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Department of Administrative Services
State Controlier's Division

155 Cotiage Street NE, USD

Saem, OR 97301-3959

(503) 378-3156
FAX (S03) 378-3514
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Decamber 21, 2007

To the Honorable Governor Theodore R. Kulongoskl and Citizens of the State of

Wie are pieasad to provide you with the Comprahensive Annual Finan
the fiscal year ended June 30, 2007. This report is published fo fumil merequmemmrzl
statemants In Oregon Revised Statute 201 040.

This report conslsts of management's representations fnances of the State of Oregon.
Consequently, management 3ssumes ful responsibiity 467 the completeness and relisdiity of all e
nformation presented i this reporl To provide a ressonable basis for making these representations,
management of the Siale has estadlishes 3 comprenensive intemal control ework. The Tramework is
gesigned to protect the State's assets from loss, theft, or misuse and to complle e Information
for fhe preparation of the State's financlal statements In conformity with generally acce

principles (GAAP). Because the cost of Intemal controis should not outwelgh their benefits, the State's
comprehensive framework of intemal controls has been designed o provide reasonabie rather than absoiute
assurance that the financial statements wil be free rom matenal misstatement. We belleve the Information
presented Is accurate in all matenal respects.

The Secretary of Siate Audits Division, the constitutional 3Uior of pudlic accounts In Oregon, audied e
State's financlal statements for Me fiscal year ended June 34, 2007. The goal of the Independent Judt was to
provide reasonable assurance that the financial statements are free of matenal misstatement. Based on the
3ua, the audiiors concluded at there was 3 reasonadle basis for rendering an unqualfed opinion that the
financial statements for Nscal year 2007 are Qirty presented In accordance with GAAR. The Is the
first component In the fnancial section of tis repor.

The audit of the Snancial statements was part of 3 broader, federaly mandated “Single Audit” designed to
meet the needs of fegeral agencies Mat provide aid fo the State. The standards goveming singie audt
engagements require the auditor to report on the State's Wmbenal confrois and compllance with legal
requirements, particularly as they relate 1o federal awards. This Information, also prepared by the Audits
Division, will be avallable In 3 separately issued report on or about February 23, 2008,

Management's Discussion and Analysis (MDaA) Immediately follows the Independent auditor's report and
3 namative Iintroduction, overview, and analysis of Me basic financial statements. The MDAaA
compiements this letier of iransmittal and shouid be read In conjunction with It.

Profie of the Government

agencies. Althougn legally separate, the Home Care Commission Ninztiens
state; therefore, | has been Included as an infegral part of the State's financiasate
primary govemment, three entities ars reported as discretely presmlecnorrpmeﬂ
they are legally separate from the State. A more detalled discussion of the rep
Note 1 to the basic financial statements.

planning and confrol. Appropriation bills a
appropriations which may be at the
Dudgetary control Is at one of Mese i
Legisiative authorty Is requied to
Management can reaflocate within an
appropriated funds account for e A 5 1.
Anditional Information about the buagel/process and budgetary monitorng are presented in the NOtES to IR
required supplementary Information.

. program, or actvity level. Accordingly, 1
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Long-term Fmancial Planning | R B E /

The 2007-0% blennial budget Includes substantial Increases In highway construcTon programs, reflecting a
significant Investment In Oregon's transportation Infrastructure. For example, $400 millon of ofher funds is
budgeted for bridge construclion and $56.3 milion was approved for 3 one-ime distribution to counties out of
the State share of State Highway Funds for county road maintenance and improvement. The 2007-09 blennial
DuGget Als0 AUNOMZed the saie Of $250 million of lottery bonas for the Southeast Portiand Light Rall Project.

In an effort fo expand the State's investment In key non-highway faciiies, the Legisiature autnorized the
is5uanca of $100 millon I lotiery bonds for the Connect Oregon Initiative In ks 2007-02 adopied budget.
Improvemants In public transit and air, rall, and marine transportation Infrastructure will keep seciors of Me
economy connected to distribution points and allow the Oregon Transportation Commission to take
advantage of the most efficient and cost-efective system for fransparting products.

The capiial construction projects funded by the 2007-0% budget include a project to begin replacement of the
cumrent Oregon State Hospital with two new faclities. For this project, $3%9 million is budgeted for land

acquisizon, design and planning. Infrastructure, site Improve: and design of systems needed for the
operation of these mental heaith faciities. In acdltion, capital co n and deferred malntenance projects
for the Oregon University System total $551.3 milion, weth an addition3A§30.1 millicn In similar projects for

i0cal community colieges.
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revenues collecied during the 200507 blennium will resut in personal Income tax refunds
guring the 2007-09 blennium. While the begnning balance for the 2007-09 biennkum s proj

Fund revenues for the 2007-09
piennium. Including the from the pror biennium, total
avallable General Fund
anticipated expenditures

General Fund en b3

ng
£an be appropriated Dy the Legisiature only when cenaln ¢rite
peen met. Based on requirements in Me law that esfabiishe
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significant capltal Investments In transporiation Infrastrjicture and higher education
above I Longerm Fnancial Planning. These rfsestments position Orsgon's
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The Govemment Finance OMcers Asspddation of e United Siates and Canada (GFOA) awarded a

CertfMcate of Achievement for Excellence In Financial Reparting 1o {2 State of Oregon far Its Comprahensive GFOADOENT-8F

Arnua Fnancial Repor for the fiscal year anded June 30, 2006. THis WaE consacutive year that

the State has achieved this presliglous award. In order to be awarded a Cerifficate of 2 - »
5 BmEEWE IO

govemment must publish an easily readable and eMoiently organizad comprehensive annual financial repcrr.
This report must satisty both generally accepted accounting prnciples and applicable (egal requirements.

A Cenficate of Achlevement s valld for 3 peniod of one year only. We belleve our cument Comprehensive
Arnual Financlal Report continues fo meet he Certificate of Achievement program's reguirements, and we
are sulbmiting it to the GFOA to determine s eligiblity for another cedtificate.

The State Confroller's Divislon takes great pride In the preparation of the Oregon Comprehenshve Annual
Financial Report. Weqgreally appreciate me professionalism, commiment, and efort of Sislewlde Awcouning
and Reporiing Senices aid-he giher Individuals Involved. We also want 0 thank all state agencies for thair
continuing support In planning and Corsuctng the financlal operations of the State In a professionaly
responsile manner. Wimout the participation and tompesation of the agencies’ fiscal units, the preparation of
fthis report would not have been possibie. In addiion, we Jppreciate the contributions of the Ofce of
Economic Analysls, the Budget and Management Divislon, the OfMce of thEStste Treasurer, and the siaff of
the Secretary of State Audis Division.

Respectiully submited,

L

John J. Rasiord, Adminkstrator
State Controbar's Division

State of Cregaon
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« The assets of the State exceeded Iis liadlities at the close of the most recent fiscal year by $15.3

B DRETE

R e

Z EEAEDOHAKRVSHT (MD &A) MD&A  H Y :

Z';) a s DEBRITITE
E’ MANAGEMENT'S DISCUSSION AND ANALYSIS SREE |- AEE AU T A
++ This section of the State's Comprehensive Annual Financial Repart presents our discussion and analysis of

: B e | 5017

¥ S Sy Sy b e oo ok o e 6 | ) R BB OB
g-;j- Wis encourage readers fo consider the Information ted In this analysis in_conjuncion with the R

:L|;f( transmiital letier beginning on page 2 of this report. ,EJTE&/\454 I“ "

% FINANCIAL HIGHLIGHTS €———— CHUMFENLDRE
o

bilion (net assets) Of this amount, $1.7 billion Is unresirficled net assels, whie 54.1 billicn is

restricted for specitc uses.

« The Stale’s total net assets Increased by $235.1 milllon 35 a result of the year's operations. The net d @Rl 277> kFDE
assefs for govemmental activies decreased by 1.1 percent of total gowernmental activities net

fype net assets.

+ A5 Of the close of e most recent Nscal year, Me State's govemmental JNGs reported comdined

ending fund balances of $4.9 bilion. Of this amount, T8.9 percent Is avallable for spending at the
State’s Miscretion (uUnreserved, undesignated fund balance).

- fHEE 153 NV
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assels, wille ihe net assels for business-type actvities Increased by 6.9 percent of fotal busiess- | AEREA
I
I
1
1
1
1
I
I

+ Atfiscal year end, unreserved fund balance for e General Fund was $113.6 million. \ . %QVQ:FK/E{; 2 ,fﬁat- 3610 ;3
M= 5N
= The State's tofal debl cutstanding for bonds and cerificates of pasticipaton Increased by $639.2

projects, consfruction of new higher education faclifes and Improvement of existing faclities, as well
35 Oedt Issued Tor construction and expansion of comectional facilities contributed to this increase

| B 77 Y K49 (E

1
miliion (7.1 percent) during the fiscal year. New Issues of oebt for transportation Infrastructure : ]\‘/I/igj]u
1
1

In 30mton o this discussion and analysls, the financial section of tis annual f2port coMtains e baskc [NUZPY==N=

financisi statements, required supplementary Nformation, and an optional presantatan of combining fnanciar

statements for nonmajor funds, intemnal service funds, and Nduclary funds. A statistical section Is presented . _ﬁQAE'I' 1 ,fﬁan 1360
I ZX | T

folowing the combining fnancial statements. The basic Mnanclal statements contain three components: 1)
govermnment-wite financial statements, 2) Tund inancial statements, and 3) notes to e inancial statements.

- 7 RvDBRFE
Government-wids Financlal Statements 4———| E&]ﬁéﬁsﬂj‘}%ﬁﬁ | N .
The govemment-wide financlal statements are designed to provide a broad ovendew of the State's finances, - E = =
n ag?:nneramllarmapmmm Nloﬂ'mgmms activities are reporied In the govemment- i{,ﬁy%ﬁl 6 {E‘ 3920
wide statemenig| except for activities accounted for In fiduclary funds because resources of those funds are -
nat avalabie to fupport the State's own programs. 7 R/VHEN
«  The sfafement of net assets presents Informaton on all of the State's assets and llabllites, win the
anfnce betwean tR two reported 3s nef assels. - N .
The/statement of actviies, presents Mformation Enowing how the State's net assets changed uring BHBteovay
scal year. All of f es In net assets are reported as s00n as the undertying event ghing
change \ regardiess of the tming of the refated cash fows. Revenues are - MD&A
ELognized when eam SYPENSES ars [2cOfded at e time llaoiimes are Incumed. This,
enLes and expenses aNe re) In this statement for some Items that will not result in cash flows =
inti future fiscal periods (2., uNcollectad taxes). ° %jﬁ,ﬁjﬁ’%ﬁfg‘ﬁ
These fwo govemment-wige finan ents report the State's nef assets and the change In nel assets. - WIE R IEER
Net agsets, which represent the ce\petween assefs and liabillties, are one measure of the State’s -
fnangal heaith, or financial position. tif\e, Increases of decreases In the State’s net assats may serve = =
as afuseful Indicator of whether its ci@ Ngsition s Improving or deteriorating. However, to assess the HEAXIFEHERDODHR
overfill haaith of the State, the reader to der adaitional non-financial factors such as changes In -
Orehon's Income tax basa and changes In economy. - U2 EESE
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The gavemment-wide inancial statements of the State are divided into the Tollowing three categonas: H§ L&ﬁ {Z[KEj‘}% u%% j: 35

1. Govemmental activities. This Includes the baslc senvices provided Dy the State o its cltizens, such as

K-12 schools and community colleges, public assistance programs, public safety and pubilc (:%\éﬁf% A

transportation. Income taxes and federal gramis finance most of these activities. The State’s intemal :

senice funds, which provide sences fo other departments or state agencies, are Incleded In N ~
govemnmental actiities because hese ssrvices predominataly bensflt govemmental Brograms rather 1EFFES - Nk A5

han business-typs functions.

Business-type aciivilies. The State charges fees o cusiomers to help cover the costs of ceraln
services It provides. For example, e State adminisiers loan programs to provide housing io citzens
withi low Incomes and those who are elderly or disabled. The opsrathon of the Siate's loftery Is also
reported under business-fype activiies as well as the Onegon Universiy Sysiem, conslsting of seven
higher egucation faclities.

Comgonent uns. The State Includes three oiher entities In its report: Oregon Heallh and Sclence
Uriversity, the SAIF Comporation, and the Oregon University Sysiem Foundations. Althaugh legally
separate, these entities are reported as “component unlts” either because the State ks Mnancialy
accountable for them or because of the nature and significance of thelr relationshlp to the Stats.
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Financial Infarmation for these component unlts ls reported separately from the finandal Information Tﬁﬁ >
of the State feelf (known as the primary gowernment). In addition, the Home Care Commission IS Do
reparted a5 part of the prmary government since It funclions, In esEEMCE, 35 & program af the Siate, . . "
______ evennough s legaly separatefromte State. ______________________o | SHILEAN : IEHICHSE
The govemment-wide inanclal statements can De found on pages 24—27 of this repodt. L/ T VY 5 753‘ Eﬁﬁzé/\j 07 fi

Fund Financial Statements J7 2 NEEER
The fund financlal statements provide maore detaled Infommation aboul the Siae's moet significant funds (nat
the State as a whole). Funds are accounting mechanisms Me Stale uses (o keep Tack of specific sourcas of

|

MARBEEEZE > TVD,

funding and spending for particular purpases. Similar to other state and local govemments, the State uses
fund accounting to demonsirate and ensure compllance

are required by state law (such as the Lottery Operations Fund) or
other funds to contnol and manage money for parlicular purposes (ke health and
that It Is properiy using certain taxes and grants (ke gas taxas fo ransporiation).

All of the State’s funds can be divided Into three categories: governmential funds, proprietary funds, and
fiduciary funds.

Govermmental funds. Most of the 53ale’s basic services are Included In gowernmental funds, which focus on

I BE A AR 0O 385F % RIE
BT A7-0IC7 7y RE
HERWD,

{1) how cash and other Mnancial assets that can readly be converted io cash fow I and out and (2) e
palances remalning at year end that are avallable for spending. Thus, the govemmental fund statements
prowide a dedalled shor-ierm wiew that helps to determine whether

there are more or less financial resounces
that can be spent In the near future to inance the State's FWWW
encompass the additional long-term focus of the govemment-wide statements, we provige Informa

following the gowernmental fund statements that reconclies the govemment-wide focus to e govemmental
fund focus.

The State maintains twenty-one Individual govemmental funds. Infrmation s presented separately In the
govemmental fund Nnancial statements for the six major govemmental funds, Including the general fund. Data
from the ofer ffieen governmental funds are combined Indo a single, aggregated presentation. Individual
fund data for each of these nonmajor govemmental funds s provided In the form of combining statements
slsewnhere In this report. The basic govemmental fund finandal statements can be found on pages 28-35 of
this repart.
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Proprietary funds. Senvices for which the State charges customers a fiee, similar to 3 business operation, are
generally reporied In orooristary funds. Proonetary fund statements. Ike the aovemment-wide statements.
provide both long-term and short-term financial Information. The Siate’s enterprse funds (one type of
propriesary fund) are the same as Its business-type activities, but provide more detall ang additional
Informabion, such 3s cash flows. We use intemal sesvice funds (the other type of proprietary fund) to report
aciivities that provide services to the State's omer programs and activities (such as the State's Central
Services Fund).

The propristary fund financial statemeants provide information for the State's five major proprietary
funds. Data from the ofher nine proprietary funds are comdined Info 3 sihgle, aggregated presentation. All
intemal senvice funds are combinad Into a singie, aggregated presentation In the proprietary fund Mnancial
statements. Indhidual fund data for each of the nonmajor proprietary funds and for @ach of the intamal
senvice funds Is provided In the form of combining statements aisewhers In this report. The basic propristary
fund financlal siatements can be found on pages 36—45 of this report.

mmmnMmemtmmmommmmmm&men\e

gavemment. The StItE Ts-+he trustee nﬂlmu.ary for s employees' pension plan. 1 Is also responsibie for
mmsmzmara 15 ITSRgamE walﬂdmirmheﬁuﬂmﬂﬁﬂm& Fiduclary funds

aciivitiee have been exciuded from the State’s Wmmeﬂ‘l-maﬂnm EtHtaments
cannot use these assets 1o finance Its operations.

The baskc NduCEMy fund NNancial stalements Incluge the prvate purposs trust fund, the INvestment trust funa,
the agency fund, and aggregated data for the State’s pension and ofher employee benefit trust funds.
Inaividual fund 03ta for e3ch of the pension and other empipyes benen wrust funds i5 provided In the form of
combining statemants alsewhera In this report. The basic fiduclary fund financial statements can be found on

Pages 4647 of this report. - -
Discrstely Pressnted Componsnt Unlfs €—— (E¥hAC %‘Z ) WILEA

Combining statements that report aclivities of the Stale’s discretely presenied component unifs, the SAIF
Corporation, Oregon Health and Sclence University, and the Oregon University System Foundations can be
found on pages 45-51 of this raport. Although activity for component units Is reported In the govemment-wide
statemens In an aggregate column, the combining statements provide greater oetal Tor each component unit.

Notse to the Financial Statsments BAFSER IR T AR
The basic financial statements aiso Inciude notes, which prOVIdE 30aIDONal MTormaton tat 1s toa
1ul understanding of the data provided In the govemment-wkle and fund financial statements. The notes fo

the fnancial statements can be found on pages 53-105 of this report

Other Information € Z DD IEER

In 30mton 0 the Dasic nancial statements and accompanying nates, this repor also presants a section of
required suppiementary Information (RS), which _contains budget-to-actual
companson scheduies for 3 of Me Siate's budgeted appropriated funcs as well as accompan

the RSL. This section also Inciudes 3 Schedule of Funding Progress and accompanying notes for the Retiree
Health Insurance Premium Account, 3 defined benefM single-=mployer other postemployment benefit plan In
which the State participates.

The combining financlal statements refemed fo eanler are presented Immeadiataly following the required
suppiementary Information beginning Srpage—+40 These combining statements provide getalis
about our nonmajor govemnmental funds, nonma) 3 sefunds_aach of which
are adoed together and presented In Single COILMAS In Me basic iNancial staements. The combining Manza
statements also provide detalis about the Nduclary funds when data has been aggregated I a single column
I the basic Nnancial statements.

A statistical section
well 38 demographic, 2Con0
statements.

atng Information is presenied Immedatsly foliowing the combining
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GOVERNMENT. CIAL ANALYSIS .
MNeT assais. The State's combined net assets for fiscal year 2007 wene approximately 515.3 billlon 35 shown 10 & i‘s D 153 {%ﬁ ]\\ v -gf-
In Tabie 1. Most of Mis balance conslsts of capital assets (langely Infrastruciure). Since the State uses Is
caphal assels o provide sendces bo cifizens, the amount of net assets Invesied I caplital assets, net of b Z) j’
relatad debt, Is not avallable for future spending. An addiional portion of the State's net assets (6.3 percant) 1
lrjﬁrﬂe;ﬂﬂbt:drﬁztom '.ﬂf_?;.’fﬁ_“ i restricions on how they may be used. The remaining balance of jt*‘[ﬁ X El E ﬁfﬁ: (A 'E#
§1Tl/j\>d‘|‘lﬁﬁﬁfﬁ£ > Tams1 VISERE) ThHod, %
o . stats of Oragon's Met Asseis . § IR
(B 'AH L) {In millicna) FERIC—E R 281t %
Govemmenal Business-typa TAZODE D T. :{;‘f

EDXILWICZIEERT

I Curreri and other assets | 3 118197 5 Sp43E § .._I 1 © § 195703 § 159871
| Capital assets | 4p5532 : 12,1435 118768
| Total assets | T marzs 1 317201 27353 AN
i Long-tarm Nlabiities ! £,653.1 104542 9632 . . "
:ﬁﬂﬂﬁ“ | 20218 | JEPED 26.8% 3k
| memimeptmes,  \ \ ... DIEWD bR HIRETH
| med of reated dent ! ! 545361 04958
| Restricted | 10885 10210 40970 ) 3BTEE D
| Unrestricted ! 10776 11166 541 17186 | 17013
:___Ti_ﬂfl_nft_aﬁnfu____‘l 10,8732 $ 11,039.2 0 40385 ' 1 2 1% 150757 D ZﬁﬁEEf:{ﬁFﬁ'C“%
\ BHMEET 17 (B R
\ . . F7 S o
FEBEE - ZOMmOGRE BU IS b5
A EY R AEH) - o
ﬁﬁié‘%‘l‘ BEEE (BEAEERRE)
& E A fE 94 {& 5360 5 R/L
DD BEIE el 40 {& 9700 7 /v
BESE FEFH 17 & 1860 5 KL
BEEEE (BEAEERR) WIEESS 152126920 5 /L
S
FE MG PE
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Changes in et 3s5e15. The S1ale's combine In net assets 35650cIated with currant year operations
for fiscal year 2007 was an Increase of $236.1 millon 38 2. Net assels of govemmental
activitles decreased Dy 1.1 percent of total governmental aciivities net assels, business-
type actvities Increasad by 5.9 percent of fotal business-type activiies net assets.

Total ending net assets of governmental activities for fiscal year 2007 are $10.9 billlon, down sightly from

§11.0 palion In the prior Scal year. The gecr
recognition of a bty Tor the personal Income tax
revenue by §1.1 billlon. Due %0 the magnitude of this redu
net assets associated with the operations of ofher govemmen

£, which resuiteg in regucing personal

ovemmental activities net assets was primarily due o

income tax

In revenue, It more than offsat the Increases In

§ 13290 § 13377 § 33650 §

& (A MEEIIX
20Lrk0 21& 3610 5
RVEEAN L 7=,

| BFFEEN T 1 1% 3
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! 1
! 1
! 1
1
| Operatnggrants S conroutons | 50370 49528 8620
i Capital grants & contriputons | 217 150 -
I Gensral revenuss: 1
: Personal Income taxes ! 44861 54040 -
1 Corporate Income Saxes H 518.3 4434 - ’
I Othertaxes | 17349 18797 152 :
' Unrestricied investment eamings ! 90.2 379 . 4
i_ _Tofal revenues _ _ _ _ _ _ _ _ _ _ ' 132772 141705 42722 E]
I‘E;"": """""""" A 1 ,
4| Esucaton | 18 36221 §18 136229
| Human senvioss | o4gid 48736 | B . (BERER]) s ' agmab
| Public safaty |o10232 2, 19083
| Economic & communny development ' 3351 317 HE 10,317
| Natural resources \  s%08 5411 HE 8 ) 5411
I 11,7098 15934 Deg) 15984
| Consumer and business senices ! 340.3 3sa9 B 3/ kT
| Adminisiration \ 4579 £405 8, 6405
I ! 367 206 N ME:E] HE
| udicial | 2865 2717 NZR TRl js a2
1 Interest on long-term cedt - 2427 = =7 2427
: Housing and cOMmMUNRY Senices : - - 88.7 934 Bsg Q33
| Veterans’ ioan N - - 533 #67 497
| Lomery operatons 1 - - se41 5253 5253
! ' - - 5470 7 5382 54?‘0 5352
| Uriversity sysiem ' - - 18932,/ 18563 18382 18583 .
i b= - S B - -
Liguar - - ¥ . .
| Ofher business-type actities ] - - ,76.9 76.8 769 .’ 768
| Tolslexpenses ___ M™I36221 135346 37020 35691 173241 171057
Increasa (decrease) nefore P v —
contributons, spacal and X .
extracedinary liems, and Fansfers (3449) 6348 s70.2 S033 .7 (2253 11392
Contrioutions o pammanent funds 42 - - - 142 .
Capital contributions 23 1S 6 .708 | 65 23
Additions to permanent endowments -5’/ - 01,x° 26 1 D4 26
CIenstes So -4 1243 o 4MLE. (1243) W - - - -
! Increase (decrease) In netasests | (123.2) | 7617, 3593 | 5824 | 2961 | 1.14A1
| Net assets — baginning 1 11,0962 |, 02122 | 40355 , 3,6830 | 150157 , 13,6952
| Prior period adjustments /" 42.8) 1 gs.3 ! 02 1 [289)! {42€) ' 354
| Net 355e% — beginning — 35 restated || 10,996.4 | 10,2775, 40857 | 36541 , 150331 | 138316
| Nstasssts—ending” | §10,673.2 ($11.039.2 1§ 43960  4,0065 1§15.269.2 §15.015.7
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Figure 1 bedow Nustrates fiscal year 2007 revenues of the S1a% as a whole, by sounce. Approwimately 34.1 VTN -
pencent of total revenue comes from ather entiies and gowemments In the form of operating granis and — 34.1% NE S %’*ﬁ

contrioutions (2.g., federal revenues). An addtional 25.5 percant comes from personal and cofporaie Income
taxes and 26.7 percent comes from charges Tor sendces provided. Ejj/f REThHAH
> o

State of curagu:'El;:-anun by Source 1 TRRARA 28.5% N3ME N - 1E
For the Year Endsd Jung 30, 2007 ——
ANFTE#LCTH 5,
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Charpes for services. 34 1%
26.7%: I

-

|"Im:I':.E5|:IE:- Fﬂ_l’,//],glf/]:ﬂ

Figurz 2 baipw shows the parcentages of toftal governmental actvity expansas Tor each function of e Stae.

The |argest portlon of expenses |s 10 iuman services to provide for Cregon's oitizens In need of assistance at RSy — & KX
353 perceni with elementary and secondary education the second largest at 27.6 percent of total
govemnmental acihily expensas. DT E4&EBC
Flgure 2
State of Oragon's Governmental Expenses by Function 35.3% Td Do

For the Year Endad Jung 30, 2007

sucy E2 #eeRER

1%

NP EREEE D
Legisiative 2 %‘é E VC\\\ 276%
(H%}% * tf/* X% Mmlﬂsha:j': | Inlzr!stoq;;’gt:n- et VC“&) %)o

' AR e

Consumer and business II |
SENVICES

A F AL 5
Tm"lm'l!ﬂ:"l_
12.6%

RIREDH

Natural esounces
43%

Economic and commanity
development
2.5%

ﬁ}ﬁ * t&b&ﬁﬂ%ﬁ F'-I:\l?lr:;:l':t.-_}'l __Human zervces

35.3%

INUH (EVAEE ¢

(fi#35%)
O MD&AIZBWTIE, 777K 77 TRERICET Z EafRsh
TV, LML, RELRBET -2 ORATIER @RE LTER IS,



B
zZ
%
El
aca
=
.g—
Bt
B
%
5

FA4E REITHHEAE

BI77 2 FOBMBESH
e

FINANCIAL ANALYSIS OF THE STATE'S FUNDS

As noted earfier, the State of Oregon uses fund accounting to ensure and demonst¥ate complance with
finance-related legal requirements.

Governmenial funds. ghe TDGUG 0f the State's govemmental fungs is to provide Information on near-.erm
nfiows, outfiows, and b af_spendable financial resources. In govemmenta funds, waresenved fund
barancem;ymasauummmm govemment's net resources avalable for spending. At the end of
fiscal year 2007, approximately 78.9 percent of (hetstal fund balance of govemmental funds reprasents
unreserved, undesignated fund balance, which ks avalable for speadag

State's discretion. The remainger of fund balance Is reserved to Indicale thatdt s
spending because It nas aready been committed. For example, such COMMITMENts are TP

to pay ciaims and judgments.,

At the end of fscal year 2007, the State's govemmental funds reported combined ending fund balances of
$4.0 pilion, an Increase of $440.0 millon In comparison with the WRQr year. This Increase in fund baiances Is
primarily attributed to the net resulis of operations In the General Fun) the Public Transportation Fund as
discussed below.

The general fund Is Me chief operating fund of the State. The unreserved, undsignatad fund balance of the
end of fiscal year 2007 was §113.6 milllon, while total fund basgee was $153.9 milion.
year, spending and obigation of commitments outpaced the iation of spandabie
gecreasing the total fund balanca of the oeneral fund DV S636.6 Wllon. ReVENUES
decreased by S775.4 million from the prior fiscal year, largely due o the 1.1 billon regucldy of personal

at the end of the fiscal year. This greatly contriouted to the decrease In fotal fund balance of the I

In fund balance of the General Fund was
funds. In the Public Transporiation Fund,
contrio o an Increase In fund balance; Mis refliects a plan
puiic | ture projects. Strong Investment eamings contr
School Fund. Transfers from the General Fund
Oregon y Day Fund, a newly established fund intended to

from the issuance of long-lerm dedt
effort 10 Increase the State's Investment in
to an increase In fund balance of the
In an Increase In fund balance of the
late resources that could be used 1o
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Progristary funds. The Siale's enterprse funds provide the same type of Informabion presened for Dusiness-
type activities In the govemment-wide fnancial 3 ptal net assets of the Housing
ane Community Services Fund Increasad by $10.3 million rom e pror yeas, 35 opers

operating expenses. This 5 @ sef-supporting activity, providing ioans for housing that are funded through the
Issuance of bonds. As compared to the previous year, the net assats of the velerans' Loan Fund Increased
oy 5.6 percent, primarly due to stong Investment eamings. et assets of the Lobery Operations Fund
Increased by 7.4 percent, as sales revenues and Investment ncome were greater than expenses and
transfers fo other funds. In the Unemployment Compensation Fund, employee-employar assessments and
ather lncome exceeded distribution of benefits during the flscal year. The activity of the Unlversity System
Fund also resutted In an increase In net assets, due o higher Invesiment income and a larger transfer from

the general fund than the prior fscal year.

®RET 72 N, BUF2EME
BEOEVRAFEHLEL LD
IREH A LV FEICIRAEL TV
50

Rastrictions and commitments signifieantly aMact the avalabilty of Housing and Communiy Sarviees Fund
resources for future use. For example, net asseats that will be used to repay outstanding bonds are restricted
for debt sendce. A significant portion of Unhersity System Fund net assets are resiricted for captia
constrction, higher education, debt senvice, and for purposes stipulated by GONOMS of FESOUNTES.

Fidueiary funos. sdeiany— s S==00nT 107 resources held for ihe bensft of paries outside the
govemment Met assets of the Penslon and Odher Empioyes Benefit Trust Fund, which accounts for
resources held In trust for the payment of refirement, disabliity, postemployment healhcare, and death
penefits to members of the Publc Employess Refirement System, increased by $3.5 billion. The net
appreciation In falr value of investments and other Investment income primanly contriuied 1o this Increase In
net assels. Mat 3assats of 3l idudarny funds are reporied as hedd In frust for particular purposes.

ZENERAL FUND BUDGETARY HIGHLIGHTE <

Far the 200507 blennium, final busgeted expandlbures
argiral budgeled expendiures reflectad In the Leglslaiively
prowide funding for additional expendiures malnly in the pmglam are
public safely. Forecasted revenues Increased by $1,062.7 millon from the ongina
Increase was primarily due to higher than onginaly frecasied corporate and personal INcory
projections.

Actual revenue and odher ﬂl'ﬂl'l[ﬂ"lg sources excesded achual EIPEI'II]I].I'EB and oher ﬂnamhg LEEEE w
$T08.5 milion 1 the 2005-07 bernium, Increasing the ending bugdgetary fund balance. For the bienrium,
achual revenues wene greater than budgetary estimales malnly Que to higher than expacted corporate Income
tax revenues. h House Bill 2707, the Legislatwe directad that 3 significant porion of EXCeEs CMpOrate
Income takes be from the General Fund Into the Oregon Raiy Day Fund fo begin setting aside
resources that coull b= used to assist the Siate duning diMicut economic tMes. Actual expenditures for the
Blennium were kess \han budgesed expanditures, a5 presanied In the (cash basls) budgatary schedule Tor the
Seneral Fund; h r, It Is expected that the majorty of remalning Dudget will be expended as obilgations
are paid during the si-month lapse parod from July 1 %o Decembes 31, 2007.

General Fund Increasad by $152.5 million from
Budget. This Increase was made fo
tion, human sendces, and
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DEST ADMINISTRATION «—

The State Debt Policy Advisory Commission Sdvises the Govemnor and he legislative assembiy regarding

policies and actions that enhance and preserve the Stade’s credit rating and maintain the future avaliability of
low-cost capital financing. The State's dedl credit radng, which is an Indication of the State's abliity o repay its
O=bt, did not change during the fiscal year.

Debt outstanding for the years ended June 30, 2007 and 2006 i summarized In Tabie 3 below. The majorty
of new revenue bonds issued for nmnesa—type activities Mis year wene mum—m:ly
and single-family revenue bonds. For governmental activities, the majority
were I55u2d for transportation Infrastructurs Improvement projects.

During the fiscal year, the majority of new general cbligation bonds were Issued to finance
construction of new higher education faclities as well 3s Improvement of existing facillies. The
new certificates of participation were Issued to finance the remaining costs of constructing a meiul

EEBORGEHEESIL (G
FARSAT 2 4R L BRI T
EENARER L I, T K
WA AEATD,
R S EEITE
R 7207,

comectional faclity in Madras, Oregon, along with expansion of the women's prison at the Coffee
faclity. In addition, the State refnanced some of Its existing debt to take advantage of favorable Interest
Agdtional Information on the State’s long-term debt can be found In Note S of this report.

Table 3
State of Oregon's Outstanding Debt

EHEREIT.TR3IOLE
nTH D,

For the Years Ended June 30. 2007 and 2005
{dollars In milliona)

__________________ «—— 2007 Over {Under) 2005

1 1 2007 2005 Amount  Pefcent
| 'General Obligation Bonds |5 44001 § 43135 § 855 20%
1 Revenue Sonds I 37704 31849 5755 18.0%
| Cerfificates of Participation | 1,131.3 1,1248 6.4 06%
1

General Appropriaton Bonds | 3337 413.0 23.3 7.1)%
TT¥efar T T T T T T S 0.6055 § 90463 § 6392 7.1%

— R IR R RS

FrE W IRE

U — A AR B INGEE
—IRIEHE

CAPITAL ASSETS —— | EE&E

The Stale’s invesiment In capiital asseie for &5 govemmental and business-type activities as of June 30, 2007,
Is §12.1 bidion (net of accumulated depraciation) as summarized In Tabie 4. This Invesiment In capital assels
nciudes and, bulidings, Improvements, equipment, construction In progress, highways, tunnels and bridges,
ang works of art and historical reasures. The total Increase In the State's InvesIment In capiial assets for me
current fiscal year was $170.9 milion, or 1.4 percent. «

EEEEIL, BUFIEE -
VX AEEBHEDE T, 121
BRALTHD,

187090 77 R/VHEA0L 7=,

Table &4
State of Oregon’s Capital Assets, Net of Depreciation
{In milions)
Govermmental Susiness-type
Actvitize Total
jmmm s — - 100 2007 2008 2007 2000
1 Lang 1§ 16635 § 16785 § 899 § B41 § 17534 § 17826
| Bulldings, property and equipment | 13919 12831 1,336.1 12879 27280 257110
| Construction in progress | 24338 17908 R 764 25287 1,867.0
| Infrasuciure 1 50631 57033 16.4 156 50795 57189
| Works of art and histoncal treasures | 0.9 0.6 59.3 58.7 £0.2 53.3
e [ - $10,553.2 $10.4561 § 1,596€ $15227 $121458 $1135786

Malor capital asset events during the fiscal year included the following:

« The State spent nearty $586.3 million cn 737 highway and bridge construction projects.

« Nearly $14.2 milion was spent on capital equipment used fo maintain highways and bridges, such as

road graders, bulldozers, and similar vehicles.
+  Commitments of $1.0 bilfon have been made for highway and bridge construction.
Agditonal Information on the State's capital assets can be found In note S of this report.
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ECONOMIC FACTORS AND NEXT BIENNIUM'S BUDGET /

«  The unemplcyment rate for Cregan 3s of October 2007 was 5.5 percent: the natonal s as of | 4 L O o D 28 2 R %
Ocioder 2007 was 4.7 percant. <€

he second quarer of 2007 Was 1.4 percent This mans e sisentn 5.5% T, &KX TiX4.7%

job GPWEh-—Haiever, |ob gains have been siowing since the first quarter of

2006, a Slowdown ma1 has Deen expected Erthrea-yaars of strong job growth In Oregon. <HDH
o

= The Sepiember 2007 General Fund ravenue
2.7 percent from e 200507 biennium to

2007 EE 2 UHDOE
AmERIT 1.4% THh
%,

»  Subsequent to June 30, 2007, e State lssued §TES.0 mi of 3x anticipation notes to mest
s2asonal cash needs during the 2007-02% blennium.

These faciors will llkedy have an Impact on e Stake’s inanclal position andior the
Dlennium.
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State of Oregon
A Report to Our Citizens

The Oregon Vision

The Way Forward
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How We Have Progressed
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Progress in Fiscal Year 2007

Making Life Safer Improving Health
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The State’s Finances BUFF 4R DY B

Revenues and Expenses

Primary Government Sources of Revenue Y 8
FY 2007 EE B e

2006 2007
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The are bassd on revenue amounts in thousands.
Primary Government Functional Expenses L&W ’fZ'K O) E H/j /DJIJ %ﬁﬁ
FY 2007 ﬁﬁ:
2006 E‘mm'

Gavernmental Activity g 5 E 5 E} E

Educaon 1|  annmon 3.5 bllan

Hor ' <noman 48 cilan —

Pubic Safaty || g0 smes——TFEwan | /_A\ﬁ

Tampartation | Vanman 1.7 bilan

Othr Governmartal Acwti || 2.9 nan 20 oilan NN

Iobeast oo \ongaTamn Dot — || 00 bian 0.5 bilan 5&@

[leSbfabos — — = =  aswmon 0.5 bilan

Unampioyare Comperztian 15 bman 15 oilan S

Uwvarsty Byssem ; 1.0 nwan 1.9 bian % 0) 'fm ’]’T NN
Cihar Businazs-Typs Actviis | 1.7 tman 07 oitan i < D@E"
“Total Expansas: 1 billon

e BUE B
SHLFILE,

SLEEARNT
K=
: ZToMmEeY

Independent Audit
An dspendass suf of s s s Boucial v rad 3

) To 2% additional information, visit bt fioregon govidas/scdisars

FATEE)

What's Next? |
Future Challenges and Economic Outlook FFEoBEE L RFRE L

Providing a First-Rate Public Education for [
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