95  Ol-Aug-9% DER  LAN {Computer Hardware/saftware) 71431 60 56,537.91
95.39 15-8ep-95  01-Aug-00 UW  Mainframe Mini-Computer 140.260 04 102,236.68
95-40 28-Aug-95 0f-Aug-99 STATE Huordwore/Softwore: TEXT 2000 System 389,225 08 309,207 64
95-41 28-Aug-95 Of-Aug-98 DOR  Delinguent T'ox Collection System 158,637 .17 112,208 40
9542 19-8ep-95 01-Aug-02 DOA  Distance Education Network (WONDER) 1.585.260 00 1,390,992 i6
9543 15-Sep-85  01-Aug-97 DNR  Computer Hardware (Expend Network) 169,109 22 92,941 07
9544 22-8ep-95  01-Aug-98 DOA  High-Speed Tape Drves 221,086 00 [59.836 49
9545 02-0ct-95  (H-Aug-00 DOA  Fromt-End Processors 373,664 06 320,902 76
9546 02-0ct-95 (H.Aug-89 STATE Hardware/Software: TEXT 2000 System 96,202 90 T1.812 81
95.47 20-0ct-95  01-Aug-9% DOC  GMC Truck 46,820 00 38,308 36
95-48 20-0ct85 01-Aug-98  DIEHR Computer Hasdware and Routess 86,966 52 64,378.23
95.49 07-Nov-95  01-Avg-93 DER  LAN (Computer Hardware/Software) 118,555 61 98,053.29
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Table 1V-2 — Continued
OQUTSTANDING MASTER LEASE SCHEDULES

(As of November 30, 1996)

Master Lease  Orgination Maturity Amount
Schedule No. Date Date Agency Equipment Finpnced Principal Bolance
95-50 H-Nov-33  05-Aug-00 DOT  Office Furniture {Truax Center} 170,331 26 149,173.08
935-51 30-Nov-95  0f-Aug-98 DOA  Muinframe Printer Attachments 82,935 00 63.346.38
95-52 30-Nov-95  0F-Aug-98 DNR  Software Licences {Network) 87,898 00 67,56%.15
95.53 30-Nov-95  Oi-Aug-98  DILHR  Systems Furniture-Call Centers 185,047 39 219,365 02
95-54 30-Nov-95 0Of-Aug-98 DILHR Computer Prnters 42.174 00 32.420.09
95-55 §2-Dec-95  OF-Aup-98 DOR Delinguent Tox Cotlection System (69,275 15 131579 11
9556 [2-Dec-95  0i-Aug-98 DOA  DASD 52,650 00 48,73223
95-57 28-Dec-95 0F-Aug-98 DPILHR  Computer Hordwars (PCs) 701,562 GO 474,340.66
95.58 28-Dec-95  0F-Aug-98 DOA  Mninframe PrinterAttnchments 51417760 406,992 35
96-02 11-Jan96 0I-Aug-99 STATE Hardware/Software: TEXT 2000 Systems 41.754 6D 36,096.47
96-03 1E-Jen-96 Ol-Aug-02 DOC Dby Processing Equipment 164,140 GO 155,681 17
96-04 11-Jan-96 Of-Aug-00 DOT  Office Furniture {Truax Center) 65,336 32 58,838 50
96-05 22-Jen-96  01-Feb-GO UW  Computer Hordware/Software-Admn Sprt Sys 562,815.060 733,180 71
96-06 25-Jen-96  01-Feb-89 UW  Computer Hardware-Routers, Modem. Server 81.107.80 68.749 11
96-07 0(2.Feb-96  OI-Feb%9 DOA  High-Speed Tope Drives 144,060.00 122,952.61
96-48 7-Feb-96  01-Feb-59 DOA  Dhreet Access Storage Devicss T61,848.00 653,564 95
96.09 07-Feb-96  01-Feb-01 UW  Duplo Booklet Meking System 53.010.00 4903067
96-10 OF-Mar-%6  01-Feb-01 DOT  Office/System Famiture 73.303 81 64.203.19
96-13 O0b-Mar-86  01-Feb-%9  Tourdsm Computer Hardware/IT Infrastrucsure Itemn 68,766.06 60,056 98
96-16 26-Mar-36  01-Feb00  STATE TEXT 2600 Bill Drafling System 67,251 00 62,317 31
96-17 10-Apr-96  01-Feb-01 DOT  Systems Fusniture-LaCrosse 254,852 90 243.868.0%
96-18 10-Apr-96  01-Feb-31 DOT  Systems Funriture-Eau Claire 105462 17 100.900.64
56-19 10-Apr-96¢  D1-Feb-H DOT  Systems Furniture 44.348.47 42,255 BS
96-20 1G-Apr-96  01-Feb-97 BOA  CPU Upgrades 925,000 00 579,319 16
9621 10-Apr-96  01-Feb-99  DILHR  Systems/Cffice Furniture 187,933 07 170,280 73
96-23 19-Apr-96  01-Feb-01 DOA  Mail Inserter (Mailstar 300) 277 .808.00 267.031 28
96-24 15-Apr-96  01-Feb-99 DOA  Computer Hard/Software {EIS/VenderNet) 59,980.50 5470047
9625 26-Apr-96  01-Feb-98 UW  Personal Computers 218,055 00 125,860.10
96-26 i9-Apr-96  01-Feb-03 BOC  Textile Cutting Machine/CADD (Pay #1) 49,600 .00 48,516.01
96-27 I0-Apr-96  01-Feb-00  BTATE  Personnl Computers, Computer Software 2,309.506.00 2.195,004.73
96-28 26-Apr-96  01-Feb-97 DOA  DASD t52.146 D0 100,617 63
96-29 H-Apr-26  01-Feb-0t DOA  High-Speed Tope Brrives £35.000 60 130,246.71
96-30 165-Apr-96  01-Feb-03 DPOT  Database Re-desigm 146821 55 81.767 17
96-31 26-Apr-96  01-Feb-99 DOA  Computer Aided Software Engineering{(CASE 1.200,000.00 1.104,53% 51
96-32 20-May-96  01-Feb-99 DOR PCeEquipment/Brslinguent Tax Collection 163,115.97 153417 94
96-33 04-Jun-96 O1-Feh-99 UW  Computer Hardware 157,586.25 150,244 26
9635 20-Muoy-86 {1-Feb-03 BOT  Aprit Database Re-desipn Costs 121.662 64 103.064 44
95-38 04-Jun-6  01-Feb-99 UW  d-Wheel Drive Trueks (4) 83,120 40 79,095.52
96-39 04-Jun-96 (1-Feb-00  STATE Computer Hordware/Software 221.18335 21496823
96-40 04-Jun-96  (1-Feb-03 DOC  Dniry Processing Equipment 74,700.00 74,536.82
G641 04-Jun-96 01-Fch-99 DHSS  Computer Hordware (L-AN) 133,223 50 126.063.74
96-42 14-Jun-96 01-Feb-01 UW  Relractive (Eye) Laser 471,500 00 468,146,274
$6-43 14-Jun-96  OH-Feb-03 DOC  Textile Cutting Mochine/CADD (Pay#2) AL245 00 31,143 29
9644 14-Jun-96 01-Feb-01 DOC  Semi-Tractor Truck 5994500 59,094.20
96-45 37-Jup-36  O1-Feb-9% DOR  Equipment/Computer Hardware for Seanning 95,201 55 92,677.40
96-46 Zt-Jun-96  Of-Feb.0% DOR  Computer Hordware (LAN) 84,422 10 82,183 75
9647 27-Jun-96  0}-Feb-03 DOT Moy Daotabase Re-design 236,615 97 23690340
S6-48 3796 0F-Feb-00  STATE BT Migration Projest (Instalt, Trining) 209,580 86 206,440 08
9549 17-Jun-96 O1-Feb-G3 DOC  Textile Cutting Mochine/CADD {Pay #3) 97.715.00 97,833 70
96-5¢ 27--96  Of-Feb-00 UW  Voice Mail System 131750 00 129775 59
96-51 27-Jun-86  00-Feb-99  DILHR  Office Fusstiure Workforcs Mgmt Software 73,508 9% 7155998
96-52 28-Jul-96  01-Mur-03 DOC  Sewing Machines {Private Tnd Initintive) F12,621 50 112,261 56
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Table V-2 — Continued
QUTSTANDING MASTER LEASE SCHEDULES

{As of November 368, 1996)

Master Lense  Orgination Maturity Attt
Schedule No, Date Date Apency Equipment Financed Principal Balance
9653 29-Jul-96  01-Sep-99 DNR  Network Communications Equipment 164 845 94 166,302 02
96-54 29-Jul-96  D1-S5ep-99 DNR  AlphaServers 87,384 67 88,156 83
96-55 Of-Aug-96  91-Mer-99 DOA  Computer Hardware/Software (EIS) 25,458 00 24,756 36
96-56 0f-Aug-96 G1-Mar-03 DOT  June Database Rcdcs's'gn 129,291 31 £28,970 99
96-57 0I-Aug-96  01-Sep-9% DWD  Personal Computers/Priniers 124 922 23 125,985 77
96-58 01-Aug-96  01-Sep-9% DWD  Systems Furniture 52,500 16 52,947 12
96-59 01-Aug-96 01-Mar-08  STATE {1 Migration Equipment 494,295 62 486,455 12
96-60 01-Aug-96 01-Scp-02 UW  NEWCS Dist Edue Network 158,394 85 159,152 13
96-61 15-Aug-96  01-Mor-03 DOA  Infinstructure for DOT MDT Project 531,916 34 539,088 28
9662 15-Aug-56 ©1-Sep-99 BP!  Computer Workstations 115,684 46 11640229
96-63 03-5¢p-96 01-Mar-00  STATE Computer Hardware/Softwase/Training {iT) 57,832 00 58,084 98
96-64 03-Sep-96  01.5cp-03 DOT  July Datobase Redesign Invoices 221,175 04 222,159 33
96-65 03-Sep-86  (1-Mnr03 DOC  Textile Cutting Macking/CADD (Pay #4) 17,688 90 17,837 4¢
96-66 16-8ep-86  0-Sep-99 DWED  Interactive Yoice Response Units 162,814 00 §63,415 74
96-67 16-Sep-96  01-Mar-99 DOR  Local Area Netwark (LAN) Equipment-Wi-Z 140,790 00 62,988 il
96-68 16-8ep-96 01-Mar-99 DOR  Local Area Network (LAN)-Audit Bur 39,457 06 39,581 55
96-69 16-8cp-96  01-8ep-97 DOA  Amdaht CPU Upgrade 1,609,060 00 1,611,457 26
96-70 16-8ep-96 C1-Mar-00 STATE Computer Hordware/Software/ Training (IT) 103,087 25 103,538.19
9671 01-0c¢t-85  01-Muor-03 DOC  Garment Cutting Maochine/CADD 5657400 5704 78
9672 01-Qct-96  01-Sep-97 DOA  HDS CPU Upgrade 504,000.00 504,769 71
96-73 01-0ct-96  01-Sep-03 BOT  August Payment-Dotabase Redesign 168,597 60 169,812 28
96-74 01-0ct-96  Ol-Mar-00  STATE IT Migration {Hardware/Software/Training 126,891 83 127,446 90
9675 01-0ct-06  01-Sep-03 DOA  Infrostructure for Mobite Data Terminal 163,543 44 164,721 71
95-76 0-0ct-96  01-Sep-99 DNR  AlphaServers 70,514 69 W0
96-77 12-0ct-96  01-Sep-99 DWD 30 Persenal COmputersMNetwork Cards 184.250.00 184,250 00
96-78 22-0c1-06  01-S2p-99 DOA 1T Infrastructure Equipment/SAS! 187,045 86 187.045 86
96-79 22-0ct-96  01-8Sep-99 UW 96 Personal Computers 215,503 00 215,503 .00
96-80 G-Nov-96  0f-Mar-00  STATE 1T Migration Plan - Hordware/Software/Tr 159,055 .86 155,055 86
96-81 01-Nov-96  01-Muor-03 DOT  Driver/Motor Vehicle Database Redesing 209,124 35 209,124 56
96-82 #1-Nov-36  0F-Mar-03 DOA  Mabile Datn Terminal Infastructure 499,255 33 499,255 33
96-83 Ol-Nov-96  01-Sep-00 DOA VideoConferencing Equipment 93,564.35 93,564 35
96-84 15-Nov-96  #1-5cp-99 DOA 1T Infeastrucutrs Equipment/SAS] 14971 1) 374,971 11
96-85 27-Nov-96  01-Mar-03 DOT  DriverMotor Vehicle Database Redesign-N £30,566.07 130,566.07
96-86 27-Nov-96  0F-Mnar-00  STATE T Migmtion Pion - Hord/Software/Train 91,239 717 91,239.77
96-87 27-Nov-96  01-Sep-00 UW  Golf Course Maintenonee Equipment 89,185 00 84,185 00

TOTALS; $42,043,911.20

SUMMARY OF THE MASTER LEASE

The following is & summary of certain provisions of the Master Lease. This summary does not
purport to be complete, and reference is made to the full text of the Master Lease for a complete
recital of its terms,

Definitions
Unless the context requires otherwise, for purposes of this Summary of the Master Lease, the
following terms shall have the definitions stated:

"Contractor" means (i) each manufacturer or vendor from or with whom the Lessee (a) has ordered
or will order Equipment Items or (b) has contracted or will contract for the manufacture, delivery
and installation of Equipment Items, or (ii) each service provider from or with whom the Lessee has
ordered or will order Service Items.

"Costs of Leased Items" means the amounts payable by the Lessor to a Contractor for Service
Items or Equipment Items, or to the Lessee as reimbursement, for acquisition and any related
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installation of any Equipment Items, including progress payments and capitalizable administrative
and management costs, taxes, inspection and report costs, permit fees, interest prior o the date the
Equipment Items is placed in service, or any other capitalizable costs, fees and charges as may be
necessary or incident to such acquisition or installation.

"Equipment Items" means one or more items of tangible personal property (or as specifically
approved for lease by the Lessee's counsel, intangible property) designated from time to time by the
Lessee and described in a Lease Schedule, which property is or will be leased in accordance with
the Master Lease.

"Fiscal Year" means the 12-month fiscal period of the Lessee which commences on July 1 of each
year and ends on June 30 of the succeeding year.

"Lease Schedule" means any individual schedule of Leased Items executed by the Lessor and the
Lessee under the Master Lease, substantially in the form specified in the Master Lease, and any
attachments or riders thereto.

“Lease Schedule Term” means with respect to any Lease ltem, the period from the date from
which rent accrues until the final payment date, as set forth on the related Lease Schedule.

"Lease Term" means the period during which the Master Lease shall be in effect, as specified in the
Master Lease,

"Leased Items" means Equipment ltems and Service Items.

"Lessee" means the State of Wisconsin acting by and through its Department of Administration or
any successor department or agency.

"Lessor” means Firstar Bank Milwaukee, N.A., its corporate successor or transferee and, except
where the context requires otherwise, any assignee thereof under an assignment consented to in
writing by the Lessee.

"Nonappropriation”" means the determination by the Lessee that the Wisconsin State Legislature
has failed to appropriate necessary funds for the continued performance of the obligations of the
Lessee under the Master Lease.

"Purchase Price" means, with respect to any Leased Item, the amount so designated and set forth
in the related Lease Schedule as the price for termination of the Lease Schedule with respect to such
Leased Item as of any date on which payment of such price is permitted, or the price for purchase
under the Master Lease.

"Rent" means, with respect to any Leased Item, the amount payable to the Lessor on each Payment
Date during the Term of the Master Lease, as shown in the related Lease Schedule.

"Service Items" means Services designated from time to time by the Lessee and described in a
Lease Schedule, which services are or will be provided to the Lessee in accordance with the Master
Lease.

"Specifications”" means the bid specifications and/or purchase order pursuant to which a Leased
Item has been ordered from a Contractor, as amended from time to time.

"State" means the State of Wisconsin.

"State or Federal Law" means any law of the State or of any political subdivision of the State; any
law of the United States; and any rule or regulation of any of the foregoing.

"Trustee" has the meaning assigned in Section 12.1.
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Acquisition, Delivery and Lease of Equipment

The State of Wisconsin, acting by and through the State of Wisconsin Department of
Administration, as lessee, and Firstar Bank Miiwaukee, N.A., as lessor, have entered into a Master
Lease under which the Lessee shall provide written notice to the Lessor which shall identify (i)
Leased Items it desires to order for lease thereunder; (ii) the anticipated Lease Schedule Term of
such Leased Items; and (iii) the anticipated date or dates on which the Costs of Leased Items shall
be due and payable; and shall confirm to the Lessor the Lessee's expectation that as of such
anticipated date or dates sufficient moneys will be available to pay such costs, as arranged solely by
the Lessee. The Lessee (or the Lessor at the Lessee's request) shall order such Leased Items from
one or more Contractors selected by the Lessee.

The Lessee shall have sole responsibility for selecting the Leased Items; preparing agreements
necessary to order the Leased Items; reviewing and approving any purchase agreements, service
contracts, licenses, warranties and the like pertaining to the acquisition, delivery, installation, use
and maintenance of the Leased Items; arranging for the delivery, installation, testing, servicing and
maintenance of the Leased Items; providing any documents as may be reasonably requested by any
lender or trustee making funds available to the Lessor under the Master Lease for the purpose of
acquiring the Leased Items to obtain a security interest or lien on the Leased Items and related
Lease Schedule.

Upon delivery and any required installation of any Equipment Item, the Lessee shall inspect such
Equipment Item and if it meets the Lessee's Specifications, the Lessee, before the end of the
acceptance period agreed to by the Contractor, shall provide to the Lessor a completed and executed
Certificate of Acceptance in the form specified in the Master Lease. At the time the Equipment
{tem is accepted, the Lessee shall take all actions necessary (and the Lessor shall assist as
requested) to perfect a security interest therein in favor of the Lessor or any party to which such
security interest is assigned with the Lessee's consent. Before the commencement of service for a
Service Item, the Lessee shall provide to the Lessor a completed and executed Certificate of
Acceptance in the form specified in the Master Lease. Any Leased Items thus acquired shall
thereon become subject in all respects to the Master Lease, and upon acceptance as described above
the obligation to pay Rent shall commence with respect to the Leased Items.

The Lessor leases each Leased Item to the Lessee, and the Lessee leases each Leased Item from the
Lessor, upon the terms, conditions and limitations set forth in the Master Lease. The Lessor
covenants not to interfere during the Lease Term with the Lessee's quiet use and enjoyment of the
Leased ltem, and the Lessee shall during the Lease Term peaceably and quietly have and hold and
enjoy the Leased Item, without suit, trouble or hindrance from the Lessor, except as expressly set
forth in the Master Lease,

Lease Term and Lease Termination

The Master Lease shall be in effect for a term which shall commence on its date of execution and
shall end on the date that all Rents and other amounts payable in respect of all Leased Items have
been paid, unless extended by the Lessor and the Lessee, or unless earlier terminated as provided in
the Master Lease. With respect to any Leased Item, the obligation to pay Rent shall commence (a)
on the date of execution of the related Lease Schedule and Certificate of Acceptance in the forms
specified in the Master Lease or (b) if the alternative acquisition procedure described in the Master
Lease is used, on the date that sufficient moneys are received in the fund from which Costs of
Leased Items shall be paid, and in either event shall terminate on the date set forth in the related
Lease Schedule or as provided in the Master Lease.
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Subject to appropriation, the Lessee presently intends to continue the Master Lease in effect for the
entire Lease Term and to pay all Rent relating to the Leased Items. The Lessee agrees that there
shall be included in the appropriate budget requests prepared under Section 16.42 of the Wisconsin
Statutes for each Fiscal Year all Rent coming due in such Fiscal Year with respect to all Leased
Items. In the event an emergency arises that requires the Lessee to draw vouchers for payments that
will be in excess of available moneys and the Secretary of Administration establishes a priority
schedule for payments under Section 16.53(10) of the Wisconsin Statutes, the Secretary shall give a
high priority to payment of Rent.

In accordance with Section 16.75(3) of the Wisconsin Statutes, the continuance of the Master Lease
beyond the limits of funds already available to the State is contingent upon appropriation of the
necessary funds. In the event of Nonappropriation for any Fiscal Year, the Lessee shall have the
right to terminate the Master Lease in the manner and subject to the terms specified in the Master
Lease. Termination shall affect all Leased Items that are subject to the Master Lease. The Lessee
shall effect such termination as of the last day of a Fiscal Year by providing to the Lessor (i) a
written notice of termination and (ii) to the extent funds are available or have been appropriated,
payment of any Rent or other amount which is then due or will be due by the end of such Fiscal
Year. The Lessee shall endeavor to give the Lessor advance notice of termination at the time the
Lessee has reascnable certainty of any Nonappropriation and resulting termination. In the event of
termination of the Master Lease based on nonappropriation, upon the Lessor's written request, the
Lessee shall deliver possession of all Leased Items to the Lessor in accordance with the Master
Lease and shall convey to the Lessor, or release, its interest in all Leased Items within thirty days
after termination of the Master Lease.

Upon termination of the Master Lease in accordance with the above paragraph, the Lessee shall not
be responsible for the payment of any Rent scheduled to come due in any succeeding Fiscal Year;
provided, however, that if, after being requested by the Lessor to do so, the Lessee has not delivered
possession of all Leased Items to the Lessor in accordance with the Master Lease and conveyed to
the Lessor or released its interest in all Leased Items in accordance with the Master Lease, the
termination shall nevertheless be effective, but in the event the Lessee fails to take such action (that
is, the Lessee retains possession or an interest in any Leased Item), the Lessee shall be responsible
for damages in an amount equal to Rent thereafier coming due for such Leased Item attributable to
the number of days afier such termination during which the Lessee fails to take such action.

With respect to any Leased Item, the respective Lease Schedule shall terminate upon the occurrence
of the first of the following events: (a) payment of all Rent and other amounts required to be paid
under such Lease Schedule; or (b) exercise by the Lessee of its option to terminate such Lease
Schedule by payment of the applicable Purchase Price pursuant to the Master Lease. The Master
Lease shall terminate (which shall affect all Leased Items) upon the occurrence of the first of the
following events: (c) termination for Nonappropriation in accordance with the Master Lease; or (d)
default by the Lessee and the Lessor's election to terminate the Master Lease.

Insurance Requirements; Loss or Damage to Equipment Items

The Lessee shall provide insurance coverage against the following risks, through its self-funded
liability and property programs, for which sum-sufficient appropriations are made under Sections
20.865 (1) (dm), (), and (fin) of the Wisconsin Statutes:

(i) damage to or destruction of Equipment Items, in an amount sufficient to
pay a claim equal to the full replacement cost of such Equipment Items;

(ii) liability for injuries to or death of any person or damage to or loss of
property arising out of or in any way relating to the condition or the
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operation of the Equipment Items or arising out of or in any way relating
to Service temns; and

(iii) the employer's costs for employee's worker's compensation under chapter
102 of the Wisconsin Statutes covering all employees or, in, near, or
about any of the Equipment Items.

The Lessee assumes all risks and liabilities for loss or damage to any Equipment Items and for
injury to or death of any person or damage to any other property arising from use of the Equipment
Items or arising with respect to Service Items, whether such injury or death is with respect to agents
or employees of the Lessee, or third parties, and whether such property damage relates to the
Lessee's property or to the property of others, to the extent such loss, damage, injury, death or
damage to other property is caused by acts committed by an officer or employee of the State while
acting within the scope of employment or any agent of the State while acting within the scope of the
agency.

If after delivery of any Equipment Items to the Lessee all or any item of such Equipment is lost,
stolen, destroyed or damaged beyond repair, the Lessee shall as soon as practicable after such event:
(a) replace the same at the Lessee's sole cost and expense with Equipment Jtems that the Lessee has
not previously owned of at least equal value to that of the Equipment Items immediately prior to the
loss or other event; whereupon, subject to the Lessor's reasonable written approval, the replacement
equipment shall be substituted for such Equipment Items through endorsement on the appropriate
Lease Schedule; or (b) pay the applicable Purchase Price with respect to such Equipment Items.

On payment of the Purchase Price with respect to any Leased Item, the Master Lease shall terminate
with respect to such Leased Item and the Lessee thereupon shall become entitled to such Leased
Item, WITHOUT RECOURSE, AS IS, WHERE IS, WITHOUT WARRANTIES, EXPRESS
OR IMPLIED, INCLUDING WARRANTIES OF MERCHANTABILITY OR FITNESS
FOR ANY PARTICULAR PURPOSE OR FITNESS FOR THE USE CONTEMPLATED BY
THE LESSEE OR ANY OTHER WARRANTIES WHATSOEVER except for any warranty
provided by the Contractor and except that such Leased Item may be subject to any lien or
encumbrance created by or arising through the Lessor unless the Lessee has obtained the written
consent of any lender or Trustee holding a security interest in or lien against such Leased Item
releasing such security interest or lien.

Other Obligations

The Lessee shall exercise due care in the installation, use, operation and maintenance of the
Equipment Itemns, and shall not install, use, operate or maintain the Equipment Items improperly,
carelessly, in violation of any State or Federal Law, or for a purpose or in a manner contrary to that
contemplated by the Master Lease.

The Lessee shall, at its own expense, maintain, preserve and keep all Equipment Items in good
repair, working order and condition, and shall from time to time make all repairs or replacements
necessary to keep Equipment Items in such condition. The Lessor shall have no responsibility for
any of these repairs or replacements.

Except as expressly limited by the Master Lease, the Lessee shall pay all charges of any kind which
are at any time lawfully assessed or levied against or with respect to Equipment Items, the related
Rents or any part thereof, or which become due during the Lease Term, whether assessed against
the Lessee or the Lessor. If requested, the Lessor hereby agrees to provide reasonable assistance to
the Lessee in contesting any charge that may be assessed against the Lessor.
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Rights in Equipment; Security Interest

Legal title to and ownership of all Equipment Items and any and all repairs, replacements,
substitutions and modifications shall be in the Lessee, and the Lessee shall take all actions
necessary to vest such titie and ownership in the Lessee. Upon termination of the Master Lease
pursuant to the Master Lease and upon the Lessor's written request, the Lessee shall transfer to the
Lessor its entire interest in all Equipment Items and the Lessee shall have no further interest therein.

The Lessee hereby grants to the Lessor a continuing, first priority purchase-money security interest
in and to each Equipment ftem, the Rents and other proceeds of Leased Items, and all replacements,
substitutions, modifications and repairs thereof made pursuant to the Master Lease, and spare parts,
software licenses or right under warranties with respect thereto, in order to secure the Lessee's
payment of all Rent due during the Lease Term and the performance of all other obligations under
the Master Lease.

The Leased lems and Contractors providing such Leased Items shall be selected solely by the
Lessee. The Lessor shall have no responsibility in connection with such selection of the Leased
Items or the Contractors for the Leased Items, the determination of suitability of Leased Items for
the use intended by the Lessee, acceptance by a Contractor or its representative of any order or
agreement regarding the Leased Items, or any delay or failure by the Contractor or its representative
to manufacture, deliver, install or test the Leased Items so ordered, or the enforcement of any
remedies, warranties, or licenses with respect to the Leased Items, or for any errors, omissions or
insufficiency in any purchase order, purchase agreement, license, warranty or other agreement
respecting acquisition of the Leased Items.

The Lessor shall have no obligation to install, erect, test, inspect, service or maintain the Equipment
Items (or provide Substitute Equipment Items) under any circumstances, but such actions when
reasonably required shall be the obligation of the Contractor or the Lessee.

The Lessor makes no warranty or representation, either express or implied, as to the value, design,
condition, merchantability or fitness of the Leased Items for any particular purpose or fitness for the
use contemplated by the Lessee, or any other representation or warranty with respect to the Leased
Items except as contained in the Master Lease. The Lessor is not affiliated with any manufacturer,
vendor or service provider of any Leased Items, and the Lessor makes no representation or warranty
as to conformity of Leased Items with applicable state or federal laws, safety of the Leased Items,
title to the Leased ltems or the availability, sufficiency or assignability of any licenses, warranties or
third party agreements regarding the Leased Items. The Leased Items are leased "as is" and "where
is." In no event shall the Lessor be liable for any incidental, special or consequential damages in
connection with or arising out of the Master Lease or the Leased Items, or use of the Leased Items
by the Lessee or any other party except the Lessor.

Assignment, Mortgaging and Selling

Without the prior written consent of the Lessee, the Lessor shall not assign its obligations under the
Master Lease or its interest in the Leased Items or grant a security interest in or lien upon the
Leased Items or enter into any financing for the Leased Items, and no purported assignment,
security interest, lien or financing thereof or therefor shall be effective without such consent.

Option to Terminate Equipment Lease Schedule
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If so permitted by the source of funding for the Lease Schedule, the Lessee shall have the option to
terminate any Lease Schedule, but only if the Lessee is not in default under the Master Lease, and
then only in the manner provided in the Master Lease. The Lessee shall give notice to the Lessor of
its intention to exercise its option to terminate any Lease Schedule in the manner required by the
source of funding for the Lease Schedule and shall deposit with the Lessor on the date of exercise
an amount equal to the applicable Purchase Price, which shall either be (a) an amount equal to the
outstanding principal amount of the Lease Schedule, interest to the date of redemption of the source
of funding and any redemption premium, or (b) if permitted by the Lessor or the Lessor’s assignee,
an amount sufficient to purchase investments maturing on such dates and in such amounts to pay
the Rent when due (or uniil the source of funding may be redeemed).

Events of Default and Remedies

Each of the following shall be an "Event of Default" under the Master Lease: (a) failure by the
Lessee acting on its behalf to pay any Rent or other amount required to be paid under the Master
Lease at the specified time and the continuation of such failure for a period of five business days;
(b) failure by the Lessee to observe or perform any covenant, condition or agreement on its part to
be observed or performed with respect to any Leased Item, other than a failure to make payment
referred to in clause (a) above, for a period of thirty days after written notice specifying such failure
and requesting that it be remedied has been given to the Lessee by the lessor, unless the Lessor and
any Trustee shall agree in writing to an extension of such time prior to its expiration; provided,
however, that if the fajlure stated in the notice cannot be corrected within the applicable period, the
Lessor will not unreasonably withhold its consent to an extension of such time if corrective action
has been instituted by the Lessee within the applicable period and is being diligently pursued; (¢}
the reasonable determination by the Lessor that any representation or warranty by the Lessee in the
Master Lease was untrue in any material respect upon execution of the Master Lease or any Lease
Schedule or (d) an “event of default” shall have occurred and be continuing under the Indenture.

The provisions regarding Events of Default and remedies in the Master Lease are subject to the
following limitation: If by reason of force majeure the Lessee is unable to carry out its obligations
in whole or in part under the Master Lease with respect to any Leased Item (other than its obligation
to pay Rent, which shall be paid when due notwithstanding the provisions of this paragraph), the
Lessee shall not be deemed in default during the period of such inability. As used here, the term
"force majeure” shall mean, without limitation, the following: acts of God, strikes, lockouts or
other labor disturbances; acts of public enemies; orders or restraints of any kind of the United States
or the State or any of their departments, agencies or officials, or any civil or military authority;
insurrections; riots; landslides; earthquakes; fires; storms; droughts; floods; explosions; breakage or
accident to property; or any other cause not reasonably within the control of the Lessee and not
resulting from its negligence. The Lessee agrees, however, if possible, to remedy with all
reasonable dispatch the cause or causes preventing it from carrying out its obligations under the
Master Lease; provided that the settlement of strikes, lockouts or other labor disturbances shall be
entirely within the discretion of the Lessee and the Lessee shall not be required to enter into a
settlement if in its judgment it would be unfavorable to the Lessee to do so.

Whenever any Event of Default described above shall have occurred and be continuing, the Lessor
shall have the right, at its option and without any further demand or notice, to take one or more of
the following steps:

(a)  The Lessor, with or without terminating the Master Lease, may declate all
Rent any other amounts due or to become due during the Fiscal Year in which the
default occurs to be immediately due and payable, whereupon such amounts shall
be due and payable.
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(b)  The Lessor, with or without terminating the Master Lease, may give the
Lessee written notice requiring the Lessee to deliver all of the Leased Items to the
Lessor, whereupon the Lessee shall return the Leased Items in the manner provided
in the Master Lease; or in the event the Lessee fails to make return within thirty
days afier receipt of such notice, the Lessor may exercise all its legal rights that
exist under the Master Lease as provided under Section 775.01 of the Wisconsin
Statutes to take possession and to receive damages resulting from the Lessee's
failure to voluntarily return the Leased Items. If the Leased Items or any portion of
it has been destroyed or damaged beyond repair, the Lessee shall pay the applicable
Purchase Price of the Leased Items as set forth in the related Lease Schedule less
credit for any Net Proceeds payable to the Lessor with respect to such Leased
Items. Notwithstanding the fact that the Lessor has taken possession of the Leased
Items, the Lessee shall continue to be responsible for Rent payable with respect to
such Leased Items during the Fiscal Year in which the possession by the Lessor
occurs. If and when the Event of Default is cured, and provided the Master Lease
has not been terminated with respect to such Leased Items, the Lessor shall return
the Leased Items to the Lessee at the Lessee's expense.

{c) If in any Fiscal Year the Lessor terminates the Master Lease and takes
possession of Leased Items, the Lessor shall attempt to sell such Leased Items in a
commercially reasonable manner at public or private sale in accordance with
applicable State law for a period of 60 days, after which such obligation shall
terminate. The Lessee shall permit the Lessor to store any Leased Items at its then
existing location for up to 90 days without charge to the Lessor. The Lessor shall
apply the proceeds of such sale to the extent available to the following items in the
following order: (i) all expenses incurred in securing possession of the Leased
Items; (ii) all expenses incurred in completing the sale; (iii) any amounts payable to
any party having a security interest in or lien against the Leased ltems; (iv) the
applicable Purchase Price for the Leased Items; and (v) the balance of any rent or
other amounts due with respect to such Leased Items for such Fiscal Year. Any
proceeds of sale remaining after the requirements of Clauses (i), (ii), (iii), (iv) and
(v) have been fulfilled shall be paid to the Lessee.

(d)  The Lessor may use any other remedy available at law or in equity with
respect to such Event of Default, including those requiring the Lessee to perform
any of its obligations under the Master Lease or to pay any moneys due and
payable to the Lessor under the Master Lease.

Upon the termination of the Master Lease prior to payment of all related Rent or other amounts due
under the Master Lease and upon the Lessor's written request, the Lessee shall return the Leased
Items to the lessor in the condition, repair, appearance and working order required by the Lease by
delivering or shipping (freight prepaid) the Leased Items as the Lessor shall specify at the Lessee's
cost and expense to a site within the State that the Lessor has designated. The Lessor may exercise
all its legal rights that exist under the Master Lease as provided under Section 775.01 of the
Wisconsin Statutes to take possession of the Leased Items and to receive damages resulting from
the Lessee's failure to voluntarily return the Leased Items, or pursue any remedy described above.

PART IV-18 MASTER LEASE COPS



SUMMARY OF THE MASTER INDENTURE

The following is a summary of certain provisions of the Master Indenture. This summary does
not purport to be complete and reference is made to the full text of the Master Indenture for a
complete recital of its terms,

Definitions

Unless the context requires otherwise, for purposes of this Summary of the Master Indenture, the
following terms shall have the definitions stated:

"Certificate Holder" or "Owner of the Certificate" means the registered owner of any
Certificate.

"Certificates" means any series of Certificates issued hereunder and any Certificates issued in
replacement or exchange therefor pursuant to the Master Indenture.

"Event of Default” means any of the events of default referred to in the Master Indenture.

"Event of Nonappropriation" means the occurrence of any Nonappropriation as that term is
defined in the Master Lease.

"Funds and Accounts” means the funds and accounts created by the Master Indenture.

"Interim Rent" means, with respect to any Leased Items, a prorated amount of the interest
component of Rent payable under each Lease Schedule for initial use occurring before the first
payment date for Rent to become due under such Lease Schedule, which amount shall be due and
payable on such payment date.

"Lease Payments" means Rent, Interim Rent, additional rent and any other amount payable
under a Lease Schedule.

"Lease Schedule”" means any individual schedule of Leased Items executed by the Lessor and
the Lessee under the Master Lease, as amended from time to time, which is identified in, and
acquired by the Trustee together with the related Certificates of Acceptance pursuant to a
Supplemental Indenture.

"Lessee" means the State of Wisconsin acting by and through the State of Wisconsin Department
of Administration, or any successor department or agency.

"L.essor" means Firstar Bank Milwaukee, N.A., its successors and assigns, including the Trustee
as assignee under the Master Indenture.

"Qualified Investmenits" means;

(a)  obligations of, or obligations guaranteed as to interest by, the United States or any
agency or instrumentality thereof, when such obligations are backed by the full faith
and credit of the United States;

(b)  Federal Housing Administration debentures;
(¢) Federal Home Loan Mortgage Corporation participation certificates;
(d) Farm Credit System consolidated systemwide bonds and notes;

(e) Federal Home Loan Banks consolidated debt obligations;
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Federal National Mortgage Association senior debt obligations and mortgage backed
issues;

Student Loan Marketing Association senior debt obligations and letter-of-credit-
backed issues;

Resolution Funding Corporation debt obligations;

unsecured certificates of deposit, time deposits and banker's acceptances (having
maturities of not more than 365 days) of any bank, the short-term obligations of which
are rated the highest classification (without regard to any suffix or numerical order) by
each of the Rating Agencies;

certificates of deposit or time deposits constituting direct obligations of any bank, the
full amount of which is insured by the Federal Deposit Insurance Corporation;

debt obligations, including pre-refunded municipals, rated in either of the two highest
classifications (without regard to any suffix or numerical order) by each of the Rating
Agencies;

commercial paper rated the highest classification (without regard to any suffix or
numerical order) by each of the Rating Agencies;

securities issved by those investment companies registered under the Investment
Company Act of 1940 commonly known as "money market funds" rated in the highest
classification by each of the Rating Agencies that invest solely in securities which are
otherwise Qualified Investments;

investments made through repurchase agreements with any transferor with debt or
commercial paper rated in the highest classification (without regard to any suffix or
numerical order) by each of the Rating Agencies provided that each repurchase
agreement (i) is acceptable in form and substance to the Lessee and the Trustee, (ii)
provides for the registration of title to certificated Government Obligations in the name of
the Trustee or any agent of the Trustee and the physical transfer of certificated
Government Obligations to the Trustee or to a custodial account in the name of the
Trustee at a Federal Reserve Bank and for the registration of title to "book entry"
Government Obligations in the name of the Trustee, (iii) provides that the Government
Obligations acquired pursuant to such repurchase agreement shall be valued at least
monthly at the lower of the then current fair market value or the repurchase price in the
applicable repurchase agreement (except that the Lease Payment Reserve Fund shall
always be valued at the then current fair market value), and (iv) is with any state or
national bank or foreign bank with a United States branch or agency with short-term
obligations rated in the highest classification (without regard to any suffix or numerical
order) by each of the Rating Agencies;

any stripped securities rated in the highest classification by each of the Rating Agencies,
including, but not limited to, U.S. Treasury STRIPS and REFCORP STRIPS; and

any security which matures or which may be tendered for purchase at the option of the
holder within not more than seven years of the date on which it is acquired, if that
security has a rating from each of the Rating Agencies which is equal to or higher than
the rating assigned to the Certificates by the Rating Agencies and the rating is in either of
the two highest classifications (without regard to any suffix or numerical order) of each
of the Rating Agencies.
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"Rating Agencies" means those rating agencies requested by the State to assign a credit rating to
the Certificates or Master Lease program.

"Registrar and Paying Agent" means the Trustee or any other registrar and paying agent for the
Certificates that is mutually acceptable to the State and the Trustee.

"Rent" means, with respect to any Leased Item, the amount payable to the Lessor on each payment
date during the term of the Master Lease, as shown in the related Lease Schedule.

"Supplemental Indenture" means an indenture supplemental to, and authorized and executed
pursuant to the terms of, the Master Indenture for the purpose of creating one or more series of
Certificates issued thereunder or amending or supplementing the terms thereof.

"Trust" means the trust created hereunder, the estate of which consists of all right, title, and interest
conveyed by the Lessor to the Funds and Accounts, the Lease Schedules and all Lease Payments,
and other property and rights related to those Lease Schedules, including the security interest
granted in the Master Lease.

"Trustee" means Firstar Trust Company, Milwaukee, Wisconsin, and its successors and assigns.

General

The State, acting by and through the Department of Administration, as Lessee, Firstar Bank
Milwaukee, N.A., as Lessor, and Firstar Trust Company, as Trustee, have entered into a Master
Indenture which establishes a trust consisting of the Lease Schedules of equipment and service
items acquired by the State under the Master Lease program. Pursuant to the Master Indenture, the
Lessor shall unconditionally and irrevocably sell, transfer and assign to the Trustee without
recourse (but also without limitation on its obligations under the Master Lease) all of its right, title
and interest in and to the Funds and Accounts, the Lease Schedules specified from time to time in
one or more Suppiemental Indentures, and all Lease Payments, Leased Items and other property and
rights related to those Lease Schedules, including the security interest granted in the Master Lease.
The Trustee declares that it holds and will hold all right, title, and interest conveyed by the Lessor in
and to the Funds and Accounts, the Lease Schedules and all Lease Payments, Leased Items and
other property and rights related to those Lease Schedules, including the security interest granted in
the Master Lease, upon the trusts and terms set forth in the Master Indenture.

Funds and Accounts; Payments to be Deposited

The Master Indenture creates the following Funds and Accounts to be held and administered by the
Trustee for each series of certificates: a Project Fund (within which is a Project Account and an
Earnings Account), a Lease Payment Fund (within which is an Interest Account and Payment
Account), an Administrative Expense Payment Fund and an Insurance Fund.

All payments of Rent and other amounts due in connection with the Lease Schedules and the
Leased Items (net of credits provided for in the Master Indenture) shall be made to the Trustee for
application as shown in Figure 1 of this Summary.

The Trustee shall apply the proceeds from issuance of the Certificates, net of the underwriters'
discount, as follows:

To the extent specified in the Supplemental Indenture creating such series of Certificates, there shall
be deposited in the Principal Account and the Interest Account of the Certificate Payment Fund an
amount to be used for the partial or complete redemption of one or more series of outstanding
Certificates, and the Leased Ttems related with the redeemed Certificates shall hereafter relate to the
newly issued Certificates (and new Lease Schedules shall be provided pursuant to the Master
Lease).
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With regard to the existing Leased Items specified in the Supplemental Indenture creating such
series of Certificates, there shall be paid to the Lessor the unreimbursed Costs of Leased Iterns
subject, however, to receipt of the information specified in the Master Indenture relating to such
Leased Items.

Payment or reimbursement shall be made of the Cost of Issuance Amount or other expenses relating
to the Certificates, including: (i} the initial acceptance fees for the Trustee; (ii) the fees and
expenses of counsel to the Trustee, counsel to the Lessee, including Bond Counsel, and counsel to
the Lessor; (iii) the fees payable to the Rating Agencies; (iv) costs of printing the Certificates and
the related offering documents and (v} other costs reasonably related to the issuance of the
Certificates.

There shall be deposited into the Project Account of the Project Fund the amount, if any, specified
in the corresponding Supplemental Indenture; provided, however, that no money shall be deposited
in the Project Account of the Project Fund that is not immediately disbursed for the purchase of
Lease Schedules unless (i) the Trustee has been provided with an opinion from nationally
recognized bond counsel to the effect that such deposit will not adversely affect the exclusion of
interest on the Certificates from gross income for federal income tax purposes (the deposit shall
constitute all or a portion of the Acquisition Amount specified in the corresponding Supplemental
Indenture, and shall be applied to the extent available in accordance with the procedures in the
Master Indenture and Master Lease), and (ii) prior notification of such deposit has been given to
each of the Rating Agencies. The balance of the proceeds, if any, shall be deposited in the Lease
Payment Fund,

Earnings on the Project Account of the Project Fund shall be transferred as received to the Eamnings
Account of the Project Fund. Moneys in such Eamnings Account shall be transferred and used for
payment of amounts due or coming due within thirty (30) days, in the following order: first, to the
Interest Account of the Lease Payment Fund for retransfer to the Interest Account of the Certificate
Payment Fund; and second, to the Administrative Expense Payment Fund.

To the extent moneys in the Earnings Account of the Project Fund exceed amounts payable under
the above, the excess shall be deposited in the Project Account of the Project Fund.

At least ten (10) days before the date when any payment is to be made from the Project Account of
the Project Fund for the purpose of acquiring additional Leased Items under one or more Leases, the
Lessee shall file with the Trustee a requisition (i) stating the name and address of the payee, the
amount to be paid, and the specific Leased Item or Leased Items as to which payment is to be made,
and (ii) certifying that, following such payment, no more than one hundred percent (100%) of the
Purchase Price of additional Leased Items will have been financed with proceeds of the Certificates.

Subject to the requirement that the Trustee shall not invest or reinvest moneys in any Fund or
Account in a manner that would cause any of the Certificates to become "arbitrage bonds”, the
Acquisition Amount or other moneys available in the Project Account of the Project Fund shall be
disbursed on a first-in, first-out basis to pay any amount requisitioned by, or upon the order of, the
Lessee for the acquisition of additional Leased Items, upon receipt by the Trustee of copies of the
following: (i) a fully completed Lease Schedule (in the form set forth in the Master Lease)
executed by the Lessee and the Lessor; (ji} a fully completed Certificate of Acceptance (in the form
set forth in the Master Lease) executed by the Lessee; (iii) the bill(s) of sale for the Leased Items;
(iv) the opinion of counsel to Lessee (in the form set forth in the Master Lease); and (v) depending
upon whether the Lessee has casualty insurance covering the Leased Items for which disbursement
is requested or participates in a self-insurance program, documentary evidence that the Leased
Items are covered under such insurance or program and that the Trustee has been named as
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additional insured and loss payee and will receive advance notice of cancellation or nonrenewal of
such insurance or participation in such program.

Except as provided in the Master Indenture, any moneys remaining in the Project Account of the
Project Fund on the Disbursement Period Expiration Date shall, on such date, be transferred by the
Trustee to the Principal Account of the Lease Payment Fund, to be applied as a credit against the
Lease payments next required to be paid by the Lessee.

Upon any Event of Nonappropriation or upon an Event of Default under the Lease Schedule
requiring the surrender of Leased Items, or upon any other termination of a Lease Schedule other
than pursuant to the payment of all Rent or the exercise by the Lessee of its option to pay the
Purchase Price, the Trustee shall immediately transfer all amounts on deposit in the Project Account
of the Project Fund to the Principal Account of the Lease Payment Fund.

On any day in which Certificates are to be paid or redeemed, the Trustee shall transfer the aggregate
amount on deposit in the Principal Account of the Lease Payment Fund for deposit into the
Principal Account of the Certificate Payment Fund. On the date Certificates are to be redeemed in
accordance with the Master Indenture as a result of deposit of moneys into the Principal Account of
the Lease Payment Fund, the Trustee shall then transfer the moneys deposited for deposit into the
Principal Account of the Certificate Payment Fund. On the date that Certificates are to be
redeemed due to the termination of a Lease Schedule as a result of an Event of Nonappropriation,
and if funds have been transferred to the Lease Payment Fund, the Trustee shall transfer all amounts
on deposit in such Principal Account for deposit into the Principal Account of the Certificate
Payment Fund. On the next succeeding Interest Payment Date after the date of transfer of moneys
to the Principal Account of the Lease Payment Fund, the Trustee shall deposit such moneys into the
Principal Account of the Certificate Payment Fund,

On each Interest Payment Date with respect to Certificates, the Trustee shall transfer from the
Interest Account of the Lease Payment Fund (and, if necessary, from the Earnings Account of the
Project Fund) for deposit into the Interest Account of the Certificate Payment Fund, an amount
equal to the interest then due on the Certificates.

Except as provided in the Master Indenture, the Trustee shall pay to the Lessee any amount
remaining in any Fund or Account after full payment (or redemption) of all Certificates outstanding
and payment of any fees, expenses or costs owing with respect to the Certificates or the Lease
Schedules.

Except as provided in the Master Indenture, moneys held in the Funds and Accounts shall be
promptly and continuously invested in Qualified Investments to the full extent practicable.
Investments shall be made by the Trustee so as to mature on or prior to the date or dates that
moneys therefrom are expected to be used for the purposes for which they are held. The Trustee
may trade with itself in the purchase and sale of securities for such investment. If the Trustee
materially complies with the investment standards and the standard of conduct set forth in the
Master Indenture, any investment losses shall be borne by the Fund in which the moneys were
deposited for investment. The Trustee shall sell and reduce to cash a sufficient amount of
investments in a Fund or Account whenever the cash balance thereof, together with anticipated
transfers, is insufficient to satisfy any amounts payable within thirty (30) days from that Fund or
Account.

The Trustee shall not invest or reinvest moneys in any Fund or Account in a manner that would
cause any of the Certificates to become "arbitrage bonds” within the meaning of Section 148 of the
Code or otherwise adversely affect the exclusion of interest on the Certificates from gross income
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for federal income tax purposes. With the assistance of Bond Counsel, the Trustee shall prepare
and file such forms and notices as may be required to maintain such exclusion from gross income.

The following diagram depicts the sources and uses of the various funds:

State of Wisconsin Master Lease Program
Master Indenture - Sources and Uses of Funds
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Except as provided in the Master Indenture, all properties and rights received by, and moneys and
investments held by, the Trustee under the provisions of the Master Indenture shall be held in trust
for the benefit of the Certificate Holders and the Lessee and shall not otherwise be subject to lien or
attachment of any creditor of the Lessor, the Lessee or any Certificate Holder. The Trustee shall
provide the Lessee on a basis not less frequently than quarterly with an accounting of all amounts
received and disbursed and all investments made.

The Trustee shall invest moneys it may hold under the Master Indenture in Qualified Investments to
be selected at the direction of the Lessee giving consideration, however, to the times at which
moneys are required to be disbursed under the Master Indenture and, in that connection, may place
moneys in demand or time deposits with any bank or trust company authorized to accept deposits of
public funds. In making or disposing of an investment, the Trustee may act for its own account or
other accounts as seller, purchaser or agent. All Qualified Investments shall be valued at the lower
of cost or market. The Trustee shall not be liable for any loss resulting from an investment in a time
or demand deposit in accordance with the provisions of the Master Indenture.

Servicing of Leases
Should the Lessor fail to do so, the Trustee hereby agrees to service the Lease Schedules in
accordance with their terms and the terms of the Master Indenture.

Should the Lessor fail to do so, the Trustee shall enforce, and take all reasonable steps, actions and
proceedings that it deems necessary for (a) the enforcement of, all of the terms, covenants and
conditions of the L.ease Schedules, including the prompt payment of all Lease Payments and other
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amounts due thereunder, and (b) the amendment of the Lease Schedules as required under the
Master Lease, and in each case in accordance with their terms and terms of the Master Indenture.

Events of Default and Remedies
The following shall constitute Events of Default under the Master Indenture:

(a) any Event of Nonappropriation or Event of Default under the Master Lease or
any Lease Schedule;

(b) failure by the Lessor or the Lessee to observe or perform any covenant, condition
or agreement that it is required to observe or perform under the Master Indenture,
other than an event specified in (a) above, for a period of thirty (30) days after
written notice specifying such failure and requesting that it be remedied has been
given to the defaulting party by any other party hereto or by Certificate Holders
that own not less than five percent (5%) in aggregate principal amount of
Certificates then outstanding; provided, however, if the failure cannot be
corrected within the applicable period, such other parties and Certificate Holders
shall not unreasonably withhold their consent to an extension of such time if
corrective action is instituted by the defaulting party within the applicable period
and diligently pursued until the default is corrected; and

(c) any additional event designated as an “Event of Default” under any
Supplemental Indenture.

The remedies available in case of an Event of Nonappropriation or an Event of Default under the
Master Lease shall be as specified in the Master Lease and shall be exercisable by the Trustee as
assignee of the Lessor pursuant to the Master Indenture. Whenever an Event of Nonappropriation
or an Event of Default under the Master Lease shall have occurred and be continuing, the Trustee
shall cause the Certificates of all Series to be redeemed pursuant to the Master Indenture, pro rata,
to the extent money is available in the Lease Payment Fund; provided, that such limitation shall not
affect the Trustee’s ability to exercise remedies under the Master Lease, with the amounts received
upon the exercise of such remedies then to be applied to the Lease Payment Fund. In addition,
whenever an Event of Nonappropriation or an Event of Default shall have occurred and be
continuing, the Trustee may proceed, and upon written request of Certificate Holders owning not
less than a majority in aggregate principal amount of Certificates then outstanding shall proceed, to
take any of the remedial steps available under the Master Lease (including acceleration, if
applicable) or whatever action at law or in equity may be necessary or appropriate to enforce its
rights as assignee under the Master Indenture. No remedy provided in the Master Indenture is
intended to be exclusive, and every remedy shall be cumulative. No delay or omission in exercising
any remedy shall be construed as a waiver, and any remedy may be exercised as often as is deemed
necessary or appropriate. To entitle the Trustee to exercise any remedy reserved to it, no notice
shall be necessary except as required in the Master Indenture or by law. If any party to the Master
Indenture defaults under any of its provisions and any nondefaulting party employs attorneys or
incurs other expenses for the collection of money or the enforcement, performance or observance of
any obligation or agreement on the part of the defaulting party, the latter agrees that it will on
demand pay to the nondefaulting party the reasonable fees of such attorneys and other expenses so
incurred. In the event of a waiver of the breach of any provision in the Master Indenture, such
waiver shall not be deemed to waive the breach of any other provision. All payments received by
the Trustee with respect to the Trust Estate upon an Event of Default, whether from the sale of
Leased Items, damages or otherwise, shall be applied by the Trustee, first, to its reasonable fees and
expenses and, second, to the Lease Payment Fund.
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In the event that no action is taken to eliminate an Event of Default, Certificate Holders owning a
majority in aggregate principal amount of the Certificates then outstanding may institute any suit,
action or other proceeding at law or in equity for the protection or enforcement of any right under
the Master Lease or the Master Indenture, but only if such Certificate Holders have first requested
in writing that action be taken, have given a reasonable opportunity for such suit, action or other
proceeding to be instituted, and have offered reasonable indemnity against the costs, expenses and
liabilities to be incurred thereby. ‘

Limitation of Liability

Except for the payment of Lease Payments and other amounts when due under the Leases and the
performance of other covenants and agreements of the State contained in the Master Lease or the
Master Indenture, the Lessee shall have no obligation or liability to any of the other parties or to the
Certificate Holders with respect to the Master Indenture or the terms, execution, delivery or transfer
of the Certificates, or the application of any payments it has made in accordance with the Lease
Schedules.

Neither the Lessee nor the Lessor shall have any obligation or liability to any of the other parties or
to the Certificate Holders with respect to the performance by the Trustee of any duty imposed upon
it under the Master Indenture.

The Trustee shall have no obligation or responsibility for providing information to the Certificate
Holders concerning the investment character of the Certificates, for the sufficiency or collection of
any Lease Payments or other amounts due from any party, or for the actions or representations of
any other party to the Master Indenture. Except for performance of its covenants and agreements in
the Master Indenture, the Trustee shall have no obligation or liability to any of the other parties or
the Certificate Holders under any of the Master Indenture or the Master Lease, or with respect to the
failure of any other party to perform any covenant or agreement thereunder.

Amendment

The parties may agree from time to time to the amendment of the Master Indenture, the Master
Lease or any Lease Schedule (the "Operative Documents"), or enter into a Supplemental Indenture,
without the consent of any Certificate Holder, in order to provide for the issuance of a series of
Certificates, to cure any ambiguity or to correct or supplement any provision in any of the Operative
Documents that may be inconsistent with any provision in any other Operative Document, or to add
any other provision with respect to matters or questions arising under any Operative Document if it
is not inconsistent with the provisions of any Operative Document; provided, however, that such
action shall not, as evidenced by an opinion of counsel, adversely affect in any material respect the
interests of any Certificate Holder.

Any of the Operative Documents may also be amended from time to time with the consent of
Certificate Holders owning not less than 51% of the aggregate outstanding principal amount of
Certificates of any series affected thereby for the purpose of adding any provisions to or changing in
any manner or eliminating any of the provisions of the Operative Documents, or of modifying in
any manner the rights of the owners of not less than 51% of the aggregate outstanding principal
amount of Certificates; provided, however, that no amendment shall (a) increase or reduce the
amount of, or delay the timing of, or otherwise adversely affect, collections of payments under any
Lease Schedule or required to be made on any Certificate, (b} release any Lease Schedule or all or
substantially all collateral securing a Lease Schedule, or (c) reduce the aforesaid percentage
required for consent to any amendment, without the consent of the Certificate Holders owning all
Certificates.
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Promptly after the execution of any amendment or consent, the Trustee shall furnish written
notification of the substance of such amendment or consent to each Certificate Holder.

1t shall not be necessary for a consent of Certificate Holders required under this Section to approve
the particular form of any proposed amendment or consent, but it shall be sufficient if such consent
shall approve the substance thereof. The manner of obtaining consents of Certificate Holders shall
be subject to such reasonable requirements as the Trustee may prescribe.

Upon entering into any amendment to an Operative Document pursuant to this Section, the Trustee
shall give written notice thereof to each of the Rating Agencies.

Limitation on Rights of Certificate Holders

The death or incapacity of any Certificate Holder shall not operate to terminate the Master
Indenture or the Trust, nor entitle such Certificate Holder's legal representative or heirs to claim an
accounting or to take any action or commence any proceeding in any court for a partition or
winding up of the Trust, nor otherwise affect the rights, obligations and liabilities of the parties to
the Master Indenture.

No Certificate Holder shall have any right to vote {except as provided in the Master Indenture) or in
any manner otherwise control the operation and management of the Trust, or the obligations of the
parties to any of the Operative Documents nor shall anything set forth in the Master Indenture, or
contained in the terms of the Certificates, be construed so as to constitute the Certificate Holders
from time to time as partners or members of an association; nor shall any Certificate Holder be
under any liability to any third person by reason of any action taken by the parties to the Master
Indenture pursuant to any provision of the Master Indenture.

No Certificate Holder shall have any right by virtue of any provision of the Master Indenture to
institute any suit, action or proceeding at law or in equity under or with respect to the Master
Indenture, unless (i) such Certificate Holder has previously given to the Trustee a written notice of
an Event of Defauit and of the continuance thereof, as provided in the Master Indenture, and (ii) the
holders of not less than 25% of the aggregate outstanding principal amount of Certificates have
made written request of the Trustee to institute such action, suit or proceeding in its own name as
Trustee under the Master Indenture and shall have offered to the Trustee such reasonable indemnity
as it may require against the costs, expenses and liabilities to be incurred therein or thereby, and (iii}
the Trustee, for 30 days after its receipt of such notice, request and offer of indemnity, shall have
neglected or refused to institute any such action, suit or proceeding; it being understood and
intended, and being expressly covenanted by each Certificate Holder with every other Certificate
Holder and the Trustee, that no one or more owners of Certificates shall have any right in any
manner whatever by virtue of any provision of the Master Indenture to affect, disturb or prejudice
the rights of the holders of any other Certificates, or to obtain or seek to obtain priority over or
preference as against any other Certificate Holder, or to enforce any right under the Master
Indenture, except in the manner provided in the Master Indenture and for the equal, ratable and
common benefit of all Certificate Holders. For the protection and enforcement of the provisions
under this heading "Limitations on Rights of Certificate Holders", each Certificate Holder and the
Trustee shall be entitled to such relief as can be given either at law or in equity.
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PART YV
TRANSPORTATION REVENUE BONDS

This part of the Annual Report includes information about transportation revenue bonds issued
by the State of Wisconsin, Certain capitalized terms are defined in the “GLOSSARY™ to this part
of the Annual Report. Chapter 18 of the Wisconsin Statutes provides that the State of Wisconsin
Building Commission (the “Commission™) has supervision over all matters relating to the
issuance by the State of revenue bonds. Employes of the Division of Executive Budget and
Finance serve as the Capital Finance Director and staff responsible for managing the State’s
revenue bond programs.

Transportation revenue bonds are issued pursuant to the State of Wisconsin Transportation
Facilities and Highway Projects Revenue Obligations General Resolution, dated June 26, 1996
(the “General Resolution”). Bank One Wisconsin Trust Company, National Association,
Milwaukee, Wisconsin serves as Trustee for the transportation revenue bond program (the
“Trustee™) as well as registrar and paying agent. The law firm of Quarles & Brady provides bond
counsel services to the State for issuance of transportation revenue bonds. The State has rarely
employed a financial advisor for the issuance of transportation revenue bonds, except for
advance refunding issues,

This Annual Report includes information and defined terms for different types of municipal
securities issued by the State and has been gathered from multiple sources. The context or
meaning of terms used in this part of the Annual Report may differ from that of terms used in
another part.

SECURITY

Sources of Payment

The Bonds are revenue obligations of the State payable solely from the Redemption Fund created
by the General Resolution. The Bonds are secured by a first lien pledge of Program Incotne, the
Funds created by the General Resolution and any other income of the Program pledged to the
payment of interest, principal, and Redemption Price on the Bonds. All Bonds previously
authorized under the General Resolution are issued on parity with each other.

Program Income is defined by the General Resolution to be moneys derived from Vehicle
Registration Fees authorized under Section 341.25 of the Wisconsin Statutes. Al moneys
derived under Section 341.25 of the Statutes or any other moneys that the State is authorized to
pledge shall be collected by the Trustee or the Department as agent of the Trustee and deposited
outside the State Treasury in an account with the Trustee defined as the Redemption Fund.
Program Income is defined to include all the interest earned or gain realized from the investment
of the Redemption Fund. Moneys derived from the Registration Fees are described below.

In accordance with and pursuant to the Revenue Obligations Act, the Act and the General
Resolution, Program Income received or to be received by the Trustee in the Redemption Fund is
deemed to be revenue of the Trustee and is pledged (i) to pay interest on all Outstanding Bonds,
(ii) to pay the principal or Redemption Price of all Outstanding Bonds as the same become due,
(iii) to maintain the Debt Service Reserve Requirement in the Reserve Fund and (iv) to pay
Program Expenses. The pledge is effective upon the issuance of the Bonds and remains effective
until all Bonds issued under the General Resolution are fully paid in accordance with their terms.
All Program Income which is in excess of the amounts necessary to meet the requirements of (i)
through (iv) above is transferred to the State for deposit in the Transportation Fund and becomes
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free of the lien of the pledge. The Department uses moneys in the Transportation Fund for any
authorized purpose—see “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION”.

The Bonds shall be revenue obligations of the State payable solely out of the Redemption
Fund and each Bond shall contain on its face a statement to that effect. The State is not
generally liable on the Bonds and the Bonds shall not be a debt of the State for any purpose
whatsoever. All Bonds previously authorized under the General Resolution are issued on
parity with each other.

The State pledges and agrees with the Bondholders that the State will not limit or alter its powers
to fulfill the terms of any agreements {made in the General Resolution or in the Bonds) with the
Bondholders, or in any way impair the rights and remedies of the Bondholders until the Bonds,
together with interest, including interest on any unpaid installments of interest thereon,
Redemption Price and all costs and expenses in connection with any action or proceeding by or
on behalf of the Bondholders, are fully met and discharged.

Registration Fees

Registration Fees as enumerated under Section 341.25 are highway user fees collected by the
Department of Transportation from owners of most motor vehicles, Table V-1 summarizes the
major Registration Fees authorized under Section 341.25. For summary purposes the revenues
generated by the Registration Fees can be divided into four broad categories: (i) approximately
45% of total revenues are generated from automobiles, (ii) approximately 38% of total revenues
are generated from large trucks (over 8,000 pounds gross weight), (iii) approximately 13% of
total revenues are generated from small trucks and (iv) approximately 4% of total revenues are
generated by miscellaneous vehicles.

Table V-1
Section 341.25 Registration Fees

Vehicle . Annual Fee
Automobile 540
Trucks Weight-based fee ranging from $45 to $1,8350.
Bus Fee equal to the fee for a truck of the same weight.
Trailer 12,000 Ibs. and under Fee equal to one-half of the fee for a truck of the same weight.
Trailer over 12,000 lbs. Fee equal to the fee for a truck of the same weight
Motor Homes Weight-based fee ranging from $45 to §111.

Mobile Homes and Camping Trailers  Length-based fee ranging from $12 to $18.
Motoreycle/Moped $20 biennial fee.

Source: Wisconsin Department of Transportation

In previous biennial budgets, the Legislature authorized a number of actions which had an impact
on the Registration Fees for the Program. Two of these actions served to increase the level of
Registration Fees, and the third action affected the timing of the collection of a portion of the
Registration Fees.

First, the 1991-93 biennial budget increased the Registration Fees for most motor vehicles,
effective September 1, 1991, Registration Fee increases authorized in the budget include: (i) a
$15 increase in the automobile fee, (ii) an increase in truck registration fees ranging from 315 to
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$150, (iii) a $15 increase in the motor home fee and (iv) a $6 increase in the biennial
motorcycle/moped fee.

Second, the 1989-91 biennial budget increased Program Income by including interstate truck
registration revenues collected through the International Registration Plan (“IRP”) under the
statutory pledge of revenues. Wisconsin is one of 48 states and three Canadian provinces that
participate in the IRP, which is a multi-state compact for the collecting and sharing of large truck
registration fees. Under the IRP, the registration fees on trucks involved in multi-state
commercial activity are split between the participating states on the basis of proportionate
mileage. Starting in Fiscal Year 1990, IRP revenues have been a component of the Program
Income and have served to increase the level of pledged Registration Fees.

Third, the 1989-91 biennial budget converted the registration fee for motorcycles and mopeds
from an annual to a biennial fee, in order to obtain certain processing efficiencies. As a result,
starting in Fiscal Year 1990, a two-year motorcycle/moped registration fee is now collected in
even-numbered fiscal years.

Section 341.25 registration fee revenues for the past ten years are as follows:

Table V-2

Section 341.25 Registration Fee Revenues
1987 to 1996

Fiscal Non-Irp Pledged
Year Fees ke Feest” Total %
(June 30) (Amounts in Millions) (Amounts in Millions) (Amounts in Millions) Change
1987 $1i74 N.A. $1174 s
1988 119.2 NA. 119.2 1.5%
1989 123.5 N.A. 1235 36
1990 126.0 $33.0 159.0 287
1991 126.3 314 157.7 -0.8
1992 173.6 34.1 207.7 317
1993 1927 36.0 2287 10.1
1994 198.5 37.1 235.6 3.0
1993 203.7 423 246.0 4.4
1996 2034 43.3 248.7 1.1

® Prior to Fiscal Year 1990, fees collected under the IRP were not a component of
Section 341.25 revenues.
Source: Wisconsin Departitent of Transportation

As indicated in the preceding table, Section 341.25 revenues have historically increased (only
once in the past ten years was there a minor reduction from one year to the next). When
reviewing past Section 341.25 registration fee revenues, it is useful to divide total collections
into two categories: (i) non-IRP revenues and (ii) IRP revenues.

The preceding table reflects the steady rate of growth that has occurred in non-IRP Section
341.25 revenues over the past ten years. The smallest rate of increase (0.2%) in these revenues
occurred in Fiscal Year 1991. However, this figure was influenced by the implementation of
biennial motorcycle registration during Fiscal Year 1990. If Fiscal Years 1990 and 1991
revenues are adjusted to eliminate the impact of the biennial motorcycle/moped fee, the rate of
growth in Fiscal Year 1991 revenues would have totaled 1.9%, which is consistent with past
collection trends. Thus, while the biennial fee influences the timing of the collection of a portion
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of the revenues (the growth rate in the even-numbered Fiscal Years will be greater than in odd-
numbered Fiscal Years), the overall rate of growth in non-IRP Section 341.25 revenues has
remained very steady. In Fiscal Year 1992 and 1993 the percentage changes reflect increases in
Registration Fees required in the 1991-93 biennial budget. The increases were in effect for nine
months of fiscal year 1992 with the remainder occurring in Fiscal Year 1993.

IRP Registration Fee collections have been included in the pledge of Section 341.25 revenues
only since the fiscal year ending June 30, 1990. On the basis of the Department’s experience
with the IRP, it is anticipated that this revenue source will be somewhat more volatile than the
other portion of Section 341.25 revenues. For example, over the last ten years, collections under
the IRP have ranged from a low of $27.3 million to a high of $43.3 million. This volatility is a
function of three different factors. First, IRP revenues are directly tied to the level of interstate
trucking, which is directly associated with the condition of the national economy. Second, in
recent years, the membership in the IRP has been expanding, which has resulted in shifts between
states in the allocation of registration fees because of associated changes in proportional mileage.
Federal law states that by October I, 1996, all of the contiguous 48 states must be IRP members.
Because all 48 states are now members, this factor will no longer contribute to volatility in the
future. Third, under the IRP, each state serves as the collection agent for the fees required to be
paid by trucking firms based in that state and the base state is responsible for forwarding
proportional fees to all other states. As a result, administrative issues in other participating states
may cause delays in forwarding other states’ shares of IRP fees.

Registration Fees are collected throughout the Fiscal Year. In order to smooth out the
Department’s vehicle registration workload, the Department has staggered vehicle registrations
throughout the year. As a result, in Fiscal Year 1996, the flow of quarterly collections of annual
Registration Fee revenues ranged from a low of 21.2% to a high of 28.4%. Any future
adjustment of Registration Fees may change the monthly distribution of Registration Fees
coliected.

Future Registration Fee revenues depend on the size of the vehicle fleet in subsequent years and
the level of fees imposed on the various vehicle types. The methodology for registration fee
revenues projections consists of two components. Projections through the year 2001, are based
on an econometric model developed by the Department, which relates the size of the vehicle fleet
to anticipated changes in certain key economic variables. This econometric model is also used in
the state budget process for the purpose of estimating overall state transportation revenues.
Projections for years beyond 2001 are based on judgments which combine historical projections
and information from the model.

The Department’s model has two distinct components: (i) anticipated changes in the size of the
State’s automobile fleet and (ii) anticipated changes in the size of the State’s truck fleet. The
Department’s econometric model relates the size of the automobile fleet to the disposable income
in the State, the relative price of new autos, the level of unemployment, the size of the driving
age population, historical rates of vehicle scrappage, and a measure of consumer confidence,
The model relates the size of the truck fleet to the personal income in the State, industrial
outlock, vehicle price, vehicle scrappage rates, and the level of unemployment. The long-range
economic data used in the model are based on the projections published by Data Resources, Inc.

Projected Section 341.25 registration fee revenues for the next ten years are indicated in the
Table V-3:
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Table V-3

Projected Section 341.25 Registration Fee Revenues

1997 to 2006

Fiscal Revenues™ %
Year {Amounts in Millions) Change
1997 §2493 e
1998 260.3 4.5%
1999 261.8 0.5
2000 274.7 4.9
2001 276.7 0.7
2002 287.8 4.0
2003 287.9 0.0
2004 2993 3.9
2005 299.5 0.1
2006 3111 39

@ Includes both IRP and non-IRP Section 341.25 revenues.
Source: Wisconsin Department of Transportation

As previously indicated, the 199193 biennial budget increased most vehicle registration fees,
effective September 1, 1991, The previous vehicle registration fee increase occurred in Fiscal
Year 1982,

The Department will monitor Registration Fee revenue as it relates to scheduled debt service
payments on the Bonds and recommend appropriate adjustments in Registration Fee schedules to
the Governor and the Legislature. The State has covenanted in the General Resolution that as
long as Bonds are Outstanding it will charge and cause to be deposited with the Trustee sufficient
Program Income, including Registration Fees, to pay principal and interest on such Bonds, as the
same become due, to maintain the Reserve Fund at the Debt Service Reserve Requirement and to
pay Program Expenses.

Forecasted Debt Service Coverage

The following table shows the forecasted coverage of annual debt service on the Outstanding
Bonds, based on the Department’s estimated Registration Fees for 1997-2006. There can be no
assurance that the estimated Registration Fees will be realized in the amounts shown.
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Table V-4

Debt Service on Quistanding Transportation Revenue Bonds
and Estimated Revenue Coverage

Estimated Estimated
Year Ending Revenue'™ Coverage™
{July I) Total Debt Service (Millions) Ratio
1597 $70,633,719.79 $249.3 35
1698 69,163,282.50 260.3 38
1999 66,446,445.00 261.8 39
2000 66,438,292.50 2747 4.1
2001 66,399,297.50 276.7 4.2
2002 66,432,715.00 2878 4.3
2003 66,398,537.50 2879 4.3
2004 70,390,385.00 2993 43
2005 70,249,147.50 2995 43
2006 70,254,262.50 3111 44
2007 59,243,417.50
2008 59,317,420.00
2009 54,448,757.50
2010 42,243,277.50
2011 42,325,360.00
2012 42,413,300.00
2013 42,970,405.00
2014 43,078,760.00
2015 34,612,000.00
2016 25,711,625.00
2017 16,085,075.00
2018 16,088,500.00
2019 16,091,456.00
2020 16,087,000.00
2021 16,083,500.00
2022 16,088,750.00

® Excludes interest earnings.
® Assumes that no additional bonds will be issued and continuation of current registration fees
No revenue estimates made beyond 2006.

Registration Fee Collection Procedures

Pursuant to an agreement between the Department and the Trustee, the Department is the agent
of the Trustee with respect to the collection of Registration Fees. The Registration Fees are
collected in four ways: by mail to a lock-box system operated by Firstar Bank Milwaukee, N.A.
(the “Bank”™), over the counter in field registration stations, by mail to the Department’s Central
office in Madison (the “Central Office™), and telephone charge card renewal system. Regardless
of the method of collection, all Registration Fees are initially deposited with the Trustee for
deposit in the Redemption Fund.
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The principal method of collecting non-IRP Registration Fees is registration renewals by mail
which are sent directly to the Bank operating the lock-box system as agent for the Trustee. Under
this lock-box system the renewals are mailed to the Bank by the vehicle owner. The renewal
includes a check payable to “Registration Fee Trust” and an enclosure with relevant registration
information on it. The Bank is to deposit its receipts of Registration Fees daily with the Trustee
for deposit in the Redemption Fund.

Over-the-counter collections take place in 29 field registration stations throughout the State.
These offices collect Registration Fees on behalf of the Trustee, as well as driver license fees,
title fees, lien fees, salesman’s license fees, permit fees, disabled identification card fees, and
various other Department charges. The Department’s financial system is a transaction-based
computer system with the field stations linked to the Department’s Central Office by terminal.
All transactions are summarized daily and reported to the Central Office. The stations deposit
their collections in an account in the Trustee’s name for deposit in the Redemption Fund.

Collections at the Central Office differ from field-office collections in that it is primarily IRP
payments and mail applications which are processed. IRP payments consist of checks submitted
by individual truck operators, as well as checks generated by other states transmitting IRP
payments to the State. Mail applications handled through the Central Office are primarily
associated with the registration of vehicles that involve the transfer of ownership. All checks and
cash collected through the Central Office are delivered to the Trustee for deposit in the
Redemption Fund.

Telephone charge card renewal is a system available to motorists who prefer to charge their
vehicle registration renewals. Under this system, motorists can renew their registrations through
a touch-tone phone. The Department has contracted with a vendor to handle the voice response
equipment and transmission of data. The vendor transfers all monies collected daily, from these
transactions, through a wire transfer to the Trustee for deposit in the Redemption Fund.

Reserve Fund

The General Resolution creates a Reserve Fund and provides that it shall be used to make up any
deficiency in the Redemption Fund for the payment of principal of and interest on all of the
Outstanding Bonds. Each Series Resolution must set forth the Debt Service Reserve
Requirement, if any, for that Series. The Debt Service Reserve Requirements for all of the
Outstanding Bonds are combined to determine the aggregate Debt Service Reserve Requirement.
If all of the Bonds of a Series cease to be Outstanding, then the aggregate Debt Service Reserve
Requirement may be reduced by the Debt Service Reserve Requirement attributable to that
Series.

Currently, the Reserve Fund has been funded in an amount at least equal to the maximum annual
interest due on the Outstanding Bonds. No representation is made as to the Debt Service Reserve
Requirement that may be established upon the issuance of additional Series of Bonds. If there is
a deficiency in the Reserve Fund, the Trustee shall, after setting aside in the Principal and Interest
Account the applicable amounts required to be deposited therein, deposit Program Income into
the Reserve Fund in an amount sufficient to remedy such deficiency.

The General Resolution provides that in lieu of a deposit to the Reserve Fund of an amount equal
to the Debt Service Reserve Requirement, the State may provide for a letter of credit, municipal
bond insurance policy, surety bond or other type of agreement or arrangement with an entity
having, at the time of entering into such agreement or arrangement, a credit rating equal to or
greater than the Bonds which provides for the availability, at the times required pursuant to the
provisions of any Series Resolution, of an amount at least equal to such Debt Service
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Requirement and such method of funding shall be deemed to satisfy all provisions of the Series
Resolution with respect to the Debt Service Reserve Requirement and the amount required to be
on deposit in the Reserve Fund with respect to such Series of Bonds.

Surety Bond

On May 27, 1993 and in conjunction with the issuance of the 1993 Series A Transportation
Revenue Bonds, the State began funding the Debt Service Reserve Requirement with an
irrevocable surety bond from AMBAC Indemnity Corporation (“AMBAC Indemnity™).
Subsequently, each time that Bonds have been issued, the Debt Service Reserve Requirement for
the then Outstanding Bonds has been recalculated and the previous Surety Bond has been
exchanged for a new Surety Bond. Currently, the Surety Bond is in an amount of $40,475,000,
which is equal to the aggregate Debt Service Reserve Requirement for all Outstanding Bonds
(the “Surety Bond Coverage”). The premium for the Surety Bond is paid in full. The Surety
Bond is noncancelable until it expires on the earlier of July 1, 2022 or when all Outstanding
Bonds issued, now or in the future, under the General Resolution are paid in full. Surety Bond
Coverage is not reduced by principal payments or defeasance of Outstanding Bonds.

The Surety Bond provides that upon the later of (i) one (1) day after receipt by AMBAC Indemnity
of a demand for payment executed by the Trustee certifying that provision for the payment of
principal of or interest on the Bonds when due has not been made or (ii) the interest payment date
specified in the Demand for Payment submitted to AMBAC Indemnity, AMBAC Indemnity will
promptly deposit funds with the Trustee sufficient to enable the Trustee to make such payments
due on the Bonds, but in no event exceeding the Surety Bond Coverage.

Pursuant to the terms of the Surety Bond, the Surety Bond Coverage is automatically reduced to
the extent of each payment made by AMBAC Indemnity under the terms of the Surety Bond and
the State is required to reimburse AMBAC Indemnity for any draws under the Surety Bond with
interest at a market rate. Upon such reimbursement, the Surety Bond is reinstated to the extent of
each principal reimbursement up to but not exceeding the Surety Bond Coverage. The
reimbursement obligation of the State is subordinate to the State’s obligations with respect to the
Bonds.

In the event the amount on deposit, or credited to the Reserve Fund, exceeds the amount of the
Surety Bond, any draw on the Surety Bond shall be made only after all the funds in the Reserve
Fund have been expended. In the event that the amount on deposit in, or credited to, the Reserve
Fund, in addition to the amount available under the Surety Bond, includes amounts available
under a letter of credit, insurance policy, surety bond or other such additional funding instrument,
draws on the Surety Bond and the additional funding instrument shall be made on a pro rata basis
to fund the insufficiency.

The Surety Bond does not insure against nonpayment cansed by the insolvency or negligence of
the Trustee.

AMBAC Indemnity

AMBAC Indemnity is a Wisconsin-domiciled stock insurance corporation regulated by the Office
of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50
states, the District of Columbia, the Territory of Guam and the Commonwealth of Puerto Rico,
with admitted assets of approximately $2,439,000,000 (unaudited) and statutory capital of
approximately $1,378,000,000 (unaudited) as of December 31, 1995. Statutory capital consists
of AMBAC Indemnity’s policyholders’ surplus and statutory contingency reserve. AMBAC
Indemnity is a wholly owned subsidiary of AMBAC Inc., a 100% publicly-held company.
Moody’s Investors Service, Inc., Standard & Poor’s Ratings Services, a division of The McGraw-
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Hill Companies, Inc. and Fitch Investors Service, L.P. have each assigned a triple-A claims-
paying ability rating to AMBAC Indemnity.

Copies of AMBAC Indemmnity’s financial statements prepared in accordance with statutory
accounting standards are available from AMBAC Indemnity. The address of AMBAC Indemnity’s
administrative offices and its telephone number are One State Street Plaza, 17th Floor, New
York, New York, 10004 and (212) 668-0340.

AMBAC Indemnity has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by AMBAC Indemnity will not affect the treatment for federal income
tax purposes of interest on such obligation and that insurance proceeds representing maturing
interest paid by AMBAC Indemnity under policy provisions substantially identical to those
coniained in its municipal bond insurance policy shall be treated for federal income tax purposes
in the same manner as if such payments were made by the issuer.

AMBAC Indemnity has entered into pro rata reinsurance agreements under which a percentage of
the insurance underwritten pursuant to certain municipal bond insurance programs of AMBAC
Indemnity has been and will be assumed by a number of foreign and domestic unaffiliated
reinsurers,

AMBAC Indemnity makes no representation regarding the Bonds or the advisability of investing in
the Bonds and makes no representation regarding, nor has it participated in the preparation of, the
Official Statement other than the information supplied by AMBAC Indemnity and presented under
the headings “Surety Bond” and “AMBAC Indemnity.”

Program Income Covenant

In the General Resolution, the State has covenanted that it will charge and cause to be deposited
with the Trustee sufficient Program Income to (i) pay all principal of and interest on the Bonds as
the same become due, (ii) maintain the Reserve Fund at its requirement and (iii) pay Program
Expenses and maintain the applicable requirements of such other funds and accounts specified
under the General Resolution. See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL
RESOLUTION™.

Program Expense Fund

The General Resolution provides that on the first day of each January, April, July and October,
after setting aside in the Principal and Interest Account in the Redemption Fund the amount of
principal of and interest on Outstanding Bonds accruing during each such quarterly period, the
Trustee is to deposit in the Program Expense Fund Program Income equal to the amount of
Program Expenses accruing during such quarterly period as set forth in the Department’s annual
budget for Program Expenses for such year. The General Resolution defines Program Expenses
as the reasonable and proper costs and expenses of the Department for the operation and
maintenance of the Program, including, without limitation, the administrative expenses allocable
to the Program and the fees and the expenses of the Trustee and the Registrar for the Bonds.

Additional Bonds

The General Resolution authorizes the issuance of additional Bonds for the purpose of paying the
costs of Projects and to refund Outstanding Bonds. Additional Bonds may be issued only if
Program Income for any 12 consecutive calendar months of the preceding 18 calendar months
was at least equal to 1.75 times the maximum aggregate Principal and Interest Requirement in
any Bond Year for all Outstanding Bonds. The General Resolution defines Outstanding Bonds,
as of any particular date, as all Bonds theretofore and thereupon being delivered except (i) any
Bond canceled by the Trustee, or proven to the satisfaction of the Trustee to have been canceled
by the Registrar, (ii) any Bond deemed to have been defeased pursuant to the General Resolution
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and (iii) any Bond in lieu of or in substitution for which ancther Bond shall have been delivered
pursuant to the requirements of the General Resolution or any Series Resolution. In addition,
upon the issuance of such additional Bonds the amount on deposit in the Reserve Fund must at
least equal the Debt Service Reserve Requirement. See “SUMMARY OF CERTAIN PROVISIONS OF
THE GENERAL RESOLUTION; Additional Bonds™.

For purposes of establishing the requisite ratios set forth above, the amount of the Interest
Requirement shall be determined by utilizing (i) the fixed interest rates applicable to the
specified time periods in the case of a fixed interest rate Series of Bonds and (ii) the maximum
interest rate permitted by the Series Resolution for the time period specified in the case of a
variable interest rate Series of Bonds.

TRANSPORTATION PROJECTS COMMISSION

In 1983, the Transportation Projects Commission (“TPC”) was created under Section 13.489 of
the Wisconsin Statutes to define, review and recommend major highway projects to the Governor
and the Legislature. The recommendations of the TPC are reviewed and acted upon by the
Governor and the Legislature during the course of the State’s biennial budget process. The TPC
consists of the Governor, three citizen members appointed by the Governor to serve at his or her
pleasure and five senators and five representatives to the assembly appointed as are the members
of standing committees in their respective houses. Of the members from each house, three are
chosen from the majority party and two chosen from the minority party. The Secretary of
Transportation serves as a nonvoting member and the Governor serves as chairperson.

The Department assists the TPC in the performance of its duties by making studies and cost
estimates for proposed projects under consideration by the TPC. The Department reports to the
TPC by September 15 of each even-numbered year concerning its recommendation for
adjustments in the major highway projects program. The TPC reports its recommendations to the
Governor or Governor-elect and the Legislature, no later than December 15 of each even-
numbered year. The TPC may recommend approval, approval with modifications or disapproval
of any project. The projects recommended by TPC are included in the Governor’s
recommendations in the next biennial budget submission. Legislative action is then required to
statutorily enumerate the projects. The Department may not construct a major highway project
without such statutory authorization,

THE WISCONSIN DEPARTMENT OF TRANSPORTATION

General

The origin of the Department dates from 1911 when the State Legislature created a State
Highway Commission which had authority over and supervised all highway developments
funded by the State and providing the first State appropriations for highway construction and
maintenance. Initially, such appropriation and designated fee income were held in the State’s
General Fund. In 1945, the Legislature segregated these sums in a Highway Fund.

The Department, through legislative and executive action, has evolved into an all-modes cabinet
level transportation agency. Chapter 75, Laws of 1967, brought together into a new Department
of Transportation, the Aeronautics Commission, the State Highway Commission and the Motor
Vehicle Department. Chapter 29, Laws of 1977, abolished the State Highway Commission,
transferring the Commission’s authority to the Secretary of the Department. The Secretary is
appointed by the Governor and confirmed by the Senate. Effective with the 1979-81 biennial
budget, the Governor’s Office of Highway Safety was incorporated into the Department.
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The Department’s principal administrative offices are located at 4802 Sheboygan Avenue in
Madison, Wisconsin. In addition, the Department has approximately 151 field offices located
throughout the State.

Management and Staff

The executive functions of the Department are directed and supervised by the Secretary who is
assisted by the Deputy Secretary.

CHARLES H. THOMPSON was appointed Secretary of Transportation in January 1992. Prior to
his appointment, Mr. Thompson served for five years on the Wisconsin Public Service
Commission, the last four as its Chairman. Before his service with the State, Mr. Thompson
served as a teacher and principal in the Wisconsin Dells Area public schools, as well as being the
owner and operator of several small businesses in the State. Mr. Thompson holds a Bachelor of
Arts degree in secondary education from the University of Wisconsin-Eau Claire, and he has
completed his graduate work in school administration at the University of Colorado—Boulder and
the University of Wisconsin—Superior.

TERRENCE D. MULCAHY was appointed Deputy Secretary of the Department in November,
1992, Mr. Mulcahy began his WisDOT career in 1956 and has served in a number of engineering
and management positions in highway planning, design and maintenance; the Major Highway
Project Commission; consultant services office; statewide planning for air, water, and rail modes;
and as executive assistant to the administrator of the Division of Motor Vehicles. A Major
General in the United States Army Reserves, Mr. Mulcahy served as the ranking Army Reserve
General Officer deployed into the war zone during the 1990-91 Persian Guif War, where he
commanded a 6,000-person Engineer Command. Mr. Mulcahy holds a Bachelor of Science
degree in civil engineering from the University of Wisconsin, and a Master of Science degree in
Public Administration from Shippensburg University in Pennsylvania.

As of December 1, 1996 the Department had more than 3,800 employes, including 6060 civil
engineers. Of the Department’s employes, approximately 8§0% are represented employes whose
wage rates, fringe benefits, hours and conditions of employment are determined by collective
bargaining agreements. These employes are assigned on the basis of occupational groupings to
one of twelve Statewide bargaining units. By statute the contracts between the State and the
individual bargaining units are two year contracts and coincide with the State’s fiscal biennium.
A contract agreement requires ratification by the members of the labor organization as well as
approval of both houses of the Legislature and the Governor,

Contracts covering the period of July 1, 1995 to June 30, 1997 for the represented employes are
in effect for all of the Department’s represented employes. Each contract contains a no-strike or
lock-out provision, and State Law specifies that it is illegal for a State employe “to engage in,
induce, or encourage any employe to engage in a strike or a concerted refusal to work or perform
their usual duties as employes.”

Organization

The powers and duties of the Department are specified in the State statutes. Under the direction
of the Secretary, these responsibilities are carried out by six Divisions within the Department and
are summarized as follows:

1. Division of Transportation Investment Management—The division guides the use of
state and federal transportation dollars through coordinated data collection,
transportation systems planning, economics and investment analysis and development of
multi-modal investment plans and strategies.
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2. Division of Transportation Infrastructure Development—The division provides uniform
statewide direction in the project planning, design, construction and operation of the
state systems of highways, airports, railroads and harbors.

3. Division of Transportation Districts—The division develops and promotes an
understanding of the transportation needs of the respective regions, represents those
needs to the Department, takes part in policy and budget development activities within
the Department, works with local governments and planning agencies to define needs
and delivers, operates and maintains highway facilities administered by the Department.

4, Division of Motor Vehicles—The division administers the regulation of motor vehicle
sales and the registration and licensing of vehicles and operators.

5. Division of State Patrol—The division is responsible for enforcing the State traffic and
motor carrier laws, assisting motorists and inspecting certain vehicles for safety.

6. Division of Business Management—The division provides personnel management,
accounting, general operations and data processing services for all Departmental
divisions.

The Department is involved with various forms of transportation facilities in the State, including
air, highway, rail, mass transit and water transportation for both people and goods. It uses both its
own revenues and federal aid to fund this involvement. Table V-5 presents a summary of the
facilities and their users for the latest available year.

Table V-5

Wisconsin Transportation
Facilities and Users

Mode Facilities Users

Streets and Highways 111,000 miles state and local 4.3 million vehicles
3.6 million drivers

Air 614 airports 5,315 aircraft
30 seaplane bases 11,967 pilots
117 heliports/helipads 17 scheduled airlines
Rail 4,000 (estimated) route miles 10 railroads plus Amtrak service
Bus 63 urban transit systems
Water 12 Great Lakes ports

3 Mississippi River ports

Source: Wisconsin Department of Transportation

Highway and Facilities Functions

The highway jurisdiction of the Department extends over a system of approximately 11,800 miles
of roads, including more than 630 miles of interstate highways and over 5,000 bridges. In 1995
travel on the State trunk highway system was estimated to be 30.8 billion vehicle miles of travel
and is expected by the Department to increase to 38.9 billion vehicle miles of travel by the year
2010. The Department’s goal is to provide for and promote adequate, safe and efficient
transportation for citizens of the State, business and industry.

The Department has many responsibilities concerning the development and use of highways and
streets. The following is a list of its major areas of responsibility:
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1. To plan, design, construct and maintain the State trunk highway system.

2. To administer vehicle registration and licensing, driver examination and improvement,
and dealer regulation and licensing program and collect fees, including Registration
Fees, for such functions.

3. To grant aid and to advise and assist towns, villages, cities and counties in regard to
construction and maintenance of roads and bridges under their jurisdiction. The
transportation aid system in Wisconsin is generally predicated on the principle of sharing
State collected transportation revenues with local governments.

4. To administer all matters pertaining to the expenditure of State and federal funds for the
improvement of State and local highways.

5. To promote the safe, efficient and legal movement of persons and property on State
highways through enforcement of State statutes applicable to highway safety and motor
carrier regulation.

The Department’s transportation facilities consist of seven State Patrol headquarters, the State
Patrol Academy, 51 communication towers and building locations, eight highway district offices
and 128 driver examining and registration counter stations, as well as the Central Office, together
with a number of support facilities such as a radio shop, materials lab and a fleet service facility.

Projects

Under current State law, the Department may commence construction on a major highway project
only if the project has been enumerated for construction in the Statutes. A major highway project
is defined as a project which has a total cost of more than $5,000,000 and which involves one or
more of the following: (i) constructing a new highway 2.5 miles or more in length, (ii) relocating
2.5 miles or more of an existing highway, (iii) adding one or more lanes, 5 miles or more to an
existing highway or (iv) improving 10 miles or more of existing multi-lane divided highway to
freeway standards.

Once a major highway project has been enumerated in the Statutes, the project is scheduled for
construction by the Department. All state highway improvement projects, including authorized
major highway projects, are scheduled in the Department’s six-year highway improvement
program, This six-year program, which is updated on a biennial basis, serves as the basic tool
that translates the Department’s long-term improvement plans into annual construction programs.

The Department and the State are currently authorized by statute to use Bond proceeds for right-
of-way acquisition and construction of sixty-nine major highway projects and certain
transportation administrative facilities. Of the sixty-nine enumerated major highway projects, the
Department has completed construction on forty-one projects.

The Department currently has statutory authority to issue a total of $1.083 billion of Bonds
excluding revenue bonds issued to refund outstanding revenue bonds to finance such Projects,
bond reserves and costs of issuance. In order to finance the costs of completion of all major
highway Projects, the Department may use moneys from the following sources: (i) existing and
future Legislative authorization for the issuance of Bonds, (ii) Federal aid and (iii) moneys in the
Transportation Fund which may be appropriated in the future for such purposes.

Highway Projects are evaluated and recommended to the Transportation Projects Commission by
the Department based on the following established criteria: (i) severity and extent of deficiencies
relating to surface and structural condition, safety geometrics and capacity, (ii) a benefit/cost
analysis, (iii) total cost, (iv) environmental, social and economic impact of the project, (v)
community impact, including effect on traffic service, congestion and safety, (vi) system
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continuity, (vii) local, regional and State plans, (viii) availability of funding and (ix) public and
political visibility, interest and local support.

The Department is responsible for managing the State highway program. In this capacity, the
Department schedules all projects, completes environmental reviews, designs the projects,
acquires right-of-way, determines the mix of fund sources for individual projects, lets and awards
all contracts, supervises construction activities, and performs final inspections on all projects.
These activities are either performed directly by the Division of Highways or by consultants
working at the direction of Departmental staff.

The Department’s transportation facilities building program is managed in conjunction with the
Department of Administration and the Building Commission. In order to receive statutory
authority to acquire and construct a transportation facility project, the Department sends a
request for purchasing, improving or constructing facilities to the Department of Administration
which analyzes the request in terms of need, cost estimates and consistency with Commission
guidelines on such features as safety, structural soundness and energy impact. Its decision is
forwarded to the Legislature. The Legislature determines whether such transportation facilities
are to be financed from Bond proceeds, the proceeds of State general obligation debt or from the
Transportation Fund and makes necessary statutory appropriations and authorizations.

The Legislature may in the future identify additional major highway and transportation facilities
Projects and authorize the State and the Department to use Bond proceeds to finance the
acquisition and construction of such additional Projects. The Department expects that it will
periodically need Bond proceeds to improve the State’s system of highways and transportation
facilities.

Department Highway and Financing Plans

In 1988, the Department completed major studies of future travel and economic development
needs. Out of these studies came the “Corridors 2020” plan for a network of superior quality
highways to foster economic development and to meet the State’s mobility needs into the 21st
Century. This “Corridors 2020” plan consists of approximately 3,400 miles and is composed of
two elements:

e A 1,550-mile backbone network of highways to interconnect major cities and regions of
Wisconsin and to tie them to national and world markets. While 1,200 miles of this
system are already in place, work on 350 miles still remains.

e A 1,850-mile system of two- and four-lane connectors directly linking other significant
economic and tourism centers to the backbone system. The plan calls for upgrading 400
miles of 2-lane connectors to four lanes.

The Department has established as a goal the completion of the backbone network by 2005 and
the completion of the connector system by 2020.

The “Corridors 2020” plan was subsequently endorsed by the Governor, the Transportation
Projects Commission and the Legislature. The 1989-91 biennial budget provided additional
Departmental staff and resources to accelerate development work on these projects. The 1991-93
biennial budget provided full budgetary and statutory authority for the Department to proceed
with the plan. Specifically, the 1991-93 budget included the following provisions: (i) the
authorized level for the major projects program was increased to $118 million annually (1988
dollars), and (ii) the highway corridors included in the plan were enumerated in the statutes as
authorized major highway projects.

The specific 1991-93 transportation budget provisions recommended by the Governor were
announced as a part of a larger package of transportation initiatives, called “Mobility 2000.” This
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proposal outlined a strategic, long-term and diverse package of transportation programs and
policies. The time frame covered by the Governor’s Mobility 2000 initiative was the six year
period 1992 through 1997. The first four years of this period were included in the 1991-93 and
1993-95 biennial budgets, and the remaining two years indicate the Governor’s planned program
levels for subsequent budgets.

On November 17, 1994, the WisDOT formally adopted a comprehensive, long-range intermodal
transportation plan called Translinks 21. This plan, which is required by and fully complies with
federal Intermodal Surface Transportation Efficiency Act requirements, is proposed to guide
transportation policies, programs and investments through the year 2020.

Translinks 21 outlines a blueprint to invest $39 billion in transportation over 25 years — or about
$8.9 billion over current spending levels extended. It provides the investments needed to
maintain and improve highways as the backbone of the transportation system, while also making
investments in alternatives to ensure mobility for people who cannot drive, or elderly and
disabled persons, and for businesses.

In the first biennium since completion of Translinks, the Legislature increased bonding authority
by $132.8 million for major highway projects. Additionally, the 1995--97 transportation budget
directs WisDOT to accelerate completion of the major segment of a highway (State Highway 29
from Green Bay to Chippewa Falls by the year 2000) which is a backbone highway in the plan.
In the current and succeeding biennia, the Legislature will continue to evaluate the plan and
consider how the plan components might be implemented.

In terms of financing plans, the State has followed the policy since the mid-1980s that the major
highway projects program should be financed through a combination of transportation revenue
bonds and State and federal funds. The Department’s long-term financing plans are premised on
the continuation of this policy. It also should be noted that in the highway improvement
program, transportation revenue bonds are used as a funding source only for major highway
projects. The remaining nonmajor portion of the program is financed entirely from State, federal
and local moneys.

Department Finances

In addition to Bond financing, the funds used to build the State highway system generally come
from two sources: the State Transportation Fund and the Federal Highway Trust Fund. The
money in these funds comes primarily from the users of highways. The largest portion of this
money is generated through the State and federal motor fuel taxes. Currently, the State has a use
tax on motor fuel of 23.7 cents per gallon.

Beginning in April, 1985, the State motor fuel tax was indexed to correct the two principal
transportation finance problems of declining fuel consumption and inflationary pressures on
transportation costs. The law now provides that, each April, the motor fuel tax rate is
automatically adjusted through the calculation of an index, which combines an inflation factor
(the Consumer Price Index) with a consumption factor (the percentage change in motor fuel
consumption} to produce the overall percentage adjustment to the State motor fuel tax rate. Since
its inception, the indexing formula has increased the State’s fuel tax rate by 5.7 cents through
eleven annual adjustments in twelve years. The annual indexing adjustment has stabilized the
buying power of State motor fuel taxes.

As a result of legislation enacted in early 1992, the indexing adjustment scheduled for April 1,
1992 did not occur. Instead, the fuel tax rate was retained at the previous year’s rate of 22.2 cents
per gallon. This one-year suspension of indexing occurred because the State was scheduled to
receive a considerable amount of previously unanticipated federal aid in FY 1992, which made it
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possible to reduce State revenues in that year. In order to avoid any permanent reduction in the
State revenue base for transportation programs, the legislation provided that the indexing
calculation on April 1, 1993 automatically adjust the fuel tax rate by an amount sufficient to
cover both the adjustment that would have been made in 1992 (0.9 cents) plus the standard
formula indexing adjustment for 1993 (0.1 cents).

State transportation revenues in the Transportation Fund in the 1995-97 biennium will provide
approximately 67% of the Department’s total budget. State transportation revenues are generated
by the motor fuel tax, registration fees, license fees and motor carrier fees. The Department
estimates that in the 1995-97 biennium 64% of its State transportation revenues will come from
motor fuel taxes, 26% from registration fees (including Registration Fees deposited with the
Trustee and pledged for repayment of the Bonds) and 10% from other fees and taxes.

Such revenues, including Registration Fees in excess of amounts required by the General
Resolution to be held by the Trustee (see “SECURITY FOR THE BONDS™), are deposited in the
Transportation Fund and are used for any authorized purpose. These moneys are not pledged to
or available for the payment of debt service on the Bonds. Registration Fees held by the Trustee
in the Funds and Accounts created by the General Resolution are not available for the payment of
the costs of any of the Department’s other functions and programs except for the Program.

The federal Intermodal Surface Transportation Efficiency Act substantially restructured federal
transportation programs. Under the Act, and depending on federal appropriation levels, it is
anticipated that the federal aid level in the 1995-97 biennium will fotal $658.2 million. Under
the provisions of the State budget, the Department is authorized to expend any federal funds
received,

State transportation revenues are allocated to various transportation programs by the Legisiature
as a part of the biennial State budget. In the 1995-97 biennium, approximately 22.6% of these
funds went to system improvements (21.8% to preserve existing highways and bridges and 0.8%
to major projects) while 13.3% went to system maintenance. The remainder passed directly to
local units of government (40.8%), paid debt service (6.9%) and paid Departmental operations
(16.3%).

The Department previously utilized State general obligation proceeds for the construction of
State highways. The Department uses monies from the Transportation Fund to make its share of
debt service payments on these general obligation bonds. As of December 27, 1996, the
outstanding amount of general obligation bonds issued for this purpose was $23.1 million. In
addition, there is also statutory authority for the Department to utilize State general obligation
bond proceeds as follows:

Legislative General Obligations
Authorization Issued to Date
Purpose (Amounis in Millions) {Amounts in Millions)
Harbor Improvement $12.0 $8.3
Freight Rail 14.5 7.4
Passenger Rail 50.0 0.0

Debt service on general obligations issued for harbor improvement and freight rail is paid by the
Transportation Fund. Registration Fees can be used fo pay debt service on such State general
obligation debt only after their deposit in the Transportation Fund, free and clear of the iien and
pledge of the General Resolution.
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SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL
RESOLUTION

The General Resolution contains various covenants and security provisions, certain of which are
summarized below. In general, this Section does not summarize any provisions of the Series
Resolution. Reference should be made to the General Resolution for a full and complete
statement of its provisions.

Resolution to Constitute Contract

The provisions of the General Resolution shall be a part of the contract of the State with the
holders of Bonds and shall be deemed to be and shall constitute a contract among the State, the
Trustee and the holders from time to time of the Bonds and shall be for the equal benefit,
protection and security of the holders of any and all of such Bonds.

Provisions for Issuance of Bonds

The General Resolution authorizes Bonds of a Series to be issued from time to time in
accordance with the terms of the General Resolution without limitation as to amount except as
provided by law. Bonds shall be issued pursuant to authorization by a Series Resolution
containing the provisions specified by the General Resolution. Following issuance of the initial
Series of Bonds, the Commission must determine that the additional obligations test set forth in
the General Resolution is met prior to adopting any Series Resolution for other than refunding
purposes. The Bonds of a Series may be authenticated and delivered only upon receipt by the
Trustee of, among other things:

(1) aBond Counsel’s opinion to the effect, among other things, that the Bonds of such Series
have been duly and validly authorized and issued in accordance with the Constitution
and statutes of the State and in accordance with the General Resolution; and,

(2) the proceeds of the Bonds of such Series to be deposited with the Trustee pursuant to the
General Resolution.

Additional Bonds

Following the initial issuance of Bonds, the State will not create or permit the creation of, or
issue any obligations or create any indebtedness which shall be secured by a superior or equal
charge and lien on the Program Income, except that additional Series of Bonds may be issued
from time to time subsequent to the issuance of the initial Series of Bonds on a parity with the
Bonds of such initial Series of Bonds and secured by an equal charge and lien on the Program
Income. However, no additional Series of Bonds shall be issued subsequent to the initial Series
of Bonds unless:

(1) the principal amount of the additional Bonds together with the principal amount of the
QOutstanding Bonds will not exceed in aggregate principal amount any limitation thereon
imposed by law,

(2) except in the case of refunding Bonds, there shall be filed with the Trustee a Certificate
of an Authorized Officer of the Commission and the Department stating that Program
Income, including interest earnings on amounts deposited in the Funds or Accounts held
by the Trustee and available for debt service, for any twelve (12) consecutive calendar
months of the preceding eighteen (18) calendar months, was equal to at least 1.75 times
the maximum aggregate Principal Requirement and Interest Requirement for any Fiscal
Year for all Outstanding Bonds (the General Resolution defines Outstanding Bonds to
include the Bonds being issued upon the delivery of such Certificate);
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(3) upon the issuance and delivery of the additional Bonds, the amount credited to the
Reserve Fund shall be at least equal to the Debt Service Reserve Requirement
immediately after issuance; and,

(4) all requirements with respect to adoption of Series Resolutions have been complied with.
Refunding Bonds

The State may issue refunding Bonds of one or more Series to refund any Outstanding Bonds of
one or more Series whether by payment at maturity or by redemption. Refunding Bonds shall be
issued pursuant to and in accordance with the provisions of a Series Resolution authorizing such
refunding Bonds.

Application of Bond Proceeds
The proceeds of sale of a Series of Bonds shall be deposited as follows:
(1) to the Principal and Interest Account of the Redemption Fund, the amount of any accrued
interest on the Series of Bonds to their date of delivery;

(2) to the Principal and Interest Account of the Redemption Fund, the amount of any
premium determined by the applicable Series Resolution;

(3) to the Principal and Interest Account of the Redemption Fund, the proceeds of any Series
of refunding Bonds to the extent provided in the applicable Series Resolution;

(4) to the Reserve Fund, the amount specified in the Series Resolution as necessary to
establish or increase the amount set aside therein to the Debt Service Reserve
Requirement;

(5) to any other Fund or Account to the extent permitted by the Revenue Obligations Act
provided for by Series Resolution; and

(6) to the Program Capital Fund, the balance of the proceeds of any Series of Bonds, which
shall be allocated:

(a) to the Capitalized Interest Account, the amount of capitalized interest, if any,
determined by the applicable Series Resolution to be deposited; and

(b) to the Program Account, the balance of the proceeds of any Series of Bonds.
Establishiment of Funds

All Program Income and other moneys or securities held by the Trustee pursuant to the General
Resolution are revenues of the Trustee and are revenues outside of the State Treasury which shall
be held in trust and applied only in accordance with the provisions of the General Resolution.
The General Resolution establishes and creates the following trust funds which are to be held by
the Trustee:

(1) Program Capital Fund, which consists of a Capitalized Interest Account and a Program
Account;

(2) Redemption Fund, which consists of a Principal and Interest Account and a Program
Income Account;

(3) Reserve Fund; and
{4) Program Expense Fund.

The General Resolution authorizes the creation of other Funds and Accounts for a particular
Series of Bonds by the applicable Series Resolution.
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Capitalized Interest Account

Amounts in the Capitalized Interest Account, if any, shall be transferred to the Principal and
Interest Account of the Redemption Fund to be used for payment of capitalized interest on the
Bonds in accordance with the schedule set forth in a Series Resolution or in a Certificate of an
Authorized Officer of the Building Commission delivered to the Trustee. Amounts in the
Capitalized Interest Account shall also be transferred to the Principal and Interest Account of the
Redemption Fund for redemption of Bonds (i) upon receipt by the Trustee of a Certificate of an
Authorized Officer of the Building Commission stating that such redemption is necessary for
compliance with the covenants contained in the General Resolution concerning tax exemption of
the interest on certain of the Bonds; and (i) in accordance with the provisions of the terms of 2
Series Resolution with respect to the Series of Bonds authorized by such Series Resolution.

Program Account
Amounts in the Program Account shall be used solely for the following purposes:

(1) paying the Costs of Issuance;
(2) financing Projects in accordance with the Act and the General Resolution; and

(3) transfers to the Principal and Interest Account of the Redemption Fund to pay interest on
the principal of or Redemption Price of Outstanding Bonds (i) upon receipt by the
Trustee of a Certificate of an Authorized Officer of the Building Commission stating that
such redemption is necessary for compliance with the covenants contained in the General
Resolution concerning tax exemption of the interest on certain of the Bonds, (ii) in
accordance with the provisions of the terms of a Series Resolution and (iii} upon receipt
by the Trustee of a Certificate of an Authorized Officer of the Building Commission
stating that there are no further Projects to be funded from the Program Account.

Redemption Fund

There shall be deposited into the Principal and Interest Account of the Redemption Fund from
the proceeds of the sale of the Bonds, immediately upon receipt thereof, an amount equal to the
accrued interest and any premium paid upon the sale of the Bonds and the proceeds of any Series
of refunding Bonds. All Program Income shall be deposited promptly with the Trustee (or with
national banking associations, state banks or trust companies acting as agents of the Trustee for
transfer daily to the Trustee) and such amounts shall be deposited in the Program Income
Account of the Redemption Fund. There shall also be deposited in the Program Income Account
of the Redemption Fund any other amounts required or permitted to be deposited therein
pursuant to the General Resolution.

The amounts deposited in the Principal and Interest Account of the Redemption Fund from the
proceeds of a Series of Bonds representing accrued interest and any premium shall be set aside
and applied to the payment of interest on the next succeeding Interest Payment Date and any
additional Interest Payment Dates specified in the Series Resolution or a Certificate of an
Authorized Officer of the Building Commission.

The amounts deposited in the Principal and Interest Account of the Redemption Fund from the
proceeds of a Series of refunding Bonds shall be applied to the payment or redemption of Bonds
as provided in the Series Resolution.

Commencing on the date of issuance of the Bonds and continuing each succeeding business day
until the amounts required in (1) through (4) of this paragraph are deposited and thereafter on
each Redemption Fund Deposit Day (the first day of January, April, July and October), and
continuing each succeeding business day until the amounts required in (1) through (4) of this
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paragraph are deposited, the Trustee shall immediately transfer aside from the amounts deposited
in the Program Income Account, in the following order of priority:

(1) to the Principal and Interest Account, after giving effect to:

(a) amounts to be available from accrued interest and in the Capitalized Interest
Account, and

(b) any balance in the Principal and Interest Account on each Redemption Fund
Deposit Day, and

(c) amounis transferred from the Reserve Fund, and

(d) amounts transferred from the Program Expense Fund, an amount equal to the
Interest Requirement with respect to Qutstanding Bonds, and

(2) to the Principal and Interest Account, after giving effect to any balance in the Principal
and Interest Account in excess of the Interest Requirement an amount equal to the
Principal Requirement on the Outstanding Bonds, and

(3) to the Reserve Fund, an amount equal to any deficiency in the Reserve Fund, and

(4) to the Program Expense Fund created in Section 514 of the General Resolution, an
amount equal to any unfunded portion of the Program Expenses payable over the next
three (3) months according to Section 711.

Immediately upon meeting the requirements set forth above, amounts in the Program Income
Account of the Redemption Fund, including any interest earned thereon, in excess of the amounts
required to be set aside above, shall be paid by the Trustee to the State Treasury for deposit into
the Transportation Fund free and clear of the lien of the General Resolution in accordance with
the Revenue Obligations Act and the Act.

To the extent not otherwise provided for in the Series Resolution applicable to any Series of
Bonds, on the first day of each Fiscal Year and prior to any of the transfers by the Trustee that
day specified above, all amounts in the Principal and Interest Account shall be paid by the
Trustee to the State Treasury for deposit into the Transportation Fund free and clear of the lien of
the General Resolution in accordance with the Revenue Obligations Act and the Act.

Payment of Bonds

The Trustee is required to pay to the Registrar and Paying Agent for the Bonds on or before each
Interest Payment Date, (i) the amount equal to interest due on the Outstanding Bonds on such
date, (i) the amount equal to the principal amount of Outstanding Bonds maturing on such date
and (lii) the amount equal to the Redemption Price of any Outstanding Bonds to be redeemed on
such date, and in each such case, such amounts shall be applied by such Registrar and Paying
Agent to such payments.

There shall be deposited in the Principal and Interest Account of the Redemption Fund any
amounts which are required to be deposited therein pursuant to the General Resolution, a Series
Resolution and any other amounts available therefor and determined by the State to be deposited
therein for the purpose of redeeming Bonds. Subject to the provisions of the respective Series of
Bonds and to the provisions of the respective resolutions authorizing the issuance thereof and
authorizing the issuance of refunding Bonds, all amounts deposited in the Principal and Interest
Account of the Redemption Fund in accordance with the provisions described in this paragraph
shall be set aside and applied to the payment, purchase or redemption of Bonds.

Purchase of Bonds

Except as may be otherwise provided in connection with the issuance of refunding Bonds, at any
time prior to the forty-fifth (45th) day upon which Bonds are to be paid or redeemed from the
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amounts described in the preceding paragraph, the Trustee may upon receipt of written
instructions signed by an Authorized Officer of the Building Commission apply such amounts to
the purchase of any of the Bonds which may be paid or redeemed by application of amounts on
deposit in the Principal and Interest Account of the Redemption Fund. The Trustee shall
purchase Bonds at such times, for such prices, in such amounts and in such manner as the
Building Commission shall direct. The purchase price paid by the Trustee (excluding accrued
interest but including any brokerage and other charges) for any Bond purchased shall not exceed
the principal amount of such Bond or the Redemption Price of such Bond on the next
Redemption Date for such Bonds.

Program Expense Fund

On the first day of January, April, July and October, the Trustee shall immediately transfer
amounts on deposit in the Program Income Account to the Program Expense Fund for the
purpose of paying Program Expenses for the succeeding three (3) months as set forth in the
annual budget prepared by the Department, but only upon a Certificate of an Authorized Officer
of the Department stating that the amounts are required and have been or will be expended for
purposes for and to which the Program Expense Fund may be used and applied.

Reserve Fund

If on any Interest Payment Date, Principal Installment Date or Redemption Date for the Bonds,
the amount in the Principal and Interest Account of the Redemption Fund shall be less than the
amount required for the payment of interest, principal or Redemption Price on Outstanding
Bonds on such date, the Trustee shall apply assets in the Reserve Fund to the extent necessary to
make good the deficiency.

In the event there is a deficiency in the Reserve Fund, it shall be made up from the Redemption
Fund after both the Interest Requirement and the Principal Requirement with respect to
QOutstanding Bonds have been met. Monies flow to the Redemption Fund commencing on the
date of issuance of a Series of Bonds or on a Redemption Fund Deposit Day, whichever is earlier.

On the first day of each Fiscal Year, income and earnings from Investment Obligations in the
Reserve Fund shall be transferred to the Principal and Interest Account to the extent such transfer
will not reduce the amount in the Reserve Fund below an amount equal to the Debt Service
Reserve Requirement.

Investments and Deposiis

Subject to instructions from time to time received from an Authorized Officer of the Building
Commission and to the provisions of the General Resolution, moneys in any Fund or Account
shall be continuously invested and reinvested or deposited and redeposited by the Trustee in the
highest yield Investment Obligations that may be reasonably known to the Trustee to the extent
the same are authorized by the applicable Series Resolution and at the time legal for investment
of funds under the Act, the Revenue Obligations Act and other applicable law. Investments shall
be made with a view toward maximizing yield (with proper preservation of principal) and
minimizing the instances of uninvested funds.

Investment Obligations purchased as an investment of moneys in any Fund or Account held by
the Trustee under the provisions of the General Resolution shall be deemed at all times to be part
of such Fund or Account but the income or interest earned and gains realized from Investment
Obligations held by the Reserve Fund and Program Expense Fund in excess of the requirements
of said Funds shall be transferred to the Principal and Interest Account on the first day of each
Fiscal Year.
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The Trustee shall sell at the best price obtainable, or present for redemption or exchange, any
Investment Obligations purchased by it pursuant to the General Resolution whenever it shall be
necessary in order to provide moneys to meet any payments or transfers from the Fund or
Account for which such investment was made.

In computing the amount in the Reserve Fund, obligations purchased as an investment of moneys
therein shall be valued at par if purchased at par value or at amortized value if purchased at other
than par value. Valuation shall be made on the twentieth (20th) day of each March, June,
September and December and as otherwise required under the General Resolution and on any
particular date shall not include the amount of interest then earned or accrued to such date on any
deposit or investment.

The Trustee shall invest and reinvest the moneys in any Fund or Account in available Investment
Obligations so that the maturity date or date of redemption at the option of the holder thereof
shall coincide as nearly as practicable with the times at which monies are needed to be so
expended.

Investment Obligations means any of the investments described under “GLOSSARY”.

Powers as to Bonds and Pledge

The State covenants that it is duly authorized pursuant to law to authorize and issue the Bonds
and to adopt the General Resolution and to pledge the Program Income purported to be pledged
by the General Resolution in the manner and to the extent provided in the General Resolution.

Payment Covenant

The State covenants that it will duly and punctuaily pay or cause to be paid, but solely from
sources as provided in the General Resolution, the principal and Redemption Price of every Bond
and the interest thereon, on the dates and at the places and in the manner stated in the Bonds
according to the true intent and meaning thereof.

Tax Covenants

The State and the Trustee shall at all times do and perform all acts and things necessary or
desirable in order to assure that interest paid on the Bonds shall, for the purposes of federal
income taxation, be excludable from the gross income of the recipients thereof and exempt from
such taxation.

The State and the Trustee shall not permit at any time or times any of the proceeds of the Bonds
or any other funds of the State to be used directly or indirectly to acquire any securities or
obligations, the acquisition of which would cause any Bond to be an “arbitrage bond” as defined
in Section 148 of the Code.

The State and the Trustee shall not permit at any time or times any proceeds of any Bonds or any
other funds of the State to be used, directly or indirectly, in a manner which would result in the
exclusion of any Bond from the treatment afforded by Section 103 of the Code, as from time to
time amended, by reason of the classification of such Bond as a “private activity bond” within
the meaning of Section 141 of the Code.

The State reserves the right to elect to issue Bonds, the interest on which is not exempt from
federal income taxation, if such election is made prior to the issuance of such Bonds, and the
covenants as to tax exemption shall not apply to such Bonds.

Funds and Reports

The Department covenants that it will keep, or cause to be kept and maintained proper books of
account relating to the Program and within one hundred twenty (120) days after the end of each
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Fiscal Year shall cause such books of account to be audited by an Accountant. A copy of each
audit report, annual balance sheet and income and expense statement showing in reasonable
detail the financial condition of the Program (including a schedule of monthly Program Income)
as of the close of each Fiscal Year, and summarizing in reasonable detail the income and
expenses for such year, including the transaction relating to the Funds, shall be filed promptly
with the Trustee and shall be available for inspection by any Bondholder:

Budgets

The Department must file an annual budget broken down on a quarterly basis covering the fiscal
operations of the Program for the succeeding Fiscal Year not later than the first day of each
Fiscal Year with the Trustee. Such budget need not be the budget prepared by the Department for
the Department’s budgeting purposes. The annual budget shall at least set forth for such Fiscal
Year the estimated Program Income, the debt service due and payable or estimated to become due
and payable during such Fiscal Year and estimated Program Expenses. The Department may at
any time file with the Trustee an amended annual budget for the remainder of the then current
Fiscal Year in the manner provided for the filing of the annual budget. Copies of the annual
budget as then amended and in effect shall be made available by the Trustee during normal
business hours in the Trustee’s office for inspection by any Bondholder.

The Program

The State covenants from time to time, with all practical dispatch and in a sound and economical
manner consistent in all respects with the Act, the Revenue Obligations Act, the provisions of the
General Resolution and sound banking practices and principles, (i) to use and apply the proceeds
of the Bonds, to the extent not reasonably or otherwise required for other purposes of the
Program, to finance Projects, pursuant to the Act, the Revenue Obligations Act and the General
Resolution and (ii) to do all such acts and things as shall be necessary to charge and cause to be
deposited with the Trustee Program Income sufficient to pay interest and principal and
redemption premium on all Outstanding Bonds, to maintain the Debt Service Reserve
Requirement in the Reserve Fund, to maintain any Credit Support and Liquidity Fund
Requirement provided for in a Series Resolution, to pay Program Expenses, and to maintain any
Subordinated Debt Service Fund Requirement provided for in a Series Resolution.

Power of Amendmént

The Building Commission may, from time to time and without the consent and concurrence of
any holder of any Bond, adopt a Supplemental Resolution modifying or amending the General
Resolution if the modification or amendment does not adversely affect the holders of the
QOutstanding Bonds.

Any modification of or amendment to the General Resolution which does affect the rights and
obligations of the State and of the holders of the Bonds, in any particular, may be made by a
Supplemental Resolution with the written consent given as provided in the General Resolution,
(i) of the holders of at least two-thirds in principal amount of the Outstanding Bonds at the time
such consent is given, (i} in case less than all of the several Series of Bonds then Outstanding are
affected by the modification or amendment, of the holders of at least two-thirds in principal
amount of the Bonds of each Series so affected and Outstanding at the time such consent is given
and (iii) in case the modification or amendment changes the terms of any Sinking Fund
Instaliment, of the holders of at least two-thirds in principal amount of the Bonds of the
particular Series and maturity entitled to such Sinking Fund Instaliment and Qutstanding at the
time such consent is given. If any such modification or amendment will not take effect so long as
any Bonds of any specified maturity remain Outstanding, however, the consent of the holders of
such Bonds shall not be required and such Bonds shall not be deemed to be Outstanding for the
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purpose of any calculation of Outstanding Bonds under the General Resolution or Series
Resolution. No such modification or amendment shall permit a change in the terms of
redemption or maturity of the principal of any Outstanding Bond or of any installment of interest
thereon or a reduction in the principal amount or the Redemption Price thereof or in the rate of
interest without the consent of the holder of such Bond, or shall reduce the percentages or
otherwise affect the classes of Bonds, the consent of the holders of which is required to effect
any such modification or amendment.

Events of Default

It is an Event of Default if (i) payment of any installment of interest on the Outstanding Bonds
shail not be made after the same shall become due, (ii) payment of the principal of, Redemption
Price or any Sinking Fund Installment on any Bond when and as the same shall become due and
payable, whether at maturity or upon call for redemption or otherwise, shall not be made when
and as the same shall become due or (iii) the State shall fail or refuse to comply with the
provisions of the General Resolution including replenishment of the Reserve Fund, or shall
default in the performance or observance of any of the covenants, agreements or conditions on its
part contained in the General Resolution or in any Supplemental or Series Resolution or the
Bonds, and such failure, refusal or default shall continue for a period of thirty (30) days after
written notice thereof by the Trustee or the holders of not less than twenty-five percent (25%) in
principal amount of the Qutstanding Bonds.

Remedies

Upon the happening and continuance of any Event of Default specified in clauses (i) and (ii)
under Events of Default above, the Trustee shall proceed, or upon the happening and continuance
of any Event of Default specified in clause (iii) under Events of Default above, the Trustee may
proceed and, upon the written request of the holders of not less than twenty-five percent (25%) in
principal amount of the Outstanding Bonds, shall proceed, in its own name, subject to the
General Resolution, to protect and enforce the rights of the Bondholders by such of the following
remedies as the Trustee, being advised by counsel shall deem most effectual to protect and
enforce such rights: (a) by mandamus or other suit, action or proceeding at law or in equity, to
enforce all rights of the Bondholders, including the right to require the State to charge and cause
to be deposited with the Trustee sufficient Program Income and to require the State to carry out
the covenants and agreements with Bondholders and to perform its duties under the Act, the
Revenue Obligations Act and the General Resolution; (b) by bringing suit upon the Bonds, by
action or suit in equity, to require the State to account as if it were the trustee of an express trust
for the holders of the Bonds; (d) by action or suit in equity, to enjoin any acts or things which
may be unlawful or in violation of the rights of the holders of the Bonds; (¢) by declaring all
Bonds due and payable, and if all defaults shall be cured, then, with written consent of the
holders of not less than twenty-five percent (25%) in principal amount of the Outstanding Bonds,
by annulling such declaration and its consequences; or (f) in the event that all Bonds are declared
due and payable, by selling Investment Obligations.

Before declaring the principal of Bonds due and payable upon an Event of Default, the Trustee
shall first give thirty (30) days’ notice in writing to the Governor and Attorney General of the
State.

Priority of Bonds After Default

In the event that upon the happening and continuance of an Event of Default, the Funds or
Accounts held by the Trustee, Registrar and Paying Agent are insufficient for the payment of
interest, principal or Redemption Price then due on the Bonds, such Funds or Accounts (other
than portions of Funds held for the payment or redemption of particular Bonds which have
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theretofore become due at maturity or by call for redemption) and any other monies received or
collected by the Trustee acting pursuant to the Act, the Revenue Obligations Act and the General
Resolution, after making provisions for the payment of any expenses necessary in the opinion of
the Trustee to protect the interests of the holders of the Bonds and for the payment of the charges
and expenses and liabilities incurred and advances made by the Trustee or the Registrar and
Paying Agent in the performance of their respective duties under the General Resolution, are to
be applied as follows:

(1) If the principal of all of the Bonds has not become or been declared due and payable:

FIRST: To the payment to the persons entitled thereto of all installments of interest
then due in the order or maturity of such instaliments, and, if the amount available is
not sufficient to pay in full any installment, then to the payment thereof ratably,
according to the amounts due on such instaliment, to the persons entitled thereto,
without any discrimination or preference.

SECOND: To the payment to the persons entitled thereto of the unpaid principal or
Redemption Price of any Bonds which shall have become due, whether at maturity or
by call for redemption, in the order of their due dates, and, if the amounts available
shall not be sufficient to pay in full all the Bonds due on any date, then to the payment
thereof ratably, according to the amounts of principal or Redemption Price due on such
date, to the persons entitled thereto, without any discrimination or preference.

(2) If the principal of all of the Bonds has become or been declared due and payable, to the
payment of the principal and interest then due and unpaid upon the Bonds without
preference or priority of principal over interest or of interest over principal, or of any
installment of interest over any other installment of interest, or of any Bond over any other
Bond, ratably, according to the amounts due respectively for principal and interest, to the
persons entitled thereto without any discrimination or preference except as to any difference
in the respective rates of interest specified in the Bonds.

Limitation on Rights of Bondholders

No individual Bondholder shall have any right to initiate legal proceedings to enforce rights
under the General Resolution unless such holder shall have given to the Trustee written notice of
the Event of Default or breach of duty on account of which such proceeding is to be taken, and
unless the holders of not less than twenty-five percent (25%) in principal amount of the
Outstanding Bonds have made written request of the Trustee after the right to exercise such right
of action has occurred, and shall have afforded the Trustee a reasonable opportunity either to
exercise the powers granted to it under the General Resolution or to institute such proceedings in
its name and unless, also, there has been offered to the Trustee reasonable security and indemnity
against costs, expenses and liabilities and the Trustee has refused or neglected to comply with
such request within a reasonable time. No provision in the General Resolution on defaults and
remedies affects or impairs the right of any Bondholder to enforce the payment of the principal
of and interest on his Bonds, or the obligation of the State to pay the same from the source, at the
time and place specified in said Bond.

Compensation of Fiduciaries

Each Fiduciary is entitled to such fees and reimbursement as shall be established in an agreement
between the Commission and such Fiduciary by the Trustee from the Program Expense Fund
(except that the agreement for Registrar shall be between the State Treasurer and the Registrar).
Each Fiduciary shall have a lien for such fees and reimbursement on any and all Funds at any
time held by it under the General Resolution.
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Removal of Trustee

The Trustee is required to be removed if so requested by the holders of a majority in principal
amount of the Outstanding Bonds excluding any Bonds held by or for the account of the State.
The State may remove the Trustee at any time, except during the existence of an Event of
Default, for such cause as the State may determine in its sole discretion. In either such event, a
successor is required to be appointed.

Defeasance

If the State shall pay or cause to be paid to the holders of the Bonds, the principal and interest
and Redemption Price to become due thereon, at the times and in the manner stipulated therein
and in the General Resolution, then the pledge of Program Income and other monies, securities
and funds thereby pledged and all other rights granted thereby shall be discharged and satisfied.

Bonds or interest instaliments for the payment or redemption of which monies have been set
aside and shall be held in trust by Fiduciaries (through deposit by the State of funds for such
payment or redemption or otherwise) shall, at the maturity or Redemption Date thereof, be
deemed to have been paid within the meaning and with the effect expressed in the above
paragraph. Any Bonds shali, prior to maturity or Redemption Date thereof, be deemed to have
been paid within the meaning and with the effect so expressed if (i) in case any of the Bonds to
be redeemed on any date prior to their maturity, the State has given to the Trustee in form
satisfactory to it, irmevocable instructions to publish, as provided in the General Resolution,
notice of redemption on said date of such Bonds, (ii) there has been deposited with the Trustee
either monies in an amount which are sufficient, or Investment Obligations which are direct
obligations of or obligations guaranteed by the United States of America or other obligations, the
payment of which is provided for by an irrevocable escrow deposit invested in direct obligations
of the United States of America, the principal of and the interest on which when due will provide
monies which, together with the monies, if any, deposited with the Trustee at the same time, will
be sufficient to pay when due the principal or Redemption Price and interest due and to become
due on said Bonds on and prior to the Redemption Date or maturity date thereof, as the case may
be and (iii) in the event said Bonds are not by their terms subject to redemption within the next
succeeding sixty (60) days, the State has given the Trustee, in form satisfactory to it, irrevocable
instructions to publish, as soon as practicable, at least once in an Authorized Newspaper a notice
to the holders of such Bonds that the deposit required by (ii) above has been made with the
Trustee and that said Bonds are deemed to have been paid and stating such maturity or
Redemption Date upon which monies are to be available for the payment of the principal of and
Redemption Price on said Bonds. Neither the Investment Obligations nor the monies so deposited
with the Trustee nor principal or interest payments on any such Investment Obligations shall be
withdrawn or used for any purpose other than (and shall be held in trust for) the payment of the
principal of, Redemption Price and interest on said Bonds, but any cash received from such
principal or interest payments on such Investment Obligations deposited with the Trustee, if not
then needed for such purpose may, to the extent practicable and legally permitted, be reinvested
in Investment Obligations maturing at times and in amounts sufficient to pay when due the
principal of, Redemption Price and interest to become due on said Bonds on and prior to such
Redemption Date or maturity date thereof, as the case may be, and interest earned from such
reinvestments may be paid over to the State, as received by the Trustee, free and clear of any
trust, lien or pledge.
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Table V-6

OUTSTANDING TRANSPORTATION REVENUE BONDS BY ISSUE
(As of December 27, 1996)

Date of Amount of Amount
Financing Financing Maturity Issuance Qutstanding
1984, Series Ao 4/15/84 1985-2004 § 65,000,000 0
1986, Series A vrioier i i 6/15/86 1987-2007 139,055,000 $ 7,130,000
1988, Series A ... cveeeiieeeieeee et e 4/15/88 1989-2008 51,475,000 2,125,000
1989, Series A sessaeanaie 4/15/89
Serial Bonds ...cooooveeeeriivv v 1990-2004 31,165,000 4,105,000
Term Bonds ..o irers v 2009 20,135,000 0
1991, Series A...coovcivnnn 10/1/91 19922011 105,660,000 26,125,000
1992, Series A coeeoovivoe . 71192
Serial Bonds ..........ooovovicevns 1999.2006 96,945,000 86,945,000
Term Bonds ..o 2009 22,260,000 22,260,000
TermBonds ........ ..o 2012 3,520,000 3,520,000
emBonds ... 2022 16,880,000 16,880,000
1992, Series B . coveoevee e e 7/1/92
Serial Bonds ... 1993-2006 55,155,000 44,050,000
TermBonds ..., 2009 18,395,000 0
TermBonds ... 2012 21,770,000 0
Term Bonds ....oooovvvevier e i 2022 104,390,000 104,390,000
1993, Series Ao 9/1/93  1994-2012 116,450,000 112,340,000
1994, Series Ao e 7/1/94
Serial Bonds ......ooocoveiveieiiiieeen 1993-2012 84,320,000 78,200,000
Term Bonds ..o 2014 15,680,000 15,680,000
1995, SEHES A ovvvirervicncnsrererimrurr e oo 8/1/95 1996-2015 105,000,000 101,815,000
1996, Series A...ooovovvvevvervvria e 5/15/96 19972016 115,000,000 115,000,000
Total Transportation Revenue Bonds .. $L188 255 000 $750.565.000

®  pursuant to a refunding escrow agreement the principal and interest on all or a portion of the bonds will be paid as it comes
due and those bonds will be called for redemption prier to maturity The principal amount of bonds for which payment is

provided is treated as not outstanding for purposes of this table

GLOSSARY

This Glossary includes definitions from the General Resolution and the Series Resolution.

“Accountant” means such reputable and experienced independent certified public accountant or
firm of independent certified public accountants of nationally recognized standing as may be
selected by the Department and be satisfactory to the Trustee which may be the accountant or
firm of accountants who regularly audit the books and accounts of the Department.

“Act” means Section 84.59 of the Statutes.

“Authorized Newspaper” means either The Wall Street Journal or The Bond Buyer, or such
other financial newspaper or financial journal of general circulation, printed in the English
language and customarily published (except in the case of legal holidays) at least once a day for
at least five days in each calendar week, in the Borough of Manhattan, City and State of New
York.

“Authorized Officer” when used with reference to the Department means the Secretary or other
person designated from time to time by the Secretary, and when used with reference to the
Commission, means the Chairperson of the Commission or other person designated from time to
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time by the Chairperson of the Commission and, in the case of any act to be performed or duty to
be discharged, any other member, staff, officer or employee of the foregoing Department or
Commission then authorized to perform such act or discharge such duty.

“Bond” or “Bonds” means any bond or any other evidence of revenue obligation authorized
under the General Resolution and issued pursuant to a Series Resolution.

“Bond Counsel’s Opinion” means an opinion executed by the Attorney General of Wisconsin or
an attorney or firm of attorneys of nationally recognized standing in the field of law relating to
municipal, state and public agency financing, selected by the State.

“Bondholder” and the term “Holder” or “holder” means the registered owner of any
Outstanding Bond or Bonds, if registered to a particular person or persons, or the holder of any
Outstanding Bond or Bonds in bearer form or registered as to principal only, or his duly
authorized attorney in fact, representative or assigns.

“Capitalized Interest Account” shall mean the account established by Section 402 of the
General Resolution.

“Certificate” means (i) a signed document either attesting to or acknowledging the
circumstances, representations or other matters therein stated or set forth or sefting forth matters
to be determined pursuant to the General Resolution, or (ii) the report of an Accountant as to
audit or other procedures called for by the General Resolution.

“Commission” means the State of Wisconsin Building Commission established and existing
pursuant to Section 13.48 of the Statutes and any successor thereto to whom the powers and
duties granted to or imposed by the General Resolution shall be given by law.

“Costs of Issnance” means all items of expense, directly or indirectly payable or reimbursable
by or to the State which are related to the authorization, sale, credit support, liquidity or issuance
of Bonds.

“Credit Support and Liquidity Fund” means an account established pursuant to Section 511 of
the General Resolution.

“Credit Support and Liquidity Fund Requirement” means as of any date of calculation, an
amount equal to the aggregate Credit Support and Liquidity Fund Requirements for each Series
of Qutstanding Bonds as specified with respect to each such Series in the applicable Series
Resolution.

“Debt Service Reguirement” means as of any particular date of calculation, the aggregate
Interest Requirement and Principal Requirement for Outstanding Bonds as specified in each
Series Resolution authorizing the issuance of a Series of Bonds.

“Debt Service Reserve Requirement” means, as of any particular date of computation, an
amount equal to the aggregate of the amounts specified in each Series Resolution authorizing the
issuance of a Series of Bonds (any of which are Outstanding on the date of computation) as the
amount to be the Debt Service Reserve Requirement, provided that, with respect to any Series of
Bonds, in lieu of a deposit to the Reserve Fund of an amount equal to the applicable Series Debt
Service Reserve Requirement, the State may provide for a letter of credit, municipal bond
insurance policy, surety bond or other type of agreement or arrangement with an entity having, at
the time of entering into such agreement or arrangement, a credit rating equal to or greater than
the Bonds which provides for the availability, at the times required pursuant to the provisions of
any Series Resolution, of an amount at least equal to such Series Debt Service Reserve
Requirement and such method of funding shall be deemed to satisfy all provisions of the Series
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Resolution with respect to the Debt Service Reserve Requirement and the amount required to be
on deposit in the Reserve Fund with respect to such Series of Bonds.

“Department” means the State of Wisconsin Department of Transportation established and
existing pursuant to Section 15.46 of the Statutes and any successor thereto to which the powers
and duties granted to or imposed by the General Resolution shall be given by law.

“Fiduciary” means the Trustee, the Registrar and any Paying Agent, or any or all of them as may
be appropriate.

“Fiscal Year” means the fiscal year of the State as established from time to time.

“Fund” means one or more, as the case may be, of the funds or accounts created and established
pursuant to the General Resolution.

“General Resolution” means the General Resolution as the same may from time to time be
amended, modified or supplemented by a Supplemental Resolution.

“Interest Payment Dates” means any date on which is due the payment of interest on any Series
of Bonds as specified in each Series Resolution authorizing the issuance of the Series of Bonds.

“Interest Requirement” means as of any particular date of calculation, the amount equal to any
unpaid interest then due, plus an amount to the interest accruing or payable during the period
between the date of calculation and the next Redemption Fund Deposit Day with respect to each
Series of Outstanding Bonds.

“Investment Obligations” means and includes any of the following obligations to the extent the
same are at the time legal for investment of funds of the State under the Act, the Revenue
Obligations Act, or under other applicable law:

1. direct obligations of or obligations guaranteed by the United States of America;

2. obligations the payment of principal and interest on which, by act of Congress or in the
opinion of the Attorney General of the United States in office at the time such
obligations were issued, are unconditionally guaranteed by the United States of America;

3. bonds, debentures, notes, participation certificates or other similar evidences of
indebtedness issued by any of the following: Federal Land Banks, Federal Home Loan
Banks, Federal Intermediate Credit Banks, Banks for Cooperatives, the Federal
Financing Bank, the Federal Home Loan Mortgage Corporation, Federal National
Mortgage Association, Export Import Bank of the United States, Student Loan Marketing
Association, Farmer’s Home Administration, Government National Mortgage
Association, Small Business Administration, or any other agency or corporation which
has been or may hereafter be created by or pursuant to an Act of Congress of the United
States as an agency or instrumentality thereof or sponsored thereby (including but not
limited to the fully guaranteed portion of an obligation partially guaranteed by any of the
foregoing, if the State’s ownership of such portion is acknowledged in wr:tmg by an
officer of the guaranteeing agency or instrumentality);

4. Public Housing Bonds issued by public agencies or municipalities and fully secured as to
the payment of both principal and interest by a pledge of annual contributions under an
annual contributions contract or contracts with the United States of America or
temporary notes, preliminary loan notes or project notes issued by public agencies or
municipalities, in each case, fully secured as to the payment of both principal and interest
by a requisition or payment agreement with the United States of America;
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10.

11.

12.

obligations of any state within the United States or of any political subdivision of any
state, provided that at the time of purchase such obligations are rated in either of the two
highest rating categories by a nationally recognized bond rating agency;

bankers acceptances drawn on and accepted by banks (including the Trustee and Paying
Agent) and certificates of deposit by banks (including the Trustee and Paying Agent),
with a combined capital and surplus aggregating at least $100,000,000 and securities of
which are currently rated within the two highest rating categories assigned by a
nationally recognized rating agency, or the international branches or banking subsidiaries
thereof;

interest-bearing time deposits, or certificates of deposit of a bank (including the Trustee
and Paying Agent) or trust company, continuously secured and collateralized by
obligations of the type described in paragraphs (1), (2), (3) and (4) hereof, having a
market value at least equal at all times to the amount of such deposit or certificate, to the
extent such deposit or certificate is not insured by the Federal Deposit Insurance
Corporation or the Federal Savings and Loan Insurance Corporation, or any successors
thereto;

commercial paper given the highest rating by Standard & Poor’s Corporation and
Moody’s Investors Service at the time of such investments;

investment agreements with banks or bank holding companies the senior long-term debt
securities of which are rated within the two highest categories by a nationally recognized
rating agency and which have a capital and surplus of at least $100,000,000;

repurchase agreements, with banks or other financial institutions (including the Trustee
and Paying Agent) (“Repurchasers”) provided that each such repurchase agreement (a)
is in a commercially reasonable form and is for a commercially reasonable period, and
(b) result in transfer to the Trustee of legal and equitable title to, or the granting to the
Trustee of a prior perfected security interest in, identified obligations referred to in
paragraphs (1), (2), (3) and (4) above which are free and clear of any claims by third
parties and are segregated in a custodial or trust account held either by the Trustee or by
a third party (other than the Repurchaser) as the agency solely of, or in trust solely for
the benefit of the Trustee, provided that obligations acquired pursuant to such repurchase
agreements shall be valued at the lower of the then current market value of such
obligations or the repurchase prices thereof set forth in the applicable repurchase
agreement, such investments shall be made so as to mature on or prior to the date or
dates that the Trustee anticipates that moneys therefrom be required;

shares of beneficial interests in an investment fund or trust substantially all of whose
assets consist of those identified obligations referred to in paragraphs (1) and (2) above;
and

any short term government fund whose assets consist of those identified obligations
referred to in paragraphs (1), (2), (3), (4) and (10} above.

“QOutstanding”, when used with reference to Bonds and as of any particular date, describes all
Bonds that have been delivered and are expected to be delivered except (a) any Bond canceled by
the Trustee, or proven to the satisfaction of the Trustee to have been canceled by the Registrar, at
or before said date, (b) any Bond deemed to have been paid in accordance with the provisions of
Section 1201 of the General Resolution, and (¢} any Bond in lieu of or in substitution for which
another Bond shall have been delivered pursuant to the requirements of the General Resolution
or any Series Resolution.
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“Paying Agent” for the payment of the principal of, Redemption Price and interest on the Bonds
of a particular Series means the Treasurer or any bank or trust company designated as paying
agent for the Bonds, and its successor or successors hereafter appointed in the manner provided
in the General Resolution.

“Principal and Interest Account” means the account established by Section 502 of the General
Resolution.

“Principal Installment” means (a) the principal amount of Qutstanding Bonds which mature on
a single future date, and (b) the amount of any Sinking Fund Installment required to be paid on a
single future date.

“Principal Instaliment Dates” means any dates designated in a Series Resolution as a day a
Principal Installment is to be paid.

“Principal Office”, when used with respect to a Fiduciary, means the principal, or corporate
trust, or head, or principal trust office of such Fiduciary situated in the city in which such
Fiduciary is described as being located.

“Principal Requirement” means, as of any particular date of calculation, the amount of money
equal to any unpaid Principal Installment then due with respect to each Series of Outstanding
Bonds and the amount of the next succeeding Principal Installment divided by the number of
Redemption Fund Deposit Days prior to the next Principal Installment Date with respect to each
Series of Outstanding Bonds.

“Program” means the State of Wisconsin Transportation Facilities and Highway Projects
Revenue Obligations Program financed under the Act, the Revenue Obligations Act and the
General Resolution in accordance with any other enactment of the State which may hereafter
specify an extension, expansion, addition or improvement of and for said Program pursuant to
the Act, the Revenue Obligations Act and the General Resolution but not financed under the
provisions of any other bond resolution or indenture of trust.

“Program Account” means the account so designated by Section 402 of the General Resolution.

“Program Capital Fund” means the Fund which is established and created by Section 402 of
the General Resolution and pursuant to Section 18.57 of the Revenue Obligations Act.

“Program Expense Fund” means the Fund which is established and created by Section 514 of
the General Resolution.

“Program Expenses” means the reasonable and proper costs and expenses of the Department for
the operation and maintenance of the Program, including, without limitation, the administrative
expenses allocable to the Program and the fees and expenses of the Trustee and the Paying
Agents and Registrars of the Bonds.

“Program Income” means moneys derived under Section 341.25 of the Statutes or any other
moneys that the State is authorized to pledge, which is to be deposited by the Department under
Section 18.56(5) and (9)(j) of the Revenue Obligations Act in a separate and distinct fund outside
of the State Treasury in an account maintained by the Trustee as the Redemption Fund and all
interest earned or gain realized from the investment of amounts in said fund.

“Program Income Account” means the account established by Section 502 of the General
Resolution.

“Projects” means the projects authorized under the Act and funded with proceeds of Bonds
authorized by one or more Series Resolutions.
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“Record Date” means with respect to any Series of Bonds, the Record Date established for such
Series of Bonds under each Series Resolution pursuant to which such Series is issued.

“Redemption Date” means the date upon which Bonds are to be called for redemption.

“Redemption Fund” means the Fund which is established and created by Section 502 of the
General Resolution pursuant to Section 18.56(5) of the Revenue Obligations Act.

“Redemption Fund Deposit Day” means January 1, April 1, July 1 and October 1 of each Fiscal
Year.

“Redemption Price” when used with respect to a Bond or portion thereof, means the principal
amount of such Bond or portion plus the applicable premium, if any, payable upon redemption
thereof in the manner contemplated in accordance with its terms pursuant to the General
Resolution and to the Series Resolution.

“Registrar” means, with respect to Bonds of a particular Series, the Treasurer or any person with
whom he has contracted with for the performance of any of his functions under Section 18.10(5)
and (7) of the Statutes.

“Reserve Fund” means the Fund which is established and created by Section 508 of the General
Resolution pursuant to Section 18.56(4) of the Revenue Obligations Act.

“Revenue Obligations Act” means Subchapter II of Chapter 18 of the Statutes,

“Secretary” means the Secretary of the Department or any other officer, board, body,
commission or agency succeeding to the powers, duties and functions thereof.

“Serial Bonds” means the Bonds so designated in a Series Resolution.

“Series”, when used with respect to less than all of the Bonds, means and refers to all of the
Bonds delivered on original issuance in a simultaneous transaction, regardless of variations in
maturity, interest rate or other provisions, and any Bond thereafter delivered in lieu of or
substitution for any of such Bonds pursuant to the General Resolution or a Series Resolution.

“Series Resolution” means any resolution adopted by the Commission pursuant to and in
accordance with the terms of Article II of the General Resolution, providing for the issuance of a
particular Series of Bonds.

“Sinking Fund Instaliment” means the amount of money unconditionally required by or
pursuant to a Series Resolution to be paid toward the retirement of any particular Term Bonds
prior to their respective stated maturities.

“State” means the State of Wisconsin, including the Commission, or Department, as the case
may be, acting on behalf of the State pursuant to the Act or the Revenue Obligations Act, or any
body, agency or instrumentality of the State which shall hereafter succeed to the powers, duties
and functions of any of the foregoing.

“Statutes” means the Wisconsin Statutes.

“Subordinated Debt Service Fund” means an account established pursuant to Section 517 of
the General Resolution.

“Subordinated Debt Service Fund Requirement” means, as of any date of calculation, an
amount equal to the apgregate Subordinated Debt Service Fund Requirements for each
Subordinated Indebtedness Series of Qutstanding Bonds as specified with respect to each such
Series in the applicable Series Resolution.

PART V-32 TRANSPORTATION
REVENUE BONDS



“Subordinated Indebtedness” means a Series of Bonds issued pursuant to Section 714 of the
General Resolution.

“Supplemental Resolution” means any resolution adopted by the Commission pursuant to and
in accordance with the terms of Article VII of the General Resolution amending or
supplementing the provisions of the General Resolution as originally adopted or as amended or
supplemented prior to the amending or supplementing effected by the particular Supplemental
Resolution.

“Term Bonds” means the Bonds so designated in a Series Resolution.
“Transportation Fund” means the fund established in Section 25.40 of the Statutes.

“Treasurer” means the State Treasurer or any other officer, board, body, commission or agency
succeeding to any of the powers, duties and functions thereof.

“Trustee” means the trustee appointed by or pursuant to Section 1101 of the General Resolution,
and its successor or successors and any other corporation or association which may at any time
be substituted in its place pursuant to the General Resolution.
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Appendix A

AUDITED FINANCIAL STATEMENTS

The following material is the Report of Independent Certified Public Accountants, dated August
23, 1996, pages 2 through 27 and supplemental information pertaining to Program Revenues, for
the year ended June 30, 1996,
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2 E. Gilman Street

Box 8100

Madison, W1 537088100
608 2576761

FAX 608 2576760

REFPORT OF INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

Grant Thornton %

. cranT THORNTONELP  Accolntants and
Wisconsin Department of Transportation Management Consultants

Revenue Bond Program The U,S. Member Firm of
. . . Grant Thomton Internaticnal
Madison, Wisconsin

We have audited the statements of assets and liabilities of the
1886 Series A, 1988 Series A, 1989 Series A, 1991 Series A, 1992
Series A, 1992 Series B, 1993 Series A, 1994 Series A, 1995
Series A and 1996 Series A bonds of the Wisconsin Department of
Transportation Revenue Bond Program (the Program) as of June 30,
1986 and 1995, and the related statements of revenue and
expenses and cumulative excess of revenue over expenses for the
years then ended and changes in fund assets for the periods then
ended, as discussed in note A6. These financial statements are
the responsibility of the Program’s directors. Our
responsibility is to express an opinion on these financial
statements based on ocur audits.

We conducted our audits in accordance with generally accepted
auditing standards. Those 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 the directors of the Program, as
well as evaluating the overall financial statement presentation.
We believe our audits provide a reasonable basis for our
opinion.

In our opinion, the financial statements referred +to above
present fairly, in all material respects, the assets and
liabilities of the 1986 Series A, 1988 Series A, 1989 Series A,
1991 Series A, 1982 Series A, 1992 Series B, 1993 Series A, 1994
Series A, 1985 Series A and 1996 Series A bonds of the Wisconsin
Department of Transportation Revenue Bond Program as of June 30,
1996 and 1985, and the revenue and expenses for the years then
ended and changes in fund assets for the periods then ended, in
conformity with generally accepted accounting principles.

MW&AP

Madison, Wisconsin
August 23, 1996 PART V A-2
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A

FUND ASSETS

Program Capital Fund (note C)
Repurchase agreements
Accrued interest receivable

Bond Redemption Fund
Amounts receivable on maturity of
securities
Repurchase agreements
Accrued interest recelvable

Debit Service Reserve Fund
Program Expense Fund
Repurchase agreements
Accrued interest receivable
General Rebate Fund

Repurchase agreements
Accrued interest receivable

Total fund assets

DPEFERRED DEBT CQOSTS,
amortization of $2,492,606 in 1996 and
$2,036,035 in 1995

NET PROJECT COSTS INCURRED

{note AZ)

(note C)

{note AZ)

{note C)

{note AZ)

{note A2)

less accumulated

(note A5)

{note A3)

STATEMENTS OF ASSETS AND LIABILITIES

1986

1995

$ 74,689,835

5,089

74,694,924

28,810,000
16,573,913

37,432,028

891, 800 10,012
16,275,713 37,442,040
45,419 20, 626

192 100

45,611 50,726
1,899,401 1,797,963
8,149 8,726
1,907,550 1,806,689
122,923,798 39,269, 455

13,462,984

740,814,124

13,310,200

595,860,031

$877,200,906

$648,439,686

The accompanying notes are an integral part of these statements.
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LIABTLITIES

LIABILITIES
Accrued interest payable
Accounts payable
Bonds payable (note B)
Due within one year
Due after one year

Total liabilities

COMMITMENTS (note E)

FUND BALANCE

Cumulative excess of revenue over

eXpenses

Transfer of assets from State of
Wisconsin Transportation Revenue
Bonds, 1984 Series A {note B)

Transfer of bond proceeds to State of
Wisconsin Transportation Revenue
Bonds, 1984 Series A, Escrow Funds

{note B)
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$ 19,513,402 $ 15,462,708
63,491 9, 580

25,385, 000 21,590, 000
750,565,000 555,950, 000
775,650,000 577,540,000

795,526,893 593,012,288

128,279,668 103,033,053

3,531,381 3,531,381

(51,137,036) (51,137,036}
81,674,013 55,427,398

$877,200,906 $648,439,686




WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERITES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENTS OF REVENUE AND EXPENSES AND
CUMULATIVE EXCESS OF REVENUE OVER EXPENSES

Year ended June 30,
1996 1995
Revenue
Registration fees $ 58,414,087 $ 51,194,991
Investment (note AZ) 1,944,473 1,948,165
60,358,560 53,143,156
Expenses
Interest 33,451,403 30,743,616
Administrative 37,283 32,908
Amortization of deferred debt costs
{note ASL) 456,571 566,964
Premium on Surety Bonds 166, 688 36,015

34,111,845 31,379,504

EXCESS OF REVENUE OVER
EXPENSES 26,246,015 21,763,652

Cumulative excess of revenue over
expenses at beginning of year 103,033,053 81,269,401

Cumulative excess of revenue over
expenses at end of year $129,279,668 $103,033,053

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENTS OF CHANGES IN FUND ASSETS - 1986 SERIES A
Years ended June 30, 1996 and 1995

Bond
Redemption
Fund
Fund assets at July 1, 1994 $ 8,589,643
Receipts
Registration fees 8,576,963
Investment income 259,922
Interest reimbursement from Escrow Fund 4,362,675
Disbursements
Interest payments {(6,179,189)
Bond payments {7,425,000)
Transfers
Transfer of assets from 1988 Series A Program
Expense Fund 997
Fund assets at June 30, 1995 8,186,011
Receipts
Registration fees 8,110,486
Investment income 266,915
Interest reimbursement from Escrow Fund 4,362,674
Disbursements
Interest payments (5,667,405)
Bond payments (7,330,000)
Transfers
Transfer of assets from 1988 Series A Program
Expense Fund 1,630
Fund assets at June 30, 1996 $ 7,930,311

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENTS OF CHANGES IN FUND ASSETS - 1988 SERIES A

Years ended June 30, 1996 and 1995

Fund assets at July 1, 1984

Receipts
Registration fees
Investment income
Interest reimbursement from Escrow Fund

Pisbursements
Interest payments
Bond payments
Administrative expenses
Bond issue costs ~ 1983 Series A
Bond issue costs - 1992 Series A

Transfers
Transfer of assets for administrative
expenses to Program Expense Fund
Transfer of assets in excess of Program
Expense Fund requirements to 1986
Series A Bond Redemption Fund

Fund assets at June 30, 1995

Receipts
Registration fees
Investment income
Interest reimbursement from Escrow Fund

Disbursements
Interest payments
Bond payments
Administrative expenses

Transfers -
Transfer of assets from 1989 Series A
Bond Redemption Fund
Transfer of assets in excess of Program
Expense Fund requirements to 19%86
Series A Bond Redemption Fund

Fund assets at June 30, 1986

Bond Program

Redemption Expense
Total Fund Fund

$ 2,099,671 § 2,055,244 $ 44,427
2,282,197 2,282,197 -

71,655 70,074 1,581
2,649,400 2,649,400 -
{3,094,038) (3,094,038} -
{(1,775,000) (1,775,000} -

(68,081) - (68,081}

(42,482) - (42,492}

{8,712) - (8,712}

- {95,000) 85,000

(8387} - (997)

2,113,603 2,092,877 20,726

2,249,840 2,189,540 60,000

71,748 69,593 2,155
2,649,600 2,649,600 -
(2,980,838) {2,980,838) -
(1,875,000) (1,875,000) -

{35,640} - (35,640)
38,2459 38,249 -

(1,630} - {1,630)

$ 2,230,032 $5_2,184,421 $_45,611

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A

STATEMENTS OF CHANGES IN FUND ASSETS - 1989 SERIES A
Years ended June 30, 1996 and 1995

Fund assets at July 1, 1994

Receipts
Registration fees
Investment income
Interest reimbursement from Escrow Fund

Disbursements
Interest payments
Bond payments

Fund assets at June 30, 19895

Receipts
Registration fees
Investment income
Interest reimbursement from Escrow Fund

Disbursements
Interest payments
Bond payments

Transfers

Transfer of assets to 1988 Series A Bond Redemption

Fund

Fund assets at June 30, 1996

Bond
Redemption
Fund

$ 1,968,485

2,202,171
67,696
2,633,580

(3,246,835)
{1,605,000)

2,020,097

2,272,846
67,807
2,633,580

(3,127,938)
{1,720,000)

(38,249)

$ 2,108,143

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A

STATEMENTS OF CHANGES IN FUND ASSETS - 1991 SERIES A
Years ended June 30, 1996 and 1995

Fund assets at July 1, 1994

Recelipts
Registration fees
Investment income
Interest reimbursement from Escrow Fund

Disbursements
Interest payments
Bond payments

fund assets at June 30, 1985

Receipts
Registration fees
Investment income
Interest reimbursement from Escrow Fund

Disbursements
Interest payments
Bond payments

Fund assets at June 30, 1996

Bond
Redemption
Fund

5 4,272,101

5,112,458
148,971
4,147,445

{6,149,427)
(3,175,000)

4,356,549

5,180, 324
147,017
4,147,445

(5,979, 690)
(3,350, 000)

$_4,501, 645

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENTS OF CHANGES IN FUND ASSETS - 1992 SERIES A
Years ended June 30, 1996 and 1995

Bond
Redemption
Fund
Fund assets at July 1, 1994 $ 3,800,428
Receipts
Registration fees 7,585,068
Investment income 154,260
Disbursements
Interest payments {7,599, 600)
Fund assets at June 30, 1985 3,940,156
Receipts
Registration fees 7,371,840
Investment income 145,682
Disbursements
Interest payments (7,599,600}
Fund assets at June 30, 1996 5 3,858,078

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENTS OF CHANGES IN FUND ASSETS - 1992 SERIES B

Years ended June 30, 1996 and 1995

Program Bond General
Capital Redemption Rebate
Total Fund Fund Fund
Fund assets at July 1,
1594 $ 12,059,881 § 2,638,214 S 7,394,030 $2,027,637
Receipts
Registration fees 11,244,532 - 11,244,532 -
Investment income 361,546 5,362 265,784 80,400
Interest reimbursement
from Escrow Fund 2,318,685 - 2,318,685 -
Disbursements -
Project costs {2,643,576) (2,643,576} - -
Interest payments (10,652, 353) - {10,652,353) -
Bond payments {3,145,000) - (3,145,000} -
Arbitrage payments (311, 348) - - {311,348}
Fund assets at June 30,
1995 9,232,367 - 7,425,678 1,806,688
Receipts
Registration fees 11,370,801 e 11,370,801 -
Investment income 361,869 - 261,008 100,861
Interest reimbursement
from Escrow Fund 2,318,685 - 2,318,685 -
Disbursements
Interest payments {10,532,315) - (10,532,315} -
Bond payments {3,250,000) - {3,250,000) -

Fund assets at June 30,
1996 $_9,501,407 S

[

§__1,593,857 $1,807,550

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENTS OF CHANGES IN FUND ASSETS - 1993 SERIES A
Years ended June 30, 1996 and 1995

Bond
Redemption
Fund
Fund assets at July 1, 19%4 $ 4,587,017
Receipts
Registration fees 6,078,918
Investment income 132,582
Disbursements
Interest payments {5,188, 489)
Bond payments {1,955, 000)
Fund assets at June 30, 1995 3,655,028
Receipts
Registration fees 6,148,845
Investment income 130,849
Disbursements
Interest payments (5,147,090)
Bond payments {1,060,000)
Fund assets at June 30, 1986 § 3,727,632

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENT OF CHANGES IN FUND ASSETS - 1994 SERTES A
For the year ended June 30, 1996 and
For the period from July 13, 1994 (delivery date of bonds) through June 30, 1995

Debt
Program Bond Service
Capital Redemption Reserve
Total Fund Fund Fund

Fund assets at July 13,
1994 s - [ - 5 - 8 -

Receipts
Proceeds from bond issue 99,122,863 99,122,863 - -
Accrued interest from
bond issue 181,802 181,802 -
Registration fees 8,112,683 - 8,112,683 -
Investment income 151,533 553, 344 198,189 -

Disbursements
Bond issue costs (44,472) (44,472) - -
Project costs {99,595,720) {99,595,720) -
Interest payments (2,727,030} - (2,727,030} -
Premium on Surety Bonds (36,015} - - (36,015)

Transfers
Transfer of accrued
interest from bond
issue from Program
Capital Fund to Bond
Redemption Fund - (181,802) 181,802 -
Transfer of assets from ‘
Program Capital Fund to
bebt Service Reserve
Fund for premium on
Surety Bonds - {36,015) ~ 36,015

Fund assets at June 30,
1995 5,765,644 - 5,765,644 -

Receipts
Registration fees 8,314,711 - B,314,711 -
Investment income 197,330 - 197,330 -

Disbursements
Interest payments {5,386,448)
Bond payments {3,005, 000)

i

{5,386,448) -
{3,005,000) -

i

Fund assets at June 30,
1998 $_.5,886,237 § - $_5,886,237 3% -

The accompanying notes are an integral part of this statement.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENT OF CHANGES IN FUND ASSETS - 1995 SERIES A
For the period from September 1, 1995 (delivery date of bonds) through June 30, 1996

Debt
Program Bond Service
Capital Redemption Reserve
Total Fund Fund Fund

Fund assets at
September 1, 1995 S - $ - $ - $ -

Receipts
Proceeds from bond issue 104,966,490 104,966,490 -~ -
Accrued interest from
bond issue 419,992 419,992 - -
Registration fees 7,394,294 - 7,394,294 -
Investment income 358,699 177,488 181,211 o

Disbursements
Bond issue costs {129,847} {129,947) - -
Project costs {104,954, 064) {104,854,064) - -
Premium on Surety Bonds (59,938) - - {59,938}
Transfers
Transfer of accrued
interest £rom bond
issue from Program
Capital Fund to Bond
Redemption Fund - (419,992) 415,992 -
Transfer of assets from
Program Capital Fund
to Debt Service
Reserve Fund for
premium on Surety
Bonds - {59, 938) - 59,938

Fund assets at June 30,
1996 5 1,995,526 s 29 $7,995,497 8§ -

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
STATEMENT OF CHANGES IN FUND ASSETS - 1996 SERIES A
For the period from May 15, 1996 (delivery date of bonds) through June 30, 1996

Debt
Program Bond Service
Capital Redemption Reserve
Total Fund Fund Fund
Fund assets at May 15,
1996 $ - $ - $ - 8 -
Receipts
Proceeds from bond issue 114,606,342 114,606,342 - -
Accrued interest from
bond issue 488,638 488,638 -
Investment income 186,557 195,303 1,254
Disbursements
Project costs {40,000,000) (40,000, 000) - -
Premium on Surety Bonds {106,750} - (106,750}
Transfers
Transfer of accrued
interest from bond
issue from Program
Capital Fund to Bond
Redemption Fund - {488, 638) 488,638 -
Transfer of assets from
Program Capital Fund
to Debt Service
Reserve Fund for
premium on Surety
Bonds - {106,750) - 106,750
Fund assets at June 30,
199%6 $ 75,184,787 $_ 74,694,895 5489,892 3 -

The accompanying notes are an integral part of these statements.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS
June 30, 1996 and 1995

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The Wisconsin Department of Transportation Revenue Bond
Program originated in April, 1984 pursuant to the adoption of
the General Resolution by the State of Wisconsin Building
Commission. The purpose of the Program is to provide
financing for the construction, maintenance and repair of
certain major highway projects and administrative facilities.
A summary of the Program’s significant accounting policies
consistently applied in the preparation of the accompanying
financial statements follows.

In preparing financial statements in conformity with generally
accepted accounting principles, the Program’s directors are
required to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the disclosure
of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and
expenses during the reporting period. Actual results could
differ from those estimates.

1. General Accounting Policy

The Wisconsin Department of Transportation (Department)} has
entered into trust agreements with Bank One Wisconsin Trust
Company, Milwaukee, Wisconsin, relating to the creation and
administration of the State of Wisconsin Transportation
Revenue Bonds, 1986 Series A, 1988 Series A, 1989 Series A,
1991 Series A, 1992 Series A, 1992 Series B, 1993 Series A,
1994 Series A, 1995 Series A and 1996 Series A. Among other
provisions, the trust agreements, in conjunction with the
General Resolution, specify those funds to be created and
maintained, the timing and flow of monies through the funds,
the formula for computing the Debt Service Reserve
requirements and the procedure to be followed for the
redemption of the bonds.

2. Repurchase Agreements and Investment Revenue

Repurchase agreements for each separate fund are stated at
aggregate cost or market value, whichever is lower.
Investment revenue is recognized when earned and includes
gains and losses on sales or maturities of securities.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERTES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 1996 and 1995

NOTE A - SIGNIFICANT ACCOUNTING POLICIES - Continued

3. Net Project Costs

Project costs are recorded at cost, net of gifts and grants.
An annual provision for depreciation is not reflected in the
accompanying financial statements since it would not serve the
Program’s purpose to repay bonds outstanding from registration
fees and other revenue and is not required to be recorded by
the trust agreements.

4, Revenue and Expenses

All revenue and expenses are recorded on the accrual basis.
Purchased interest receivable is recorded as an asset of the
respective funds until the related interest is received at
which time it is offset against interest revenue.

5. Deferred Debt Costs

Bond issue costs and administrative costs are being amortized
on a straight-line basis over the remaining terms of the
bonds. The original issue discount is being amortized on an
effective interest method.

&. Reporting Perilods

The reporting periods covered by this report are as follows:

Bonds 1996 1895
1986 Series A Year ended June 30, 1996 Year ended June 30, 1995
1988 Series A Year ended June 30, 1996 Year ended June 30, 1995
1989 Series A Year ended June 30, 1996 Year ended June 30, 1995
199)1 Series A Year ended June 30, 1996 Year ended June 30, 1985
1982 Series A Year ended June 30, 1996 Year ended June 30, 1985
1992 Series B Year ended June 30, 1996 Year ended June 3{, 1895
1993 Series A Year ended June 30, 1996 Year ended June 30, 1395
1994 Series A Year ended June 30, 1996 July 13, 1994 (delivery
date of bonds) through
June 30, 1985
1895 Series A September 1, 1995 (delivery

date of bonds) through
June 30, 1996

1996 Series A May 15, 1996 (delivery
date of bonds) through
June 30, 1996

PART V A-18



WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 1596 and 1995

NOTE B - BONDS PAYABLE

Transportation Revenue Bonds, 1986 Series A (1986 bonds)
consist of bonds dated June 15, 1986 with amounts outstanding
totaling $14,360,000 at June 30, 1996. Bonds outstanding bear
interest payable semiannually at rates ranging from 7.2% to
7.4%. Principal is payable in varying amounts annually
through 1997.

Transportation Revenue Bonds, 1988 Series A (1988 bonds)
consist of bonds dated April 15, 1988 with amounts outstanding
totaling $4,125,000 at June 30, 1996. Bonds outstanding bear
interest payable semiannually at rates ranging from 6.5% to
6.7%. Principal is payable 1in varying amounts annually
through 1997.

Transportation Revenue Bonds, 1989 Series A (1989 bonds)
consist of bonds dated April 15, 1989 with amounts outstanding
totaling $5,950,000 at June 30, 1996. Bonds outstanding bear
interest payable semiannually at rates ranging from 7.25% to
T.3%. Principal is payable in varying amounts annually
through 1888.

Transportation Revenue Bonds, 1991 Series A (1991 bonds)
consist of bonds dated October 1, 1991 with amounts
outstanding totaling $29,660,000 at June 30, 1996. Bonds
outstanding bear interest payable semiannually at rates
ranging from 5.5% to 6.2%. Principal is payable in varying
amounts annually through 2002.

Transportation Revenue Bonds, 1992 Series A and B (1992 bonds)
consist of bonds dated July 1, 1992 with amounts outstanding
totaling $291,425,000 at June 30, 188%86. Bonds outstanding
bear interest payable semiannually at rates ranging from 4.1%
to 5.8%. Principal is payable in varying amounts annually
through 2022.

Transportation Revenue Bonds, 1993 Series A (1993 bonds)
consist of bonds dated September 1, 1893 with amounts
outstanding totaling $113,435,000 at June 30, 1996. Bonds
outstanding bear interest payable semiannually at rates
ranging from 3.5% to 5%. Principal is payable in varying
amounts annually through 2012,
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 1996 and 1995

NOTE B - BONDS PAYABLE - Continued

Transportation Revenue Bonds, 1894 Series A (1994 Dbonds)
consist of bonds dated July 1, 1994 with amounts outstanding
totaling $96,995,000 at June 30, 1996. Bonds outstanding bear
interest payable semiannually at rates ranging from 4.5% to
7.5%. Principal is payable in varying amounts annually
through 2014,

Transportation Revenue Bonds, 1995 Series A (1995 bonds)
consist of bonds dated September 1, 1995 with amounts
outstanding totaling $105,000,000 at June 30, 1996, Bonds
outstanding bear interest payable semiannually at rates
ranging from 4.45% to 6.25%. Principal is payable in varying
amounts annually through 2015.

Transportation Revenue Bonds, 1996 Series A (1996 bonds)
consist of bonds dated May 15, 1996 with amounts outstanding
totaling $115,000,000 at June 30, 1996, Bonds outstanding
bear interest payable semiannually at rates ranging from 5% to
6%. Principal is payable in varying amounts annually through
2016.

The bonds are issued pursuant to Subchapter II of Chapter 18
of the Wisconsin Statutes as amended, Section 84.59 of the
Wisconsin Statutes and a general bond resolution and series
resolutions adopted by the State of Wisconsin Building
Commission. The bonds are revenue obligations of the State of
Wisconsin (State), payable solely from the Bond Redemption
Funds created by the General Resolution.

The bonds are collateralized by a first lien pledge of income
derived from vehicle registration fees (Program Income) under
Section 341.25 of the Wisconsin Statutes, as collected by the
Trustee. The State has covenanted in the General Resolution
that it will charge registration fees sufficient to pay
principal and interest on the bonds, as they become due, to
pay program expenses and to maintain the Debt Service Reserve
requirement.

The State is not generally liable on the bonds nor are the
projects financed by the bonds pledged as collateral.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 1996 and 1995

NOTE B - BONDS PAYABLE - Continued

Program Income in excess of the amount needed to service the
Bond Redemption and Debt Service Reserve requirements is to be
transferred to the Department free of the first lien pledge of
the General Resolution.

Upon delivery of the 1986 bonds, bond sale proceeds of
$51,137,036 were applied to the refunding of the State of
Wisconsin Transportation Revenue Bonds; 1984 Series A. Such
proceeds of the bonds, together with other available monies
from the 1984 Series A bond funds, were deposited with a
trustee bank in a separate Escrow Fund. These funds will be
invested by the Trustee in U. S. Treasury obligations and
certain other government securities so that sufficient monies
will be available to pay the principal, interest and
redemption price on the 1984 Series A bonds at redemption or
maturity.

Upon delivery of the 1992 Series A bonds, bond sale proceeds
of $136,590,673 were applied to the partial refunding of the
State of Wisconsin Transportation Revenue Bonds, 1986
Series A, 1988 Series A, 1989 Series A and 1991 Series A.
Such proceeds of the bonds, together with assets transferred
from the refunded series, were deposited with a trustee bank
in a separate Escrow Fund. The total amount of principal
outstanding for the related defeased bonds was $126,775,000 at
June 30, 1996.

Upon delivery of the 1993 Series A bonds, bond sale proceeds
of $114,667,228 were applied to the partial refunding of the
State of Wisconsin Transportation Revenue Bonds, 1986
Series A, 1988 Series A, 1989 Series A, 1991 Series A and 1992
Series B. Such proceeds of the bonds, together with assets
transferred from the refunded series, were deposited with a
trustee bank in a separate Escrow Fund. The total amount of
principal outstanding for the related defeased bonds was
$105,205,000 at June 30, 1996.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 19388 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 1996 and 1995

NOTE B - BONDS PAYABLE - Continued

Additional series of bonds may be issued on a parity with the
current bond series outstanding and collateralized by an equal
charge and lien on the Program Income. However, no additional
series may be issued unless, among other things, Program
Income, including interest, for 12 consecutive months within
the preceding 18-month period is at least 1.75 times the
maximum aggregate principal and interest requirement in any
bond year for all outstanding bonds.

Future maturities of bonds payable as of June 30, 1996 are as
follows:

Year ending June 30,

1897 $ 25,385,000
1998 29,710,000
1999 30,750,000
2000 29,490,000
2001 30,820,000
Later years 629, 695,000

$775,950,000

NOTE C - DEBT SERVICE RESERVE FUND REQUIREMENT

The General Resolution creates a Debt Service Reserve Fund
requirement which is funded from bond proceeds and other
available monies, and is intended to be used to provide for
any deficiency in the Bond Redemption Fund for the payment of
principal and interest. Series resolutions authorizing the
issuance of additional bonds will set forth the Debt Service
Reserve requirements for each issue which will be aggregated
to determine the Debt Service Reserve Fund requirement for all
outstanding bonds. The General Resolution provides that
monies in the Debt Service Reserve Fund are to be provided for
any deficiency in the Principal and Interest Account in the
Bond Redemption Fund. If there is a deficiency in the Debt
Service Reserve Fund, the Trustee shall, after setting aside
the principal and interest amount in the Bond Redemption Fund,
the principal of and interest on outstanding bonds accruing in
such year and an amount in the Program Expense Fund equal to
the Department’s budgeted program expenses for that vyear,
deposit Program Income into the Debt Service Reserve Fund in
an amount sufficient to remedy such deficiency.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED '

June 30, 1996 and 1995

NOTE C - DEBT SERVICE RESERVE FUND REQUIREMENT - Continued

The Debt Service Reserve Fund requirement for each of the bond
series is an amount equal to the maximum interest due, except
for the 1992 Series A and 1993 Series A bonds issues which
have no Debt Service Reserve Fund requirements. The Debt
Service Reserve Fund requirements and the Bond Redemption Fund
balances, with securities stated at the lower of aggregate
cost or market value, are as follows at June 30, 1996:

Debt Service
Reserve Fund Bond Redemption

requirement Fund balance
1986 Series A $ 9,984,022 $ 7,930,311
1988 Series A 3,592,000 2,184,421
1989 Series A 2,751,000 2,108,143
1991 Series A 3,643,000 4,501,645
1992 Series A - 3,858,078
1992 Series B 8,921,978 7,593,857
1993 Series A - 3,727,632
1994 Series A 2,058,000 5,886,237
1995 Series A 3,425,000 7,995,497
1996 Series A 6,100,000 489,892

$40,475, 000 $46,275,713

During the period from May, 1893 to June, 1996, the Department
has acquired Surety Bonds in amounts sufficient to meet the
Debt Service Reserve requirements for each series of bonds
outstanding.

NOTE D - ARBITRAGE PAYMENTS

During 1994 and August 1996, arbitrage calculations were
performed for the 1988 Series A and 1989 Series A bonds in
accordance with their respective resolutions. The payments
required for the 1994 arbitrage calculations totaled $311,348
for the 1988 bonds and $1,580,900 for the 1989 bonds. The
payments required in August, 1996 total $903,600 for the 1988
bonds and $227,656 for the 1989 bonds. The 1996 payments will
be made from the General Rebate Fund established under the
1992 Series B bonds. The balance remaining in the General
Rebate Fund will then be transferred to the 1992 Series A
bonds.
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
NOTES TO FINANCIAL STATEMENTS - CONTINUED
June 30, 1996 and 1995

NOTE E - COMMITMENTS

The Department and the State are currently authorized by State
Statutes to use bond proceeds for right-of-way acquisition and
construction of projects comprising 69 major highway projects
(41 completed prior to the issuance of the bonds) and certain
transportation facilities. The Department has statutory
authority (as amended) to issue a total of $1,083,000,000 of
bonds (including those issued under the 1986 Series A, the
1988 Series A, the 1989 Series A, the 1991 Series A, the 1992
Series B, the 1993 Series A, the 1994 Series A, the 1995
Series A and the 1996 Series A), in order to partially finance
the costs of the authorized projects, in addition to proceeds
from State general obligation debt, federal aid and other
money in the Transportation Fund.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON SUPPLEMENTARY INFORMATION

Wisconsin Department of Transportation
Revenue Bond Program
Madison, Wisconsin

Our audits were made for the purpose of forming an opinion on
the basic financial statements of the 1986 Series A, 1988
Series A, 1989 Series A, 1991 Series A, 1992 Series A, 1992
Series B, 1993 Series A, 1994 Series A, 1995 Series A and 1996
Series A bonds of the Wisconsin Department of Transportation
Revenue Bond Program for the periods ended June 30, 1996 and
1995, The supplementary information presented hereinafter is
for purposes of additional analysis and is not a required part
of the basic financial statements. Such information has been
subjected to the audit procedures applied in the audits of the
basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial
statements taken as a whole.

Inande Shnidin_ 227

Madison, Wisconsin
August 23, 1996
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WISCONSIN DEPARTMENT OF TRANSPORTATION REVENUE BOND PROGRAM
1986 SERIES A, 1988 SERIES A, 1989 SERIES A, 1991 SERIES A, 1992 SERIES A,
1992 SERIES B, 1993 SERIES A, 1994 SERIES A, 1995 SERIES A AND 1996 SERIES A
SCHEDULE OF TOTAL PROGRAM REVENUE
For the years ended June 30, 1996 and 1995

July, 1954
August, 19984
September, 1994
October, 1994
November, 1994
December, 1994
January, 1995
February, 198§
March, 1895
April, 1885
May, 1995
June, 1895

Total for the
year ended
June 30,

July, 1985
August, 1985
September, 1995
October, 1995
November, 1985
December, 1895
January, 1996
February, 1996
March, 1996
April, 1996
May, 1996
June, 18%6

Total for the
year ended

June 30, 1996

1985

Section 341.25
Registration Fees

Interest earnings

on Section 341.25 Total program

Non-IRP IRP Registration Fees revenue
$ 15,350,217 5 711,277 $ 3,828 $ 16,065,322
16,483,856 1,008,771 3,117 17,496,744
17,472,508 926,304 163 18,398,576
14,581,426 4,826,200 184 19,407,810
13,055,061 5,565,223 3,425 18,623,709
23,347,600 7,194,332 569,257 31,111,189
18,266,880 3,782,958 574,295 22,624,133
11,590,250 1,633,022 5,219 13,228,491
19,891,135 3,201,830 110 23,093,075
17,725,890 2,015,387 127 19,741,401
15,346,469 3,362,120 3,736 18,712,325
20,603,015 8,051,177 661,943 29,316,135
$203,714,308 542,279,598 $1,825,404 $247,819,310
$ 13,512,534 $ 3,453,051 s 10,113 5 16,975,698
15,757,861 595,378 16,403 16,369,642
18,288,495 1,112,361 155 19,401,011
15,414,230 1,529,953 249 16,944,432
13,725,660 3,822,270 5,280 17,553,210
22,411,555 5,031,687 3,900 27,447,142
18,692,313 4,295,954 431,980 23,424,247
13,904,776 4,408,805 6,237 18,318,918
18,593,483 3, 546,027 250 22,138,760
18,653,104 4,441,355 225 23,094,684
18,197,148 2,101,028 3,717 20,301,893
18,243,295 8,957,453 167,100 27,367,848

$205,394,454

543,299,422
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