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The Introductory Section includes material to
familiarize the reader with the organizational
structure of the State, the nature and scope of
services the State provides, and a summary of
the financial activities of the State and the
factors that influence these activities.
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January 25, 2012

The Honorable Jeremiah W. (Jay) Nixon
The Honorable Members of the Legislature
Citizens of the State of Missouri

In accordance with generally accepted accounting principles, | submit to you the Comprehensive Annual
Financial Report (CAFR) of the State of Missouri for the fiscal year ended June 30, 2011. This report was prepared
by the Office of Administration, Division of Accounting, whose management is responsible for its contents.

The report is prepared to show the financial position and operating results of the State. The State’s internal
accounting controls provide reasonable assurance regarding the safeguarding of assets against loss from
unauthorized use or disposal and the reliability of financial records for preparing financial statements. The
concept of reasonable assurance recognizes that the cost of a control should not exceed the resulting benefit. We
believe the data presented is accurate in all material respects and that all disclosures necessary to enable the
reader to gain a reasonable understanding of the State’s financial activities have been included.

An annual audit of the basic financial statements is completed each year by the State Auditor’s Office. The
State Auditor conducts the audit in accordance with generally accepted government auditing standards, and his
opinion has been included in this report. The State Auditor conducts a "Single Audit" of all federal funds in
accordance with the Federal Single Audit Act of 1984, and the U.S. Office of Management and Budget Circular
A-133, “Audit of State and Local Governments and Non-Profit Organizations.”

A narrative introduction, overview, and analysis of the basic financial statements is presented in the
Management’s Discussion and Analysis (MD&A) section of this report. This letter of transmittal is intended to
complement MD&A and should be read in conjunction with it. The MD&A can be found immediately following the
Independent Auditor’s Report.

PROFILE OF THE GOVERNMENT

Missouri was organized as a territory in 1812 and was the second state (after Louisiana) of the Louisiana
Purchase to be admitted to the Union. Statehood was granted on August 10, 1821, making Missouri the 24th
state. The State encompasses 68,945 square miles.

The State operates under three branches of government: executive, legislative, and judicial. The executive
branch consists of the Governor, Lieutenant Governor, Secretary of State, State Auditor, State Treasurer, and
Attorney General. The legislative branch consists of 34 members of the Senate and 163 members of the House of
Representatives. The judicial branch is a three-tier court system: the Supreme Court, the State’s highest court,
has statewide jurisdiction; a court of appeals that consists of districts established by the General Assembly; and a
system of circuit courts that has original jurisdiction over all cases and matters, civil and criminal.



The State provides a range of services in the areas of agriculture, education, health and social services,
transportation systems, public safety, judicial systems, economic development, conservation and natural
resources, labor relations, and general administration.

The State operates on a legally adopted budget in order to ensure compliance with legal provisions embodied
in the annual appropriated budget passed by the General Assembly and approved by the Governor prior to the
beginning of the fiscal year. If appropriations are not sufficient for a fiscal year, supplemental amounts are
requested during the next legislative session by the same process that original appropriations are requested.
Budgets are established at the program level. Expenditures cannot exceed the individual appropriation amount.
The Governor has the authority to reduce the allotments of appropriations in any fund if it appears that the
revenue estimate will not be met. Unexpended appropriations lapse at the end of each appropriation year, unless
reappropriated to the following appropriation year.

The financial reporting entity of the State includes all of the funds of the primary government as well as
component units for which the State is financially accountable. The transmittal letter, MD&A, and the financial
statements focus on the primary government and its activities. Although information pertaining to the component
units is provided, their separately issued financial statements should be read to obtain a complete overview of
their financial position.

ECONOMIC CONDITION AND OUTLOOK

State Economy

Missouri continues to recover from the national recession, which began in 2007, and ended in summer 2009.
Unfortunately, the recovery has been sluggish, hampered by European fiscal troubles, domestic government
cutbacks, higher gasoline prices, and adverse weather events at home and abroad. Even though the economic
environment continues to be challenging, key economic statistics are showing improvement. Missouri’s personal
income increased 2.6% in 2010 after declining the previous year and has shown a small amount of growth in 2011.
Missouri’s employment stood at 2.66 million in June 2011, 12,900 more than in June 2010. The State’s seasonally
adjusted unemployment rate improved to 8.8% in June 2011, compared to 9.5% one year earlier. The national rate
was 9.2% in June 2011.

Source: Missouri Economic Research and Information Center/RealtyTrac



Improving Missouri’s business climate and generating new jobs continues to be a statewide focus and three
laws recently passed in 2011 should aid that goal. First, Senate Bill 19 passed which eliminates the corporate
franchise tax over a phase out period of 5 years. The elimination of the franchise tax is expected to reduce
general revenue collections up to $126 million based on continued historic growth rates. Increased economic
activity generated by this tax reduction is expected to help offset any loss of revenue collections. These
provisions also apply to the bank franchise tax. The change to banks may result in an increase in the bank tax
however, because banking institutions use the amount of the bank franchise tax as a credit to reduce their bank
tax.

Second, House Bill 45 which changes the definition of a small business was approved. Under the new law, a
small business is a business with less than 50 employees rather than 25 employees. The bill authorizes an income
tax deduction for small businesses of $10,000 for each new full-time job created or $20,000 for each full-time
job created if the business offers health insurance and pays at least 50% of health insurance premiums. The
income tax deduction is effective for tax years 2011 through 2014. The small business income tax deduction is
expected to reduce general revenue collections by $10.7 million to $21.4 million each year however, increased
economic activity generated by this tax reduction may help offset the loss of revenue collections.

Finally, House Bill 163 changes the maximum duration of regular unemployment benefits from 26 weeks to
20 weeks. This results in an annual savings of $108 million to Missouri’s Unemployment Compensation Trust
Fund. The bill also revised state statutes to allow Missouri to continue to participate in the 100% federal
reimbursement of extended benefits authorized in the federal Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010.

Long-Term Financial Planning

Missouri continues to focus on controlling the growth of mandatory programs though cost-effective
alternatives and cost containment initiatives while improving the delivery of services though administrative
efficiencies. The State is actively pursuing opportunities to consolidate functions and thrive in a period of reduced
financial resources. These initiatives cross all areas of state government and are too numerous to list completely
in this document. One example is the downsizing of the state workforce by over 3,300 positions. Other examples
follow.

The State has actively engaged in reducing its physical footprint by reducing and consolidating leased space.
These efforts include maximizing the use of state-owned property as well as re-evaluating regional and local
offices to ensure the efficient use of state resources. This has led to the elimination of over 360,000 square feet
of leased space. The State has also reduced heating and cooling costs through various efforts to improve the
energy efficiency of state offices.

The state pension plan for new State employees was changed effective January 1, 2011. All new State
employees will be required to contribute towards the cost of their retirement plan, the minimum age for retirement
was increased, and other changes were enacted to reduce costs by over $500 million over the next 20 years.

Another major focus of the State has been to ensure its health care services are provided in a cost effective
manner. These efforts have included helping individuals with multiple chronic conditions better manage their
health. By focusing on preventative measures for these high cost individuals, the State can reduce costs and
improve health care outcomes for State employees and Medicaid recipients.

In addition, the Missouri Department of Transportation (MoDOT) recently announced the Bolder Five Year
Direction plan which provides another example of how Missouri is changing the way services are provided. When
fully implemented, MoDOT will reduce its staff by 1,200 positions, reduce its physical locations by 135, and
reduce its equipment by 740 pieces. The Plan is expected to free up an average of $117 million per year which
will be redirected to statewide transportation needs.



In addition to improving the efficiency of government, the State is actively pursuing opportunities to capitalize
on historically low interest rates. In July 2010, the State refunded outstanding water pollution control, stormwater
control, and fourth state building general obligation bonds for economic savings. When finalized, the bond sale
produced budgetary savings of $36.8 million in fiscal year 2011, cash savings of $19.5 million over the life of the
bonds, and present value savings of 11.1 %. Subsequent bond sales have been completed including:

FY 12 Budgetary Savings PV Savings Date Sold
COPS Refunding $12.2 million 8.45% May 2011
BPB Refunding $26.2 million 13.40% September 2011
MU Arena Refunding $200,000 14.18% November 2011

A comprehensive review of all outstanding debt is currently occurring to ensure all opportunities to save State
resources are fully explored.

Relevant Financial Policies

Article X, Sections 16-24 of the Constitution of Missouri (the “Tax Limitation Amendment”), imposes a limit on
the amount of taxes that may be imposed by the General Assembly in any fiscal year. This limit is tied to total
state revenues for fiscal year 1981, as defined in the Tax Limitation Amendment and adjusted annually based on a
formula which is tied to increases in the personal income of Missouri for certain designated periods. If the
revenue limit is exceeded by one percent or more in any fiscal year, the excess revenue will be refunded based on
the liability reported on state income tax returns. If the excess revenue collected is less than one percent of the
revenue limit, the excess revenue shall be transferred to the General Revenue Fund.

The revenue limit can be exceeded by a constitutional amendment duly adopted by the people or if the
General Assembly approves by a two-thirds vote an emergency declaration by the Governor. Strong economic
growth resulted in revenues above the total state revenue limit in fiscal years 1995-1999. The State has refunded
to income taxpayers $979 million in excess revenue for these fiscal years. The revenue limit was not exceeded in
fiscal years 2000 through 2011, inclusive. The State is currently $4.4 billion below the limit and does not expect
the limit to be exceeded in fiscal year 2012.

Major Intiatives

Cost-effective alternatives and streamlining government functions will continue to be the focus on controlling
the growth of mandatory programs. Operating funding priorities are focused in the areas of education and jobs.

Missouri has invested in capital assets in fiscal year 2011 with expenditures of $165.2 million ($33.2 million
general revenue) for maintenance and new construction projects throughout the State and appropriated $132.1
million ($89.6 million general revenue) in fiscal year 2012. In addition, Missouri invested $1.4 billion in fiscal year
2011 and an estimated $1.2 billion in fiscal year 2012 for road and bridge construction and maintenance, as part
of a long-range plan to improve the State’s highway and bridge infrastructure using state gasoline tax revenues,
tax revenues on motor vehicle sales, and federal matching/stimulus dollars.

Education. Despite economic challenges, education remains a top priority for Missouri. House Bill 223 was
passed and creates Advanced Placement (AP) Incentive Grant Program and the Nursing Education Incentive
Program. The purpose of the AP program is to entice high school students to math and science courses in order
to generate better prepared students that pursue post secondary degrees in science, technology, engineering, and
mathematics. The estimated annual cost is less than $100,000. To address the increased nursing needs
statewide, the Nursing Education program provides for approximately 13 full-time faculty positions at public
four-year institutions with a nursing program. The State Board of Nursing has agreed to donate $1 million per
year for three years for this program.

Healthcare. House Bill 412 was passed and extends the sunset of the Missouri (MO) Rx Program to August 28,
2014. The program provides prescription drug assistance to qualifying Medicare beneficiaries through
coordination with Medicare’s (Part D) Prescription Drug Program. The MO Rx program covers over 225,000
Missourians and pays 50% of deductibles, co-pays, and the coverage gap (often referred to as the donut hole).
Annual appropriations to support the MO Rx Program are $19.6 million.



Economic Development. In October 2011, an agreement was signed between the State and China to increase
exports to China by $100 million over the next three years. During 2010, Missouri exported a total of $987.4
million in goods to China and $773 million was exported during the first eight months of 2011, which was an
increase of more than 25% over the same period in 2010. In addition, there are numerous Missouri businesses
that plan to close deals with Chinese customers during the trade mission for an additional $100 million. The
intent of the investment agreement is to create jobs in Missouri and improve the state’s economy.
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THOMAS A. SCHWEICH
Missouri State Auditor

INDEPENDENT AUDITOR'S REPORT

Honorable Jeremiah W. (Jay) Nixon, Governor

and

Members of the General Assembly

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the state of Missouri, as of and for the year
ended June 30, 2011, which collectively comprise the state's basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the state's
management. Our responsibility is to express opinions on these financial statements based on our

audit.

We did not audit the financial statements of certain entities that comprise the state of
Missouri. Those financial statements were audited by other auditors whose reports thereon have
been furnished to us, and our opinions, insofar as they relate to the amounts included for those
entities, are based on the reports of the other auditors. Those entities were:

1.

The Missouri Road Fund; the Missouri Highway 63 Transportation Corporation, a
blended transportation corporation identified in Note 1A.; the Missouri Road
Bond Fund; the Transportation Self-Insurance Plan; the Missouri State
Employees' Insurance Plan; the Missouri Consolidated Health Care Plan; and the
Missouri Department of Transportation and Missouri State Highway Patrol
Medical and Life Insurance Plan; which represent 77 percent and 14 percent of
the assets and revenues, respectively, of the governmental activities.

The State Lottery and the Petroleum Storage Tank Insurance Fund, which
represent 37 percent and 36 percent of the assets and revenues, respectively, of
the business-type activities.

The discretely presented component units.

P.O. Box 869 e Jefferson City, MO 65102 e (573) 751-4213 e FAX (573) 751-7984



4. The pension (and other employee benefit) trust funds and the Missouri
Department of Transportation Local Fund, which represent 94 percent and 98
percent of the assets and additions, respectively, of the fiduciary funds.

Except as discussed in the following paragraph, we conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in 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 financial statements are free of material
misstatement. The financial statements of the Missouri Highway 63 Transportation Corporation,
a blended transportation corporation; the Missouri State Employees' Insurance Plan and the
Missouri Consolidated Health Care Plan, internal service funds; the Missouri Development
Finance Board, a discretely presented component unit; and the pension (and other employee
benefit) trust funds 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
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable
basis for our opinions.

We were not allowed access to tax returns and related source documents for income
taxes. Access was denied based on the Director of Revenue's interpretation of the decision
rendered by the Missouri Supreme Court in the case of Director of Revenue v. State Auditor 511
S.W.2d 779 (Mo. 1974). Approximately 22 percent of governmental activity revenues and 26
percent of General Fund revenues are from this source. We were unable to satisfy ourselves by
appropriate auditing procedures as to the income tax revenue beyond the amounts recorded.

In our opinion, based on our audit and the reports of other auditors, and except for the
effects of such adjustments, if any, as might have been determined to be necessary had we been
allowed access to tax returns and related source documents for income taxes, the financial
statements referred to previously present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of
the state of Missouri, as of June 30, 2011, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

As described in Note 2, the state of Missouri implemented Governmental Accounting
Standards Board Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions; Statement No. 59, Financial Instruments Omnibus; and Statement No. 62,
Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30,
1989 FASB and AICPA Pronouncements.

In accordance with Government Auditing Standards, our report dated January 25, 2012,
on our consideration of the state of Missouri's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters is issued under separate cover in the Single Audit Report. The
purpose of that report is to describe the scope of our testing of internal control over financial



reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

The management's discussion and analysis and budgetary comparison information, as
listed in the table of contents, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We and the other auditors have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the state of Missouri's basic financial statements. The supplementary
information, as listed in the table of contents, is presented for purposes of additional analysis and
IS not a required part of the basic financial statements. The supplementary information has been
subjected to the auditing procedures applied by us and the other auditors in the audit of the basic
financial statements and, in our opinion, based on our audit and the reports of other auditors, and
except for the effects, if any, of the matter discussed in paragraph four, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole. The information
in the introductory and statistical sections, as listed in the table of contents, has not been
subjected to the auditing procedures applied by us and the other auditors in the audit of the basic
financial statements and, accordingly, we express no opinion on it.

Thomas A. Schweich
State Auditor

January 25, 2012



The Management’s Discussion and Analysis provides a
narrative overview and analysis of the financial activities of the
State.



Management’s Discussion and Analysis

The following is a discussion and analysis of the State of Missouri’s (State’s) financial activities for the fiscal year
ended June 30, 2011. Readers are encouraged to consider the information presented here in conjunction with
additional information that is furnished in the letter of transmittal.

FINANCIAL HIGHLIGHTS - PRIMARY GOVERNMENT

Government-Wide:

Net Assets. Assets of the State of Missouri exceeded liabilities at the close of fiscal year 2011 by $29.4 billion.
Of the $29.4 billion, “unrestricted net assets” is reported as a negative $1.6 billion, offset by $4.4 billion in
“restricted net assets”. A positive balance in unrestricted net assets would represent the amount available to
be used to meet the government’s ongoing operations.

Changes in Net Assets. The State’s total net assets increased by $956.2 million in fiscal year 2011. Net assets
for governmental-type activities increased by $982.4 million.

Excess of Revenues over (under) Expenses. During fiscal year 2011, the State’s total revenues of $26.5 billion
were $956.2 million greater than total expenses of $25.6 billion (excluding transfers). Of these expenses,
$16.3 billion were covered by program revenues. General revenues, generated primarily from various taxes,
totaled $10.2 billion.

Fund-Level:

Governmental Funds - Fund Balance. At the close of fiscal year 2011, the State’s governmental fund assets
exceeded liabilities by $5.2 billion, an increase of $386.2 million or 8.0% from the prior year. The increase
was primarily due to an increase in cash and cash equivalents and investments of $475.2 million. This was
primarily due to an increase in lottery and gaming proceeds and from an increase in funding received as part
of the American Recovery and Reinvestment Act of 2009.

General Fund - Fund Balance. At the end of the current fiscal year, the State’s General Fund reported a balance
of $1.4 billion.

Additional information regarding individual funds begins on Page 9.

Debt Issued and Outstanding:

The primary government’s total long-term obligations related to bonds payable decreased $221.7 million or
4.8% over the prior year. The outstanding bonds payable represents 52.0% of financial assets (cash,
receivables, and investments) and 11.1% of total assets. The net decrease in bonds payable resulted from a
decrease of $201,085,000 due to bond payments, $256,665,000 due to bond refunding, and an increase of
$236,050,000 due to issuances of General Obligation and State Road Bonds. Additional detail is available in
Note 12.

Revenue Limit:

The State Constitution limits the State’s ability to retain revenue collected over an amount set by a
constitutional amendment known as Article X. Excess revenue of 1.0% or more must be refunded to the
taxpayers each year. During fiscal year 2011, the State did not exceed the revenue limit.



OVERVIEW OF THE FINANCIAL STATEMENTS

The State’s basic financial statements are comprised of three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements.

Government-Wide Financial Statements:

The government-wide financial statements are designed to provide readers with a broad overview of the State’s
finances in a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the State’s assets and liabilities, with the difference
between the two reported as net assets. Increases or decreases in net assets may serve as a useful indicator of the
State’s financial position.

The Statement of Activities presents information showing how the State’s net assets changed during the most
recent fiscal year. All changes in net assets are reported when the underlying event giving rise to the change
occurs, regardless of when the cash is received. Thus, revenues and expenses are reported in the statement for
some items that will result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).

Both of the government-wide financial statements report three activities:

Governmental Activities are primarily supported by taxes and intergovernmental revenues. They include general
government, education, natural and economic resources, transportation and law enforcement, and human
services.

Business-Type Activities are intended to recover all or a significant portion of their costs through user fees and
charges. They include constructing or operating state park facilities, fairgrounds, historical properties and office
buildings, hospital services, warehousing, merchandising, publishing maps and documents and insurance
coverage. Also included are the operations of the State Lottery, Unemployment Compensation, and the Petroleum
Storage Tank Insurance funds.

Discretely Presented Component Units are operations for which the State has financial accountability, but are
legally separate. They include the college and universities, Missouri Development Finance Board, Missouri
Agricultural and Small Business Development Authority, Missouri Transportation Finance Corporation, and
Missouri Wine and Grape Board.

Fund Financial Statements:

The fund financial statements present more detailed information about the government’s operations than the
government-wide statements. The State uses fund accounting to ensure and demonstrate compliance with
statutory requirements. The funds of the State can be divided into three categories: governmental, proprietary,
and fiduciary.

Governmental funds. Governmental funds are used to account for most of the basic services provided by the
State. Unlike the government-wide financial statements, governmental fund financial statements focus on
short-term inflows and outflows of current financial resources and utilize the modified accrual basis of
accounting. This presentation focuses on when cash will be received and disbursed making the statements useful
in evaluating a government’s financing requirements in the near future.

Governmental funds include the general, special revenue, capital projects, debt service, and permanent funds.
Major funds include general, public education, conservation and environmental protection, and the Missouri Road
Fund which are presented in separate columns. Data from other governmental funds are combined into a single
column for aggregated presentation. Individual fund data for each of the non-major governmental funds is
provided in the form of combining statements in supplementary information.



A user can compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements, a reconciliation to facilitate this comparison
is provided on the page immediately following each governmental fund financial statement.

Proprietary funds. Proprietary funds are used to account for activities similar to private businesses in which goods
and services are sold for specified fees. Generally, the State uses enterprise funds to account for activities that
provide goods and services to the general public. These include constructing or operating state park facilities,
fairgrounds, historical properties and office buildings, hospital services, warehousing, merchandising and
publishing maps and documents. Also included are the operations of the State Lottery, Unemployment
Compensation, and the Petroleum Storage Tank Insurance funds. Internal service funds report activities that
provide supplies and services for the State’s other programs and activities. The State uses internal service funds
to account for insurance and health care plans, as well as administrative services for other state agencies, such as
fleet management, data processing, and telecommunication services. Because these services predominately
benefit governmental rather than business-type functions, they have been included within governmental activities
in the government-wide financial statements.

Proprietary funds focus on economic resources and utilize the full accrual basis of accounting. The proprietary
fund financial statements provide separate information for the State Lottery, Unemployment Compensation, and
Petroleum Storage Tank Insurance, which are considered major enterprise funds. Non-major enterprise funds are
also combined into a single column for aggregated presentation. All internal service funds are combined into a
single column in the proprietary fund financial statements. Individual fund data for the non-major enterprise and
internal service funds is provided in the form of combining statements in supplementary information.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside State
government. Fiduciary funds are not reflected in the government-wide financial statements because the resources
of those funds are not available to support the State’s own programs. The fiduciary funds are presented using the
full accrual basis of accounting.

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents
required supplementary information (RSI) including a budgetary comparison schedule for the General Fund and
major special revenue funds. Other supplementary information includes the combining statements for the
general, non-major governmental, non-major enterprise, internal service, fiduciary, and non-major component
unit funds. It also includes the statistical section as well as budgetary comparison schedules for the Missouri Road
Fund, non-major special revenue, debt service, and permanent funds.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net Assets:

The State’s total net assets increased $956.2 million or 3.4% during fiscal year 2011. This increase resulted
primarily from a decrease in long-term and other liabilities of $84.0 million, an increase to capital assets of
$552.6 million, and an increase in cash and cash equivalents and investments of $383.4 million. Net assets
invested in capital assets net of related debt and restricted net assets, which do not represent resources available
to pay day-to-day operating expenses, increased by $1.2 billion or 4.0%. The net assets invested in capital assets
net of related debt and restricted net assets increase was primarily due to the increase in capital assets of $552.6
million.

Invested in capital assets net of related debt, such as bonds payable or capital lease obligations, is the largest
component of the State’s net assets at $26.7 billion or 90.7%. These assets include land, infrastructure, buildings,
and equipment which are not easily converted to cash or readily available to pay state debts as they come due.



Restricted net assets of the primary government totaled $4.4 billion or 14.8% of total net assets vs. 13.8% from the
prior year. Net assets are restricted for several reasons including constitutional, legal, enabling legislation, or
external requirements. Examples of restricted net assets include lottery proceeds restricted for public education,
funds restricted for debt service, and certain sales taxes restricted for the maintenance of highways or state parks
and conservation areas. Also, many federal funds are restricted to funding certain programs.

The following table displays the current and prior year government-wide condensed Statement of Net Assets.

STATEMENT OF NET ASSETS

(In Thousands of Dollars)

Governmental Activities Business-Type Activities Total
I 2011 2010* 2011 2010* 2011 2010* I
ASSETS:
Current and Other Assets $ 8,293,459 $ 7,900,914 $ 466,587 $ 539,171 $ 8,760,046 $ 8,440,085
Capital Assets, Net 30,641,743 30,093,389 50,356 46,106 30,692,099 30,139,495
Total Assets 38,935,202 37,994,303 516,943 585,277 39,452,145 38,579,580
LIABILITIES:
Other Liabilities 1,882,644 1,875,515 31,267 38,047 1,913,911 1,913,562
Long-Term Liabilities 7,252,919 7,301,556 895,924 931,286 8,148,843 8,232,842
Total Liabilities 9,135,563 9,177,071 927,191 969,333 10,062,754 10,146,404
NET ASSETS:
Invested in Capital Assets,
Net of Related Debt 26,600,674 25,850,787 50,290 45,990 26,650,964 25,896,777
Restricted 4,354,322 3,907,120 6,303 7,949 4,360,625 3,915,069
Unrestricted (1,155,357) (940,675) (466,841) (437,995) (1,622,198) (1,378,670)
Total Net Assets $ 29,799,639 $ 28,817,232 $ (410,248) $ (384,056) $ 29,389,391 $ 28,433,176

*Fiscal year 2010 amounts have been restated.




Changes in Net Assets:

The schedule below reflects how the State’s net assets changed during the year. The State collected program
revenues of $16.3 billion and general revenues of $10.2 billion for total revenues of $26.5 billion during fiscal
year 2011. Expenses for the State during fiscal year 2011 were $25.6 billion. Total net assets, net of
contributions and transfers, increased by $956.2 million.

The following table displays the current and prior year government-wide condensed Statement of Activities.

STATEMENT OF ACTIVITIES
(In Thousands of Dollars)
Governmental Activities Business-Type Activities Total
I 2011 2010* 2011 2010% 2011 2010% I
REVENUES:
Program Revenues:
Charges for Services $ 1,962,691 $ 2,228,698 $ 1,066,208 $ 1,040,846 $ 3,028,899 § 3,269,544
Operating Grants and
Contributions 9,704,651 9,489,240 1,749,487 1,823,732 11,454,138 11,312,972
Capital Grants and
Contributions 1,796,035 1,454,811 - -—- 1,796,035 1,454,811
General Revenues:
Sales and Use Taxes 2,570,244 2,572,491 - - 2,570,244 2,572,491
Income Taxes 5,272,555 5,201,573 -—= -—= 5,272,555 5,201,573
Unemployment and
Other Taxes 1,493,260 1,489,070 - - 1,493,260 1,489,070
Other Revenues 912,333 1,330,401 (1,044) 2,533 911,289 1,332,934
Total Revenues 23,711,769 23,766,284 2,814,651 2,867,111 26,526,420 26,633,395
EXPENSES:
General Government 1,086,428 1,129,030 -—= -—= 1,086,428 1,129,030
Education 6,536,870 6,815,521 - - 6,536,870 6,815,521
Natural and Economic
Resources 929,528 1,082,526 - - 929,528 1,082,526
Transportation and
Law Enforcement 2,529,014 2,699,070 -— -— 2,529,014 2,699,070
Human Services 11,712,121 11,740,145 - - 11,712,121 11,740,145
State Lottery -—= -—= 746,010 724,915 746,010 724,915
Unemployment
Compensation - — 1,719,619 2,216,078 1,719,619 2,216,078
Petr