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                  Bank

      Insured/

Uninsured/

Type of Deposit

                 Amount

                  Balance

Collateralized

     Uncollateralized

Demand deposits

$  98,865

$  130,050

$  122,061

$  7,989

Certificates of deposit

844,003

836,560

276,130

560,430

Cash with fiscal and escrow agents

217,959

208,469

173,142

35,327

Total Deposits

$  1,160,827

$  1,175,079

$  571,333

$  603,746


STATE OF WASHINGTON

OFFICE OF FINANCIAL MANAGEMENT

Insurance Building, PO Box 43113  Olympia, Washington 98504-3113  (360) 902-0555

December 11, 1998

The Honorable Gary Locke, Governor
Members of the Fifty-Sixth Legislature
State of Washington

Olympia, Washington 98504

In accordance with Chapter 43.88.027 of the Revised Code of Washington, the Office of Financial Management has prepared this COMPREHENSIVE ANNUAL FINANCIAL REPORT of the state of Washington for the fiscal year that ended June 30, 1998.  Responsibility for both the accuracy of the data and the completeness and fairness of the presentation, including all disclosures, rests with the state.  To the best of our knowledge and belief, the enclosed data is accurate in all material respects and is reported in a manner designed to present fairly the financial position and results of operations of the various funds and account groups of the state.  All disclosures necessary to enable the reader to gain an understanding of the state’s financial activities have been included.

The report is presented in three sections:  Introductory, Financial, and Statistical.  The Introductory Section includes this transmittal letter.  The Financial Section begins with the State Auditor’s report and contains the general purpose financial statements, notes to the financial statements, required supplementary information, combining financial statements, schedules for account groups, and other schedules.  The Statistical Section includes selected financial, economic, and demographic data.

The state provides a wide range of services.  These include education, social, health, transportation, environmental, law, public safety, resource and recreation development, public improvement, and general administrative services.  The accompanying report includes all funds and account groups of the primary government, the state of Washington as legally defined, as well as all of its component units.  Component units are legally separate entities for which the primary government is financially accountable.  The determination of “financial accountability” is based on criteria established in Government Accounting Standards Board Statement No. 14.  Note 1.A to the financial statements explains more fully which organizations are included in the reporting entity.

Governmental Structure

The state of Washington was created by an enabling act of Congress in 1889.  The state is located on the Pacific Coast in the northwestern corner of the continental United States.  Washington comprises 68,139 square miles and currently has a population of 5.7 million.  Washington is famous for its scenery of breathtaking beauty and sharp contrasts.  On the west side of the state, high mountains rise above coastal waters.  The forests of the Olympic Peninsula are among the rainiest places in the world.  Washington’s coastline has hundreds of bays and inlets that make excellent harbors.  In the eastern part of the state, the flat semi-desert land stretches for long distances without a single tree.

Washington’s location makes it a gateway for land, sea, and air travel to Alaska and the Pacific Rim countries.  Ships from all parts of the world dock at Washington ports.  The Boeing Company, a leading producer of commercial airliners and spacecraft, has its headquarters in Seattle and plants in Auburn, Kent, Renton, Everett, and Spokane.  Microsoft, a leader in the computer software industry, makes its home in Redmond.  The Weyerhaeuser Company, a major producer of wood and related products, is headquartered in Federal Way.

East of the Cascade Mountain Range, farmers raise livestock and wheat on large ranches.  Washington leads the nation in apple production.  The state produces large amounts of lumber, pulp, paper, and other wood products.  The mild moist climate in western Washington makes the region excellent for dairy farming and the production of flower bulbs.

The state receives about 61 percent of its income in governmental funds from taxes and 26 percent from federal grants.  The main tax sources are retail sales taxes, business and occupation taxes, property taxes, and motor vehicle taxes.

As established in the State Constitution, the state consists of three branches of government:  the Executive Branch, the Legislative Branch, and the Judicial Branch.  The Executive Branch has nine elected officials as follows:  the Governor, Lieutenant Governor, Secretary of State, State Treasurer, State Auditor, Attorney General, Superintendent of Public Instruction, Commissioner of Public Lands, and Insurance Commissioner.  Forty-one agency heads are appointed by, and report to, the Governor.  Eighty-one agency heads report to a board appointed in whole or in part by the Governor.  The Legislature consists of two legislative bodies:  the Senate consisting of 49 members, and the House of Representatives with 98 members.  The State Supreme Court is the highest court in the state currently consisting of nine Justices.  Every two years, three Justices are elected for six year terms.  A Chief Justice is chosen from among the most senior Justices.

Economy and Revenue Outlook

Fiscal Year 1998 proved to be almost as exceptional a year for Washington State’s economy as Fiscal Year 1997.  Employment grew slightly slower than in Fiscal Year 1997 but real personal income grew faster.  However, Fiscal Year 1998 marks a turning point in the state’s economy.  Both employment growth and real personal income growth are predicted to slow substantially, falling to rates much closer to U.S. growth rates.  The slowdown in the state’s economy is expected to reduce the growth rate of General Fund-State revenues, especially in fiscal years 2000 and 2001.

Economic Condition in Fiscal Year 1998

Washington’s wage and salary employment increased at a fast pace for the second year in a row, with a growth rate of 3.7 percent, compared to 2.6 percent for the nation as a whole.  This is only slightly less than the 4.0 percent growth in Washington’s wage and salary employment in Fiscal Year 1997.  This accelerated rate of growth translated into more than 94,000 new jobs in Washington State in Fiscal Year 1997 and another 92,000 new jobs during the past fiscal year.

Reflecting this trend in employment gains, personal income in Washington grew by 7.5 percent compared to the national average of 5.2 percent in Fiscal Year 1998.  Real per capita income rose by 4.5 percent over the same period as compared to 3.0 percent for the nation as a whole.

Aerospace employment was a major factor in the year’s strong employment growth.  After adding more than 18,000 employees in Fiscal Year 1997, the aerospace industry added another 15,000 in Fiscal Year 1998.  Led by aerospace employment, manufacturing employment in Washington increased by more than 21,000 jobs in Fiscal Year 1998, an increase of 5.9 percent.  Non-manufacturing employment grew at a steady pace of 3.4 percent, contributing another 71,000 jobs to the state’s economy.

Employment in durable manufacturing other than aerospace grew by 4.7 percent in Fiscal Year 1998, significantly outpacing the national average of 2.1 percent.  Within this sector of the economy, the strongest employment growth occurred in electrical machinery (11.0 percent), which includes electronic and electrical equipment.  Non-electrical equipment employment, which includes computers, grew by 4.7 percent.  Much of this growth was attributable to tax incentives adopted by the Legislature in the past five years to encourage the manufacturing and high-tech industries in the state.  Furniture and fixtures employment also grew rapidly at a rate of 9.2 percent, while employment in fabricated metals grew by 6.2 percent.

Non-manufacturing employment increased by 3.4 percent during Fiscal Year 1998, led by employment growth of 4.9 percent in services and 4.7 percent in construction.  Employment in wholesale trade grew by 3.8 percent, while employment in transportation, communications and public utilities increased by 3.1 percent.  The remaining non-manufacturing sectors experienced employment growth in excess of 2.0 percent, except for federal government civilian employment, which declined by 0.4 percent.

Economic Outlook

Financial instability in Asia and other parts of the world have cast a cloud over the three-year economic outlook for Washington State and the rest of the nation.  According to the September 1998 forecast by the state Economic and Revenue Forecast Council (ERFC), growth in Washington’s wage and salary employment is expected to fall to 2.7 percent in Fiscal Year 1999, then to 1.3 percent in Fiscal Year 2000, before rising to 1.7 percent in Fiscal Year 2001.  These employment forecasts compare to nationwide projections of 2.2 percent growth in Fiscal Year 1999, 1.5 percent growth in Fiscal Year 2000 and 1.3 percent in Fiscal Year 2001.

Personal income growth in Washington State is expected to slow until it reaches the national average for those years.  The ERFC economic forecast indicates that personal income in Washington will grow by 5.8 percent in Fiscal Year 1999, 3.8 percent in Fiscal Year 2000, and 4.6 percent in Fiscal Year 2001.  This compares nationwide projections of 4.6 percent, 4.0 percent and 4.5 percent growth in personal income for those respective years.

During the next three fiscal years manufacturing employment in Washington is projected to decline, due in large part to reductions in aerospace employment.  The ERFC suggests that aerospace employment will decline by 2,300 workers in Fiscal Year 1999, followed by a further reduction of 8,800 in Fiscal Year 2000, and 6,200 in Fiscal Year 2001.  Other manufacturing sectors are expected to add 1,000 employees in Fiscal Year 1999, then decline by 1,400 in Fiscal Year 2000.  Employment in all other sectors except aerospace are forecast to rebound and grow by 3,700 in Fiscal Year 2001, an increase of 2.3 percent.  The strongest and most consistent growth in non-aerospace manufacturing employment for the next three years is expected to occur in the electrical machinery and non-electrical machinery manufacturing sectors.

In the non-manufacturing sectors, the strongest growth is expected to occur in services and trade.  Services employment is forecast to expand by 4.4 percent in Fiscal Year 1998, 2.4 percent in Fiscal Year 2000 and 3.4 percent in Fiscal year 2001.  Wholesale trade employment should increase by 3.5 percent, 2.1 percent and 1.2 percent in those fiscal years, respectively.  Retail trade employment is predicted to expand by 4.1 percent in Fiscal Year 1998, 1.9 percent in Fiscal Year 2000 and 1.6 percent in Fiscal year 2001.  Employment growth in transportation, communications and public utilities employment, construction and finance, insurance and real estate are expected to fall to around 1.0 percent Fiscal Years 2000 and 2001.  State and local government employment will grow by approximately 2 percent in the following three fiscal years.  Federal government civilian employment will continue its trend of steady decline.

General Fund-State Revenues

The projections of Washington’s employment and personal income growth assumed in the September 1999 forecast are reflected in the growth patterns of General Fund-State (GF-S) revenues.  GF-S revenues for the 1997-99 Biennium are forecast to be $19.5 billion, an increase of 10.6 percent in nominal terms over the previous biennium.  While stronger than in the previous biennium, this growth rate is relatively slow by historical standards, due primarily to the effect of tax reductions over the past five years.  Based on the September revenue forecast, Washington will have an estimated reserve of $905 million by the end of the 1997-99 Biennium.  However, that amount is expected to decline by $34 million due to voter approval of Referendum 49 (discussed under Major Initiatives below) in early November.

Referendum 49 will have an even greater impact in the 1999-2001 Biennium, when the voter-approved measure is expected to reduce GF-S revenues by an estimated $471 million.  Prior to passage of the referendum, GF-S revenue was forecast to grow at only 6.0 percent in the 1999-2001 Biennium, compared to 10.6 percent in the 1997-1999 Biennium.  The November forecast is expected to show even slower revenue growth, due to the impact of the referendum and the continued financial instability of Washington’s Pacific Rim trading partners.

Major Initiatives

In the past year, Washington State has moved forward in establishing new standards of excellence in education, restructuring its public assistance system, and implementing other major initiatives funded in the biennial budget approved in May 1997.  The 1998 Legislature made relatively small changes to the biennial budget plan approved the previous year, but did redirect savings in some program areas to support a new reading initiative in public schools and help restore Washington’s endangered salmon stocks.  It also approved a measure that will provide an additional $2.4 billion for state transportation projects over the next five years, while also reducing motor-vehicle taxes.  Given the uncertainty about the world’s economic outlook and the state’s statutory limit on expenditures, the Governor has emphasized the need to cut costs wherever possible to provide additional support for education and other key priorities.

Public Education

Washington marked several milestones during the past year in its long-term effort to prepare the state’s education system for the 21st century — Governor Locke’s top priority in office.  In May 1998, all Washington fourth-graders took the state’s tough new test in basic skills, scoring much better in most areas than in the pilot test conducted the previous year.  Seventh-graders were also tested for the first time on their ability to meet the state’s new academic standards, which will be used in future years to hold both students and schools accountable for results.  Concerned about low reading scores in the pilot test, the 1998 Legislature approved the Governor’s request to create a new Washington Reading Corps, which will enlist 8,000 volunteers to tutor students who need the most help in improving their reading skills.

Greater use of information technology is also a major part of the state’s plan for improving education.  In November 1997, the state activated its new K-20 Educational Telecommunications Network, connecting universities, college campuses and public schools through the Internet, videoconferencing and other “distance learning” capabilities.  The Legislature appropriated $39 million in 1997 from the state’s Education Savings Account to help public schools take advantage of the new technology, and provided $3 million in 1998 for the University of Washington to connect to, and help develop, the high-speed network known as Internet II.  Five new branch campuses are also under development to further expand access to higher education in Washington, including a joint University of Washington/community college branch campus north of Seattle which is expected to open in the year 2000.

Welfare Reform through WorkFirst
Washington State has completely restructured its public assistance system over the past year and a half to encourage — and compel — anyone capable of working to do so as a condition of receiving state benefits.  Consistent with the federal mandate on welfare reform, the state’s new WorkFirst program imposed a five-year lifetime limit on public assistance, mandatory job-search requirements for most participants, and new sanctions on non-custodial parents who do not make their child-support payments.  As an additional incentive to work, the program allows WorkFirst participants who are employed to keep more of their earnings, and significantly expanded support for working parents.

From July 1997 through September 1998, the state’s public assistance caseload dropped by 24.3 percent under the WorkFirst program, an unprecedented reduction for Washington even in the best of economic times.  More than 55,000 participants have found jobs since the program began, and more than 70 percent of non-exempt families receiving assistance in September 1998 were working, looking for work or preparing for work.  In August 1998, Governor Locke redirected $37 million in caseload savings to bolster vocational training, child care and other services for those working to become financially self-sufficient.  

Salmon Restoration

In 1997, wild steelhead runs in the upper Columbia basin were listed as endangered under the federal Endangered Species Act (ESA), with other listings anticipated in the future.  As the first step toward a comprehensive response, the 1998 Legislature appropriated $26.1 million from the General Fund and other accounts to support new salmon-restoration projects, expand the buyback program for commercial fishing licenses, and increase state and local watershed planning efforts.  The Governor also appointed a subcabinet of agency natural resource directors to work with his special Salmon Team to develop a comprehensive salmon-restoration strategy for Washington State.  

Transportation Funding

During the 1998 Legislative Session, Governor Locke proposed legislation to raise the state gas tax by 5 cents per gallon and index it to inflation over a five-year period to help finance improvements in Washington’s transportation system.  As part of that initiative, the Governor also called for $27 million in efficiency savings by the state Department of Transportation, a crackdown on fuel-tax evasion, and a reduction in the state Motor Vehicle Excise Tax (MVET) — one of the highest in the nation.

After a lengthy debate, the 1998 Legislature approved parts of the Governor’s initiative but rejected his proposal to raise the state gas tax, offering an alternative financing plan in the form of a public referendum.  Referendum 49, approved by state voters on November 3, 1998, redirects the portion of the MVET that used to go to the State General Fund and other accounts into the Motor Vehicle Fund to pay for transportation improvements.  It also reduces the state MVET by approximately $30 per vehicle.  Referendum 49 authorizes $1.9 billion in general obligation bonds, backed by the Motor Vehicle Fund, to finance transportation improvements through 2003.

Technology

For the second year in a row, Washington was recognized in 1998 as the top “Digital State”* in the nation for its innovative use of technology in education and state government.  Home to Microsoft and other software giants, the state has long recognized the enormous potential of information technology in revolutionizing the delivery of government services.  Major milestones in Washington State’s technological development over the past year include:

· Activation of the new K-20 Educational Telecommunications Network and investment in Internet II, as discussed on the previous page.

· Linkage of all 34 local health jurisdictions in Washington through the first application of the state’s Intergovernmental Network.

· The first tax filings, credit card transactions, and legally binding digital signatures over the Internet.

· Connection of all but one of Washington’s 39 counties to the Justice Information Network, which allows ready access to criminal history information.

· Activation of Access Washington, an interactive virtual business center that offers citizens and businesses convenient access to government services, information, and transactions over the Internet.

One of the Locke Administration’s highest priorities is to ensure that no vital services are disrupted by information-system problems related to the year 2000 date change.  Since 1996, the state has allocated $83 million specifically to address year 2000 conversion issues, as discussed in Note 20 to the financial statements.

Quality Initiatives

Governor Locke is committed to improving the way Washington State government does business.  Since 1997, all Cabinet agencies have been required to have quality consultants on staff to encourage innovation by state employees and share successful initiatives with other agencies on a quarterly basis.  Performance measures, developed by agencies for key program activities, were also used this year as an integral part of the budget process.  In addition, state agencies have completed the second year of a four-year program to eliminate unnecessary regulations and rewrite those that remain on the books to be more understandable to the public. 

In 1997, the Governor implemented a new program that provides new incentives for state agencies to conserve funds remaining at the end of each fiscal year rather than spend them on non-essential items.  In the first year of the Savings Incentive Plan, agencies are allowed to retain half of the $14.4 million they saved through efficiency measures, with the remainder going into an account to support common school construction, higher education, and education-technology projects.  Savings for FY 1998 were still being tallied at the time of this publication.

For the Future

Since taking office in 1997, Governor Locke has emphasized two major themes: Improving Washington’s educational system and maintaining the state’s strong financial position.  Changes in the state’s economy and the political leadership of the Legislature have only strengthened his commitment to these goals.  The Governor is well aware of the current instability of the world’s economy, and has sent a strong message of fiscal restraint to state agencies as he develops his budget and policy recommendations for the 1999-01 Biennium.

As a first step in that process, the Governor directed state agencies (with some exceptions) to identify options for reducing baseline GF-S expenditures by up to 7 percent.  While he does not plan to propose actual cutbacks of this magnitude, these options will allow him to direct additional funding to education and other priorities while holding total GF-S expenditures within the state’s spending limit.  Key priorities in the budget plan he will propose in December 1998 include additional support for school districts with low test scores, access to higher education, restoration of threatened salmon stocks, and year 2000 conversion projects.  The Governor will also propose an expenditure plan for the new transportation revenues generated by Referendum 49, focused on relieving traffic congestion in the main Puget Sound corridor and expediting the movement of goods statewide.

Financial Information

Internal Controls

The state is responsible for establishing and maintaining an internal control structure designed to ensure that the assets of the state are protected from loss, theft, or misuse, and to ensure that adequate accounting data is compiled to allow for the preparation of financial statements in conformity with generally accepted accounting principles.  Internal accounting controls are designed to provide reasonable, but not absolute, assurance that these objectives are met.  The concept of reasonable assurance recognizes that:  (1) the cost of a control should not exceed the benefits likely to be derived, and (2) the valuation of costs and benefits requires estimates and judgments by management.

Washington State continues to assess the adequacy of its internal control structure and make improvements where weaknesses are found.  These actions will help assure that the state maintains public accountability for years to come.

Budgeting Controls

Budgetary control is maintained through legislative appropriations and the executive branch allotment process.  The Governor is required to submit a biennial budget to the Legislature.  The budget is legally required to be adopted through passage of appropriation bills by the Legislature with approval by the Governor.  Appropriated funds are controlled by the executive branch through an allotment process.  This expenditure plan details the appropriation into monthly estimates by program, source of funds, and object of expenditure.  Nonappropriated governmental funds are also subject to allotment control by the executive branch.  The state also maintains an encumbrance accounting system as one technique of accomplishing budgetary control.  Encumbered amounts lapse at the end of the appropriation.  However, capital encumbrances are generally reappropriated as part of the following biennial budget.

The state’s budgetary policies and procedures, fund accounting structure, and basis of accounting are explained in detail in Note 1 to the financial statements.

Governmental Funds

Governmental activities are accounted for in four governmental fund types:  the general, special revenue, debt service, and capital projects funds.  Revenues for governmental funds totaled $18.0 billion for the fiscal year that ended June 30, 1998.  This represents an increase of 3.9 percent over revenue for the fiscal year that ended June 30, 1997.
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Fiscal Year

Fiscal Year

Increase

Revenues

1998

1997

(Decrease)

(Millions of Dollars)

Amount

% of Total

Amount

% of Total

From 1997

Taxes 

$    10,998

61.1%

$    10,413

60.2%

$    585

Licenses, Permits, and Fees

511

2.8%

492

2.8%

19

Federal Grants-in-Aid

4,623

25.7%

4,577

26.5%

46

Charges for Services

701

3.9%

682

3.9%

19

Miscellaneous Revenues

1,175

6.5%

1,140

6.6%

35

Total Revenues

18,008

100.0%

17,304

100.0%

704

Net Other Financing Sources (Uses)

899

780

119

Total Revenues and Other Sources (Uses)

$   18,907

$   18,084

$    823


Taxes, the largest source of governmental revenue, produced 61 percent of revenues.  Although this percentage is similar to Fiscal Year 1997, actual tax revenues increased by $585 million.  This increase is consistent with the growth in the state’s population and personal income during Fiscal Year 1998, which increased retail sales and use tax collections by $215 million or 4.5 percent.  

	Revenues - All Governmental Funds

For the Fiscal Years that ended June 30, 1997 and 1998

(Millions of Dollars)
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Fiscal Year

Fiscal Year

Increase

Expenditures

1998

1997

(Decrease)

(Millions of Dollars)

Amount

% of Total

Amount

% of Total

From 1997

Current:

  General Government

$     931

5.1%

$     1,122

6.3%

$     (191)

  Human Services

6,828

37.5%

6,527

36.5%

301

  Natural Resources

529

2.9%

523

2.9%

6

  Transportation

1,020

5.6%

931

5.2%

89

  Education

7,247

39.8%

7,072

39.4%

175

Capital Outlays

991

5.4%

1,112

6.2%

(121)

Debt Service

674

3.7%

619

3.5%

55

Total Expenditures

$  18,220

100.0%

$  17,906

100.0%

$   314


In Fiscal Year 1998, demands continued to increase for education and certain human service programs, including medical assistance, job training and child care for low income working families.  Specifically, expenditures for human services increased $265 million at the Department of Social and Health Services.  Also, education expenditures increased by $175 million with higher enrollments in local school districts and the state’s colleges and universities.  All expenditures for governmental activities totaled $18.2 billion for the fiscal year that ended June 30, 1998, or a 1.7 percent increase over Fiscal Year 1997.

	Expenditures - All Governmental Funds

by Function

For the Fiscal Years that ended June 30, 1997 and 1998

(Millions of Dollars)
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	Expenditures - All Governmental Funds

by Object

For the Fiscal Year that ended June 30, 1998

TOTAL = $18,220 Million
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Consistent with the functional distribution of costs, grants for K-12 education and other purposes are the major expenditures of governmental funds.  The grants for K-12 education are apportioned to local school districts based primarily on student enrollment.  The other grants are mainly public assistance payments and amounts passed through to other governments and nonprofit organizations. 

General Fund

The General Fund accounts for all general government financial resources and expenditures not required to be accounted for in other funds.


[image: image7.wmf]General Fund

Fiscal Year

Fiscal Year

Increase

Revenues

1998

1997
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(Millions of Dollars)

Amount

% of Total

Amount

% of Total

From 1997

Retail Sales & Use Taxes

$   4,981

35.4%

$   4,766

35.8%

$   215

Business & Occupation Taxes

1,824

         

 

13.0%

1,699

           

 

12.8%

125

              

 

Other Taxes

2,819

20.0%

2,626

19.7%

193

Federal Grants-in-Aid

3,794

26.9%

3,596

27.0%

198

Miscellaneous Revenues

665

4.7%

623

4.7%

42

Total Revenues

$  14,083

100.0%

$   13,310

100.0%

$  773


Fiscal Year 1998 revenues in the General Fund increased by $773 million or 5.8 percent.  Retail sales and use taxes in the General Fund increased by $215 million or 4.5 percent and federal grants-in-aid increased $198 million or 5.5 percent.  Retail sales and use taxes continue to be the largest source, amounting to 35.4 percent of General Fund revenues.

	General Fund Revenues

For the Fiscal Years that ended June 30, 1997 and 1998

(Millions of Dollars)
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Fiscal Year
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1998
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Current:

  General Government

$    790

5.9%

$    737

5.8%

$     53

  Human Services

6,339

47.8%

6,000

47.3%

339

  Natural Resources

274

2.1%

279

2.2%

(5)

  Transportation

27

0.2%

25

0.2%

2

  Education

5,755

43.3%

5,557

43.8%

198

Capital Outlays

72

0.5%

72

0.6%

-

                    

 

Debt Service

26

0.2%

13

0.1%

13

Total Expenditures

$  13,283

100.0%

$  12,683

100.0%

$    600


Expenditures for General Fund activities total $13.3 billion for the fiscal year that ended June 30, 1998, representing a 4.7 percent increase from Fiscal Year 1997.  Of these expenditures, 43.3 percent went to support local school districts and higher education, and 47.8 percent was expended for human services.  Expenditure increases in the General Fund parallel the increases in education and human services discussed earlier under All Governmental Funds.

	General Fund Expenditures
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For the Fiscal Years that ended June 30, 1997 and 1998
(Millions of Dollars)
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The fund balance of the General Fund, including all reserves and designations, totaled $2.38 billion as of June 30, 1998, representing an increase of $363 million, or 18 percent, from that of the previous fiscal year end.  This increase resulted primarily from strong economic conditions coupled with a continuing effort to contain state spending.

These figures do not include an additional $296 million in General Fund-State (GF-S) revenues transferred to the state’s Emergency Reserve Fund in Fiscal Year 1998.  This was the first such transfer of revenues made under the provisions of Initiative 601, approved by Washington voters in the November 1993 general election.  Effective Fiscal Year 1996, Initiative 601 limits annual increases in GF-S expenditures to the average rate of inflation plus population growth for the previous three years.  Any GF-S revenues in excess of the spending limit for any given year will be deposited in the Emergency Reserve Fund on a quarterly basis.  If the balance in the Emergency Reserve Fund exceeds 5 percent of biennial GF-S revenues, the excess will be deposited in a new Education Construction Fund.

Since Fiscal Year 1996, the state has consistently held expenditures within the GF-S spending limit, although Fiscal Year 1998 was the first year that GF-S revenues exceeded the limit.  Interest earnings on revenues transferred to the Emergency Reserve Fund accrue to that account.
Enterprise Operations

The state’s enterprise operations are comprised of seven separate and distinct activities ranging from operation of the Convention and Trade Center to operation of the State Lottery to management of the State Workers’ Compensation program and the State Ferry System.  A brief description of each enterprise operation is presented in Note 18 to the financial statements.

Combined operating and nonoperating revenues for the state’s enterprise funds increased from $2.77 billion in Fiscal Year 1997 to $3.72 billion in Fiscal Year 1998.  This $950 million increase is primarily due to a $631 million increase in investment earnings.  The increase in investment earnings partially relates to a change in the state’s investment valuation policy.  Beginning in Fiscal Year 1998, investments are reported at fair value with any change in fair value recognized as income(loss).  In Fiscal Year 1998, the increase in fair value was $524 million.  Additionally, workers compensation premiums also increased $193 million.  Combined enterprise activities’ operating and nonoperating expenses decreased slightly from $3.17 billion in Fiscal Year 1997 to $3.04 billion during Fiscal Year 1998.  This $136 million decrease is primarily due to a decrease in workers’ compensation claims.

Outstanding enterprise fund bonds at June 30, 1998 totaled $399 million.  These bonds were issued primarily to provide construction funds for educational and convention facilities, and the Department of Labor and Industries building.

	Enterprise Fund Operations 

Revenues and Expenses

For the Fiscal Years that ended June 30, 1993 through 1998

(Billions of Dollars)
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Retirement Systems

Valuations are performed for most of the state’s pension systems on a calendar year basis.  However, the Teachers’ Retirement System (TRS) is on a fiscal year basis.  At the close of Fiscal Year 1998, using results from the most recent actuarial valuations, the total actuarial value of investments in the state’s pension trust funds reached $31.8 billion.  The latest Actuarial Accrued Liability exceeded the value of assets available for benefits by $4.4 billion.  The funding ratio for all funds combined was 88 percent.

Debt Administration

During Fiscal Year 1998, the state of Washington maintained its “Aa1” rating from Moody’s Investors Service.  In July 1997, Standard & Poor’s raised its rating on the general obligation bonds from “AA” to “AA+”.  Standard & Poor’s expressed that “the upgrade reflects a diversified economic base with increasing resilience to downturns in traditionally cyclical industries.  Above-average economic growth trends and sound financial performance additionally support the rating.”  Subsequently, in November 1997, Fitch Investors Service raised its rating on Washington’s general obligation bonds to “AA+” from “AA”.  According to Fitch, the rating upgrade reflected several factors, including “increased diversification away from aerospace dominance, sustained economic growth, which has produced very successful financial operations, and continuance of good debt and financial policies.

The Office of the State Treasurer continued its administration of the state certificates of participation program which has been in existence since Fiscal Year 1990.  This program enables state agencies to realize substantial savings by financing the acquisition of real and personal property at tax exempt interest rates.  The state’s publicly-offered equipment certificates of participation have been rated “A1” by Moody’s Investors Service which rely on the centralized oversight of the State Treasurer and the Office of Financial Management as a strong credit element in the rating.  In the real estate component of the financing program, certain projects have been rated “AA3” by Moody’s Investors Service as a reflection of their essentiality to state government operations.  As of June 30, there were outstanding $238.3 million in certificates of participation in all funds.  Underlying this amount were agency certificates originating from 52 agencies amounting to $236.4 million with the balance on deposit with the trustee either for use in the program or to satisfy reserve requirements.  These programs are currently funded from public offering of certificates of participation through a competitive bid process.

In addition to the outstanding certificates of participation, there is also a $135 million interim financing contract entered in to on behalf of the Washington State Convention and Trade Center Corporation with Seafirst Bank and U.S. Bank of Washington.  This interim financing arrangement is intended to provide the Corporation with funds necessary to complete site acquisition, housing replacement, and design work in advance of construction to expand the Seattle facility as authorized by the 1995 Legislature. 

During the past 14 years, the State Finance Committee has undertaken refunding operations to reduce interest costs on outstanding state indebtedness.  Fiscal Year 1998 operations involved the sale of $231.56 various purpose general obligation refunding bonds to refund bonds issued at average coupons of 6.0 percent to 7.3 percent.  True interest costs on the refunding bonds ranged from 4.004 percent to 5.077 percent.  Economic savings were achieved on all refunding transactions.  Gross or nominal savings over the life of the refunded issues were $22.934 million and present value savings were $15.26 million – a ratio of present value savings to new issue size from 6.03 to 7.07 percent.  Over the course of the 14 year refunding effort, gross savings from all refunding transactions to date have amounted to $375.83 million or $250.36 million on a present value basis. 

Interest rates in the tax exempt bond market continued to be very attractive for long-term borrowing during Fiscal Year 1998.  Over the fiscal year, $729.175 million in new money general obligation bonds and motor vehicle fuel tax general obligation bonds were sold in June 1997 (5.33 percent), July 1997 (5.22 percent), December 1997 (5.1 percent and 6.4 percent taxable), and April 1998 (4.94 percent).  The rates for the $196.4 million outstanding in adjustable rate general obligation bonds have varied between 2.70 percent and 4.25 percent, with an average rate of 3.54 percent for the fiscal year 1998.

Outstanding general and limited obligation bonded debt as of June 30, 1998 totaled $6.608 billion, an increase of 6.7 percent over June 30, 1997.  Bonds were issued primarily for various capital projects throughout the state.

During Fiscal Year 1998, the state continued with its Selective Redemption Program, which takes advantage of a feature of the state’s $196.4 million outstanding variable rate debt that allows for selectively retiring any other higher cost long term fixed rate debt in the state’s portfolio.  For fiscal year 1998, the Selective Redemption Program generated $4.07 million in gross savings over the life of the bonds – with present value savings of $0.5 million.

The following table presents a summary of general obligation bonds issued during Fiscal Year 1998:
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General Obligation Bonds Issuance

Fiscal Year 1998

Issue

Series/Date

True Interest Cost

Par Value

June 24, 1997 Issue

Motor Vehicle Fuel Tax General Obligation Bonds

Series 1997F ...............................................................................…

5.334517%

28,000,000

July 9, 1997 Issue

Various Purpose General Obligation Bonds

Series 1997E .................................................................................

5.218600%

265,000,000

July 23, 1997 Issue

Various Purpose General Obligation Refunding Bonds

Series R-98A ..................................................................................

5.077300%

124,805,000

December 2, 1997 Issues

Various Purpose General Obligation Bonds

Series 1998A ..................................................................................

5.102430%

100,000,000

Motor Vehicle Fuel Tax General Obligation Bonds

Series 1998B ..................................................................................

5.104087%

65,000,000

December 9, 1997 Issue

General Obligation Bonds (State Housing Trust Fund)

Series 1998T (Taxable) ........................................................................................

6.418439%

51,175,000

April 1, 1998 Issue

Various Purpose General Obligation Bonds

Series 1998C ...............................................

4.939400%

220,000,000

June 10, 1998 Issue

Various Purpose General Obligation Refunding Bonds

Series R-98B .................................................

4.003903%

106,755,000

Fiscal Year 1998 Total............................................................................................

960,735,000

$  

 


General obligation debt is subject to statutory limitations as prescribed by the Washington State Constitution and the Revised Code of Washington.  For the fiscal year that ended June 30, 1998, the maximum debt authorization subject to limitation was $4.6 billion.  This limit does not include motor vehicle fuel tax debt, limited obligation debt, or reimbursable debt exempt from the statutory debt limit.

The ratio of general long-term debt to market value and the amount of bonded debt per capita are useful indicators of the state’s debt position.  These ratios as of June 30, 1998 are as follows:

	
	Dollars 

in Millions 
	Ratio of Debt

to Market Value
	Debt per Capita

	General Long-Term Bonded Debt

(Excluding Accreted Interest)
	$6,608
	1.70%
	$1,160


Cash Management
State statutes provide that certain excess cash balances in the state treasury may be invested by the Office of the State Treasurer through the use of the Cash Management Account.  Specifically excluded from the Cash Management Account are pension funds, workers’ compensation funds, the Local Government Investment Pool, and certain dedicated permanent funds.

Investment transactions by the Office of the State Treasurer during Fiscal Year 1998 were limited to U.S. Treasury and Agency securities, repurchase agreements, securities lending, certificates of deposit with qualified public depositories, and commercial paper.

Total earnings from investment of the Cash Management Account balances for Fiscal Year 1998 were $143.2 million, representing a 7.4 percent increase from Fiscal Year 1997.  This increase resulted from higher balances invested.

	Earnings on Investments

Cash Management Account

For the Fiscal Years that ended June 30, 1993 through 1998

(Millions of Dollars)
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Insurance Activities

The state has three insurance programs operated and accounted for as insurance businesses.   Notes 1.L and 11 to the financial statements disclose the specific programs and claims liability changes during Fiscal Year 1998 for each insurance program.

Liabilities of the workers’ compensation insurance activity amount to $12.2 billion as of June 30, 1998.  The liability includes $5.8 billion for supplemental pension cost of living adjustments (COLA) that, by statute, are not to be fully funded.  This COLA is funded on a pay-as-you-go basis, and the Department of Labor and Industries actuaries have indicated that future premium payments will be sufficient to pay these claims as they come due.  The remaining $6.4 billion in claims liability is fully funded by $8.4 billion of long-term investments, net of obligations under securities lending agreements, held for payment of claims.

The risk management insurance activity liabilities amount to $125.0 million as of June 30, 1998.  This liability is currently funded by $65.6 million in cash equivalents.

State employees’ insurance activities have liabilities as of June 30, 1998 amounting to $20.9 million which are fully funded with investments, net of obligations under securities lending agreements, totaling $29.0 million.

Other Information
Independent Audit
State statutes require an annual audit by the Office of the State Auditor.  The State Auditor is an independently elected public official.  The state is also required to undergo an annual single audit in conformity with the provisions of the Single Audit Act of 1984 and U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.

The State Auditor conducts the audit of all state agencies.  In addition to meeting the requirements set forth in state statutes, the audit was also designed to meet the requirements of the federal single audit.  The Auditor’s report on the general purpose financial statements is included in the financial section of this report.  The Auditor’s report related to the single audit, including the schedule of federal financial assistance, findings and recommendations, and reports on internal control structure and compliance with applicable laws and regulations, will be published in a separate report.  Copies may be obtained from the Office of the State Auditor, Legislative Building, PO Box 40021, Olympia, Washington 98504-0021.

Awards
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to Washington State for its Comprehensive Annual Financial Report for the Fiscal Year that ended June 30, 1997.  The Certificate of Achievement is a prestigious national award recognizing conformance with the highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and efficiently organized Comprehensive Annual Financial Report, with contents conforming to program standards.  Such reports must satisfy both generally accepted accounting principles and applicable legal requirements.  

A Certificate of Achievement is valid for a period of one year only.  Washington State has received a Certificate of Achievement for the last eleven years.  The Office of Financial Management considers this report to be in conformance with the Certificate of Achievement Program requirements, and will submit it to the GFOA.

Acknowledgment

The preparation of this report could not have been accomplished without the professionalism and dedication demonstrated by the financial and management personnel of each state agency and institution of higher education, and the Office of Financial Management.

This Comprehensive Annual Financial Report reflects the commitment of the Governor to the Legislature, the citizens of Washington State, and the financial community to maintain financial statements in conformance with the highest standards of financial accountability.

Sincerely,

Dick Thompson

Director

Notes to the Financial Statements

For the Fiscal Year Ended June 30, 1998

Note 1 - Summary of Significant Accounting Policies
The accompanying financial statements of the state of Washington have been prepared in conformity with generally accepted accounting principles (GAAP).  The Office of Financial Management (OFM) is the primary authority for the state’s accounting and reporting requirements.  OFM has adopted the pronouncements of the Governmental Accounting Standards Board (GASB) which is the accepted standard-setting body for establishing governmental accounting and financial reporting principles nationally.  For proprietary fund accounting and reporting, the state applies applicable pronouncements of the Financial Accounting Standards Board issued on or before November 30, 1989, unless those pronouncements conflict with or contradict the pronouncements of the GASB.  The more significant of the state’s accounting policies follow.

A.  Reporting Entity


In evaluating how to define the state of Washington, for financial reporting purposes, management has considered:  all funds, organizations, institutions, agencies, departments, and offices that are legally part of the state (the primary government); organizations for which the state is financially accountable; and other organizations 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.


Financial accountability is manifest when the primary government appoints a voting majority of an organization’s governing body and is able to impose its will on that organization or there is a potential for the organization to provide specific financial benefits to or impose specific financial burdens on the primary government.  The primary government may be financially accountable if an organization is fiscally dependent on the primary government regardless of whether the organization has a separately elected governing board, a governing board appointed by a higher level of government, or a jointly appointed board.  An organization is fiscally dependent if it is unable to determine its budget without another government having the substantive authority to approve or modify that budget, to levy taxes or set rates or charges without substantive approval by another government, or to issue bonded debt without substantive approval by another government.


Based on this criteria, the following are included in the financial statements of the primary government:


STATE AGENCIES - Except as otherwise described herein, all state elected offices, departments, agencies, commissions, boards, committees, authorities, and councils (agencies) and all funds and account groups of the state are included in the primary government.  Executives of these agencies are either elected, directly appointed by the Governor, appointed by a board which is appointed by the Governor, or appointed by a board which is in part appointed by the Governor.


Additionally, a small number of board positions are established by statute or independently elected.  The state Legislature creates these agencies, assigns their programs, approves operational funding, and requires financial accountability.  The Legislature also authorizes all bond issuances for capital construction projects for the benefit of state agencies.  The legal liability for these bonds and the ownership of agency assets reside with the state.


COLLEGES AND UNIVERSITIES - The governing boards of the five state universities, the state college, and the 32 state community and technical colleges are appointed by the Governor.  Each college’s governing board appoints a president to function as chief administrator.  The state Legislature approves budgets and budget amendments for the colleges’ appropriated funds, which include the state’s General Fund as well as certain  capital projects funds.  The state Treasurer issues general obligation debt for major campus construction projects.  However, the colleges are authorized to issue revenue bonds for construction of facilities for certain  revenue generating activities such as housing, dining, and parking.  These revenue bonds are payable solely from and secured by fees and revenues derived from the operation of constructed facilities; the legal liability for the bonds and the ownership of the college assets reside with the state.  Colleges do not have separate corporate powers and sue and are sued as part of the state with legal representation provided through the state Attorney General’s Office.  Since the colleges are legally part of the state, their financial operations, including their blended component units, are reported in the primary government financial statements using the fund structure prescribed by GASB, not discretely reported according to the fund structure of the American Institute of Certified Public Accountants college and university reporting model.

RETIREMENT SYSTEMS - The state of Washington, through the Department of Retirement Systems, administers six retirement systems for public employees of the state and political subdivisions:  the Public Employees’ Retirement System, the Teachers’ Retirement System, the Law Enforcement Officers’ and Fire Fighters’ Retirement System, the Washington State Patrol Retirement System, the Judges Retirement Fund, and the Judicial Retirement System.  The director of the Department of Retirement Systems is appointed by the Governor.

There are two additional retirement systems administered outside of the Department of Retirement Systems.  The Volunteer Fire Fighters’ Relief and Pension Fund is administered through the Board for Volunteer Fire Fighters which is appointed by the Governor.  The Judicial Retirement Account is administered through the Administrator for the Courts under the direction of the Board for Judicial Administration.  The state Legislature establishes laws pertaining to the creation and administration of all public retirement systems.  The participants of the public retirement systems together with the state provide funding for all costs of the systems based upon actuarial valuations.  The state establishes benefit levels and approves the actuarial assumptions used in determining contribution levels.

All eight of the aforementioned retirement systems are included in the primary government’s financial statements.

The following are discretely presented in the financial statements of the state in the component units column:


The WASHINGTON HEALTH CARE FACILITIES AUTHORITY, the WASHINGTON HIGHER EDUCATION FACILITIES AUTHORITY, and the WASHINGTON STATE HOUSING FINANCE COMMISSION (financing authorities) were created by the Legislature in a way that specifically prevents them from causing the state to be liable or responsible for their acts and obligations, including, but not limited to, any obligation to pay principal and interest on financing authority bonds.  The financing authorities are reported as discrete component units of the state government solely for accounting purposes.  The financing authorities cannot obligate the state, either legally or morally, and the state has not assumed any obligation of, or with respect to, the financing authorities.

Financial reports of these financing authorities may be obtained from each authority at the following addresses: 

Washington Health Care Facilities Authority

410 11th Avenue, Suite 201

PO Box 40935

Olympia, WA 98504-0935

Washington Higher Education Facilities Authority,

Washington State Housing Finance Commission

1000 2nd Avenue, Suite 2700

Seattle, WA  98104-1046

The WASHINGTON STATE PUBLIC STADIUM AUTHORITY (PSA) was created by the Legislature to acquire, construct, own and operate a stadium, exhibition center and parking garage.  The state has budget approval authority over a majority of PSA’s funding sources.  Further, conditioned upon certain events occurring, the state is authorized to issue general obligation bonds to participate in the funding of project construction costs.  Under statute, the state’s share of the total project cost is capped at $300 million.  Project costs in excess of $300 million are the responsibility of the project’s private partner, First & Goal, Inc.  The bonds will be repaid through new state lottery games, a state sales tax credit, extension of the local hotel/motel tax, and parking and admissions taxes at the new facility.  Financial reports of the PSA may be obtained at the following address: 

Washington State Public Stadium Authority

401 Second Avenue South, Suite 520

Seattle, WA  98104-0280

B.  Basis of Presentation - Fund Accounting


The state uses 531 accounts which have been administratively combined into 53 funds and two account groups.  The state uses these funds and account groups to report on its financial position and results of operations.  Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions related to certain government functions or activities.


A fund is a separate accounting entity with a self-balancing set of accounts.  An account group, on the other hand, is a financial reporting device designed to provide accountability for certain assets and liabilities that are not recorded in the funds because they do not directly affect net expendable available financial resources.  Funds are classified into three categories:  governmental, proprietary, and fiduciary.  Each category, in turn, is divided into separate “fund types.”  State transactions are recorded in the fund types and account groups described below:


Governmental Funds


Governmental funds are used to account for all or most of a government’s general activities, including the collection and disbursement of earmarked monies (special revenue funds), the acquisition or construction of general fixed assets (capital projects funds), and the servicing of general long-term obligations (debt service funds).  The General Fund is used to account for activities of the general government not accounted for in some other fund.


Proprietary Funds


Proprietary funds are used to account for activities similar to those found in the private sector, where the determination of net income is necessary or useful to sound financial administration.  Goods or services from such activities can be provided either to outside parties (enterprise funds) or to other departments or agencies primarily within the governmental unit (internal service funds).


Fiduciary Funds


Fiduciary funds are used to account for assets held on behalf of outside parties, including other governments, or on behalf of other funds within the governmental unit.  When these assets are held under the terms of a formal trust agreement, either a pension/investment trust fund, a nonexpendable trust fund, or an expendable trust fund is used.  The terms “nonexpendable” and “expendable” refer to whether or not the government is under an obligation to maintain the trust principal.  Agency funds are generally used to account for assets that the government holds on behalf of others as their agent.

Account Groups

The General Fixed Assets Account Group accounts for all fixed assets of the state other than those accounted for in proprietary and similar trust funds.  The General Long-Term Obligations Account Group accounts for the unmatured principal of the state’s general obligation bonds and other long-term obligations of governmental and expendable trust funds.


C.  Measurement Focus and Basis of Accounting


The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.  All governmental and expendable trust funds are accounted for using a current financial resources measurement focus.  With this measurement focus, only current assets and current liabilities generally are included on the balance sheet.  Operating statements for these funds present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets.


All proprietary, nonexpendable trust, and pension/investment trust funds are accounted for on a flow of economic resources measurement focus.  With this measurement focus, all assets and liabilities associated with the operations of these funds are included on the balance sheet.  Operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in equity (i.e., total net assets).  Equity in proprietary funds is segregated into contributed capital and retained earnings components.  Equity for nonexpendable trust and pension/investment trust funds is shown as reserved for nonexpendable trust corpus and reserved for retirement systems, respectively.


The modified accrual basis of accounting is used by all governmental, expendable trust, and agency funds.  Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they become both measurable and available).  “Measurable” means the amount of the transaction can be determined.  “Available” means collectible within the current period or soon enough thereafter to be used to pay liabilities of the current period.  Primary revenues that are determined to be susceptible to accrual include sales and business and occupation taxes, federal grants-in-aid, and charges for services.


Revenues from property taxes are determined to be available if collected within 60 days.  Excise taxes, motor fuel taxes, and unemployment compensation contributions are considered measurable when the return is received.  Gross receipts taxes are accrued if collectible within one year.  Revenue for timber cutting contracts is accrued when the timber is harvested.  Revenues from licenses, permits, and fees are recognized when received in cash.  Revenue related to expenditure driven grant agreements is recognized when the qualifying expenditures are made.  All other accrued revenue sources are determined to be available if collectible within 12 months.


Property taxes are levied in December for the following calendar year.  The first half year collections are due by April 30, and the second half year collections are due by October 31.  Since the state is on a fiscal year ending June 30, the first half year collections are recognized as revenue, if collected within 60 days of the fiscal year end.  The second half year collections are recognized as receivables offset by deferred revenue.  The lien date on property taxes is January 1 of the tax levy year.


Under modified accrual accounting, expenditures are recognized when the related fund liability is incurred.  Exceptions to the general modified accrual expenditure recognition criteria include unmatured interest on general long-term obligations which is recognized when due, and certain compensated absences and claims and judgments which are recognized when the obligations are expected to be liquidated with expendable available financial resources.


All proprietary, nonexpendable trust, and pension/investment trust funds are accounted for using the accrual basis of accounting.  Under the accrual basis of accounting, revenues are recognized when earned and expenses are recognized when incurred.


The state reports deferred revenues on its balance sheet.  Deferred revenues arise when a potential revenue does not meet both the “measurable” and the “available” criteria for revenue recognition in the current period.  Deferred revenues also arise when resources are received by the state before it has a legal claim to them, such as when grant monies are received prior to the incurrence of qualifying expenditures.


D.  General Budgetary Policies and Procedures


The Governor is required to submit a budget to the state Legislature no later than December 20 of the year preceding odd-numbered year sessions of the Legislature.  The budget is a proposal for expenditures in the ensuing biennial period based upon anticipated revenues from the sources and rates existing by law at the time of submission of the budget.  The Governor may additionally submit, as an appendix to the budget, a proposal for expenditures in the ensuing biennium from revenue sources derived from proposed changes in existing statutes.


The appropriated budget and any necessary supplemental budgets are legally required to be adopted through the passage of appropriation bills by the Legislature and approved by the Governor.  Operating appropriations are generally made at the fund/account and agency level; however, in a few cases, appropriations are made at the fund/account and agency/program level.  Operating appropriations cover either the entire biennium or a single fiscal year within the biennium. Capital appropriations are biennial and are generally made at the fund/account, agency, and project level.

The legal level of budgetary control is at the fund/account, agency, and appropriation level, with administrative controls established at lower levels of detail in certain instances.  The accompanying “Combined Statement of Revenues, Expenditures, and Other Financing Sources (Uses) - Budget and Actual - All Governmental Fund Types” (“Governmental Budgetary Statement”) is not presented at the legal level of budgetary control.  This is due to the large number of appropriated fund/accounts and appropriations within agencies that would make such a presentation in the accompanying financial statements extremely cumbersome.  Section 2400.112 of the GASB Codification of Governmental Accounting and Financial Reporting Standards provides for the preparation of a separate report in these extreme cases.  For the state of Washington, a separate report has been prepared for the 1997-1999 Biennium to illustrate legal budgetary compliance.  Appropriated budget versus actual expenditures, and estimated versus actual revenues and other financing sources (uses) for appropriated funds at the fund/account, agency, and appropriation level are presented in Report MFS1054 for governmental funds.  A copy of this report is available at the Office of Financial Management, 406 Legion Way S.E., PO Box 43123, Olympia, Washington 98504-3123.


Legislative appropriations are strict legal limits on expenditures/expenses, and overexpenditures are prohibited.  All appropriated and certain nonappropriated funds are further controlled by the executive branch through the allotment process.  This process allocates the expenditure/expense plan into monthly allotments by program, source of funds, and object of expenditure.  According to statute RCW 43.88.110(2), except under limited circumstances, the original allotments are approved by the Governor and may be revised only at the beginning of the second year of the biennium and must be initiated by the Governor.  Because allotments are not the strict legal limit on expenditures/expenses, the budgetary statements displayed in the accompanying financial statements are shown on an appropriation versus actual comparison rather than an allotment versus actual comparison.

Proprietary funds earn revenues and incur expenses (i.e., depreciation or budgeted asset purchases) not covered by the allotment process.  Budget estimates are generally made outside the allotment process according to prepared business plans.  These proprietary fund business plan estimates are adjusted only at the beginning of each fiscal year.

Additional fiscal control is exercised through various means.  OFM is authorized to make expenditure/expense allotments based on availability of unanticipated receipts, mainly federal government grant increases made during a fiscal year.  State law does not preclude the over expenditure of allotments, although RCW 43.88.110(3) requires that the Legislature be provided an explanation of major variances.


Operating encumbrances lapse at the end of the applicable appropriation.  Capital outlay encumbrances lapse at the end of the biennium unless reappropriated by the Legislature in the ensuing biennium.  Encumbrances outstanding against continuing appropriations at fiscal year end are reported as reservations of fund balance.


Budgetary Reporting versus GAAP Reporting


Governmental funds are budgeted materially in conformance with GAAP.  However, the presentation in the accompanying “Governmental Budgetary Statement” is different in certain respects from the “Combined Statement of Revenues, Expenditures, and Changes in Fund Balance - All Governmental Fund Types” (“Governmental Operating Statement”).  In the accompanying “Governmental Budgetary Statement,” budget and actual expenditures are reported only for appropriated fund/accounts and activities.  Certain fund/accounts are not appropriated, most notably the Higher Education Special Revenue Fund.  Expenditures are classified based on whether the appropriation is from the operating or capital budget.  Expenditures funded by operating budget appropriations are reported as current expenditures classified by the function of the agency receiving the appropriation.  Expenditures funded by capital budget appropriations are reported as capital outlays.  However, in the accompanying “Governmental Operating Statement,” all governmental funds are included and expenditures are classified according to what was actually purchased.  Capital outlays are fixed asset acquisitions such as land, buildings, and equipment.  Debt service expenditures are principal and interest payments.  Current expenditures are all other governmental fund expenditures classified based on the function of the agency making the expenditures.  Additionally, certain activities are excluded from the “Governmental Budgetary Statement” because they are not appropriated.  These activities include:  funds designated as nonappropriated by the Legislature, federal surplus food commodities, food stamp benefits, capital leases, note proceeds, and resources collected and distributed to other governments.  Further, certain operating transfers are appropriated as expenditures.  These transfers are reported as expenditures in the “Governmental Budgetary Statement” and as operating transfers in the “Governmental Operating Statement.”  The main factors contributing to the difference in the amount “Excess of Revenues and Other Sources Over (Under) Expenditures and Other Uses” are:  note and loan activity as explained in Note 2, “Budgetary Accounting, Reporting, and Compliance,” and nonappropriated governmental fund activities.

E.  Cash Equivalents and Investments


Investments of surplus or pooled cash balances, considered cash equivalents per GASB Statement 9, are reported on the accompanying Combined Balance Sheet and Combined Statement of Cash Flows as “Cash and Pooled Investments.”  These cash equivalents are recorded at fair value or amortized cost, which approximates fair value.  The Office of the State Treasurer invests state treasury cash surpluses where funds can disburse cash at any time without prior notice or penalty.  As a result, the cash balances of the funds are not reduced for these investments.


The method of accounting for noncurrent investments varies depending upon the fund classification.  Investments in the state’s Local Government Investment Pool (LGIP), an external investment pool operated in a manner consistent with the SEC’s Rule 2a-7 of the Investment Company Act of 1940, are reported at amortized cost.  All other noncurrent investments are reported at fair value.  Fair values are determined using closing market prices at year end for marketable securities and other reasonable methods for investments where market values are not readily available. 


F.  Receivables


Receivables in the state’s governmental and fiduciary funds consist primarily of tax and federal revenues.  Receivables in all other funds have arisen in the ordinary course of business.  Receivables are recorded when either the asset or revenue recognition criteria (see Note 1.C) have been met.


G.  Inventories


Consumable inventories, consisting of expendable materials and supplies held for consumption, are valued and reported for financial statement purposes if their annual balance on hand is estimated to exceed $25,000 in value.  Consumable inventories are generally valued using the first-in, first-out method.  All merchandise inventories are valued and considered reportable for financial statement purposes.  Merchandise inventories are generally valued using the first-in, first-out method.  Donated consumable inventories are recorded at fair market value.  Food stamps on hand are recorded at face value.


Governmental and expendable trust fund inventories are valued at cost and are recorded using the consumption method.  Inventory balances are also recorded as a reservation of fund balance indicating that they do not constitute “available spendable resources” except for $133.0 million in food stamps and $6.0 million in federally donated consumable inventories, both of which are offset by deferred revenue because they do not constitute a fund resource until issued or consumed.


Proprietary fund inventories are valued at the lower of cost or market and are expensed when used or sold.

H.  Fixed Assets

Except as noted below, all fixed assets with a unit cost of $5,000 or greater are capitalized and reported in the accompanying financial statements.  Fixed assets acquired by capital leases with a net present value or fair market value, whichever is less, of $10,000 or more are capitalized and also included in these financial statements.


All purchased fixed assets are valued at cost where historical records are available and at estimated historical cost where no historical records exist.  Fixed asset costs include the purchase price plus those costs necessary to place the asset in its intended location and condition for use.  Normal maintenance and repair costs that do not materially add to the value or extend the life of the asset are not capitalized.


Donated fixed assets are valued at their estimated fair market value, plus all appropriate ancillary costs, on the date of donation.  When the fair market value is not practically determinable due to lack of sufficient records, estimated cost is used.  Where necessary, estimates of original cost and fair market value are derived by factoring price levels from the current period to the time of acquisition.


The value of assets constructed by agencies for their own use includes all direct construction costs and indirect costs that are increased by the construction.  In proprietary and similar trust funds, interest costs (if material) incurred during the period of construction are capitalized.


Public domain (infrastructure) general fixed assets consisting of certain improvements other than buildings (including roads, bridges, curbs and gutters, streets and sidewalks, drainage systems, lighting systems, and similar assets) that are immovable and are of value only to the state are not capitalized.  Streets, sidewalks, lighting systems, and similar assets located on college and university campuses, which predominately benefit college and university activities, are capitalized.


Fixed assets in governmental and expendable trust funds are not capitalized in the funds used to acquire or construct them.  Instead, capital acquisition and construction are reflected as expenditures in governmental funds, and related assets (including construction projects not completed at the end of the accounting period) with the following characteristics are reported in the General Fixed Assets Account Group:

· Acquired for the production of general government services, not for the production of services that are sold.

· Have a life expectancy of more than one year.

· Have a unit cost of $5,000 or greater.


Depreciation expense of general fixed assets is not recorded in the activity statements of governmental and expendable trust funds.  Accumulated depreciation is recorded in the General Fixed Assets Account Group and is included in the financial statements as a “Memo Only” entry.  Depreciation is calculated using the straight-line method with estimated useful lives of 50 years for buildings, and four to 50 years for furnishings and equipment, other improvements, and miscellaneous fixed assets.  General fixed assets are removed from the General Fixed Assets Account Group at the time of disposal.


Fixed assets used in proprietary and similar trust funds are accounted for in the fund in which they are utilized.  Depreciation is computed using the straight-line method.  Buildings are depreciated using estimated useful lives extending to 50 years.  Furnishings and equipment, other improvements, and miscellaneous fixed assets are depreciated using estimated useful lives of four to 50 years.  The cost and related accumulated depreciation of fixed assets retired from service or disposed of, are removed from the accounting records.

I.  Compensated Absences


Annual Leave


State employees accrue vested annual leave at a variable rate based on years of service.  In general, accrued annual leave cannot exceed 30 days at the employee’s anniversary date.  It is the state’s policy to liquidate unpaid annual leave at June 30 from future resources rather than currently available expendable resources.  Accordingly, governmental and expendable trust funds recognize annual leave when it is paid.  A long-term liability of $199.7 million for the accumulated annual leave and related payroll taxes and benefits in governmental and expendable trust funds has been recorded in the General Long-Term Obligations Account Group as of June 30, 1998.  Proprietary and similar trust funds recognize the expense and accrued liability when the annual leave is earned.  An accrued liability for accumulated annual leave, including related payroll taxes and benefits, has been recorded in Enterprise Funds for $26.3 million and $14.2 million in Internal Service Funds as of June 30, 1998.


Sick Leave


Employees accrue sick leave at the rate of one day per month without limitation on the amount that can be accumulated.  Sick leave is not vested; i.e., the state does not pay employees for unused sick leave upon termination except upon employee death or retirement.  At death or retirement, the state is liable for 25 percent of the employee’s accumulated sick leave.  In addition, the state has a “sick leave buyout option” in which each January, employees who accumulate sick leave in excess of 60 days may redeem sick leave earned but not taken during the previous year at the rate of one day’s pay in exchange for each four days of sick leave.  It is the state’s policy to liquidate unpaid sick leave at June 30 from future resources rather than currently available expendable resources.  Accordingly, governmental and expendable trust funds recognize sick leave when it is paid.  The state has recorded an estimated sick leave buyout liability, including related payroll taxes, for governmental and expendable trust funds of $95.5 million at June 30, 1998 in the General Long-Term Obligations Account Group.  Proprietary and similar trust funds recognize the expense and accrue a liability for estimated sick leave buyout as sick leave is earned.  As of June 30, 1998, a liability for estimated sick leave buyout, including related payroll taxes, has been accrued in Enterprise Funds for $9.3 million and in Internal Service Funds for $6.2 million.

J.  Long-Term Obligations

Long-term obligations expected to be financed from resources to be received in the future by governmental and expendable trust funds are reported in the General Long-Term Obligations Account Group, not in the individual funds.  Long-term obligations to be financed from proprietary and similar trust funds are recorded in the applicable funds rather than in the General Long-Term Obligations Account Group.

K.  Fund Equity


Fund equity represents the difference between fund assets and fund liabilities.  In governmental and fiduciary funds, fund equity is called “Fund Balance.”  Reserved fund balance represents that portion of fund balance that is:  (1) not available for appropriation or expenditure, and/or (2) legally segregated for a specific future use.  Unreserved, designated fund balance indicates tentative plans for future use of financial resources.  Unreserved, undesignated fund balance represents the amount available for appropriation.

For proprietary funds, equity attributable to accumulated earnings is referred to as “Retained Earnings.” Equity provided by contributions from other funds and capital grants is classified as “Contributed Capital.”  Reserved retained earnings represents that portion of retained earnings that is reserved for a specific use.

L.  Insurance Activities

Workers’ Compensation


The state of Washington’s workers’ compensation program is established by Title 51 RCW.  The statute requires all employers to insure payment of benefits for job related injuries and diseases through the Workers’ Compensation Fund or through self-insurance.  Direct private insurance is not authorized, although self-insurers are permitted to reinsure up to 80 percent of their obligations through private insurers.

The Workers’ Compensation Fund is used to account for the workers’ compensation program which provides time-loss, medical, disability, and pension payments to qualifying individuals sustaining work-related injuries.  The main benefit plans of the workers’ compensation program are funded based on rates that will keep these plans solvent in accordance with recognized actuarial principles.  The supplemental pension cost-of-living adjustments (COLA) granted for time-loss and disability payments, however, are funded on a pay-as-you-go basis.  By statute, the state is only allowed to collect enough revenue to fund the current COLA payments.


The Workers’ Compensation Fund establishes claims liabilities based on estimates of the ultimate cost of claims (including future claim adjustment expenses) that have been reported but not settled, and of claims that have been incurred but not reported (IBNR).  The length of time for which such costs must be estimated varies depending on the coverage involved.  Because actual claims costs depend on such complex factors as inflation, changes in doctrines of legal liabilities, claims adjudication, and judgments, the process used in computing claims liabilities does not necessarily result in an exact amount.  Claims liabilities are recomputed periodically using a variety of actuarial and statistical techniques to produce current estimates that reflect recent settlements, claim frequency, and other economic, legal, and social factors.  A provision for inflation in the calculation of estimated future claim costs is implicit 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 claims liabilities are charged or credited to expense in the periods in which they are made.


Risk Management


Washington State operates a risk management liability program pursuant to RCW 4.92.130.  The state manages its tort claims as an insurance business activity rather than a general governmental activity.  The state’s policy is generally not to purchase commercial insurance for the risk of losses to which it is exposed.  Instead, the state management believes it is more economical to manage its risks internally and set aside assets for claims settlement in an Internal Service Fund.  A limited amount of commercial insurance is purchased for employee bonds and to limit the exposure to catastrophic losses.  Otherwise, the risk management liability program services all claims against the state for injuries and property damage to third parties.  The majority of state funds and agencies participate in the risk management liability program in proportion to the anticipated exposure to liability losses.

State Employees’ Insurance


The state’s health care benefits program is funded through contributions from employees and a per capita amount determined annually by the Legislature and allocated to state agencies.  The allocation represents a composite rate that funds all programs except for the portion contributed by employees.  The Health Care Authority, as administrator of the health care benefits program, collects this monthly “premium” from agencies for each active employee enrolled in the program.  The program also covers employees on extensions of coverage and retirees who self-pay their insurance premiums.


The state self insures or internally manages the risk of loss for the Uniform Medical Plan. Twenty-six percent of eligible subscribers were enrolled in this health care plan in Fiscal Year 1998.  Claims are paid from premiums collected, and claims adjudication is contracted through a third-party administrator.  Considerations in calculating liabilities include frequency of claims, administrative costs, industry inflation trends, advances in medical technology, and other social and economic factors.  Liabilities include an amount for claims incurred but not reported.

M.  Interfund Activities

Quasi-external transactions are accounted for as revenues, expenditures, or expenses.  Transactions that constitute reimbursements to a fund for expenditures/expenses initially made from it that are properly applicable to another fund, are recorded as expenditures/expenses in the reimbursing fund and as reductions of expenditures/expenses in the fund that is reimbursed.

All interfund transactions, except quasi-external transactions and reimbursements, are reported as transfers.  Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity transfers.  All other interfund transfers are reported as operating transfers.

N.  Totals (Memorandum Only) Columns


Totals columns on the general purpose financial statements are captioned “memorandum only” to indicate that they are presented only to facilitate financial analysis.  

The data in these columns does not present financial position, results of operations, or cash flows in conformity with generally accepted accounting principles.  Furthermore, this data is not comparable to a consolidation as interfund eliminations have not been made in the aggregation of this data.
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Note 2 - Budgetary Accounting, Reporting, and Compliance

A.  Biennial Budget

Budgeted amounts reported on the accompanying Combined Statement of Revenues, Expenditures, and Other Financing Sources (Uses) - Budget and Actual - All Governmental Fund Types (“Governmental Budgetary Statement”) include approved appropriations for the 1997-1999 Biennium.

The following schedule details the approved budget by fund type (expressed in thousands):
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Debt

Capital

Totals

General

Revenue

Service

Projects

(Memo Only)

Legislative Appropriations:

Original

$  27,438,015

$  4,833,614

$  1,333,513

$  1,763,464

$  35,368,606

Supplemental 

237,331

130,441

1,991

(162,471)

207,292

Total Legislative Appropriations

$  27,675,346

$  4,964,055

$  1,335,504

$  1,600,993

$  35,575,898


B.  Reconciliation of Governmental Budgetary Statement to Governmental Operating Statement

The following is a reconciliation for Excess of Revenues and Other Sources Over (Under) Expenditures and Other Uses for all governmental fund types between the “Governmental Budgetary Statement” and the Combined Statement of Revenues, Expenditures, and Changes in Fund Balance - All Governmental Fund Types (“Governmental Operating Statement”).

Certain transactions appear on the “Governmental Operating Statement” and not on the “Governmental Budgetary Statement,” or conversely, appear on the “Governmental Budgetary Statement” and not on the “Governmental Operating Statement.” Also, certain transactions appear differently on the “Governmental Operating Statement” and the “Governmental Budgetary Statement.”  These transactions are reconciled as detailed below:

BASIS ADJUSTMENTS - Loan disbursements/receipts are budgeted items and appear on the “Governmental Budgetary Statement.”  However, they do not appear on the “Governmental Operating Statement” because they represent increases/decreases of loan receivables and appropriately appear on the Combined Balance Sheet.  Certain operating transfers are budgeted as expenditures to allow the exercise of budgetary control.  These operating transfers are reflected as expenditures on the “Governmental Budgetary Statement” in accordance with approved appropriations, but they are reflected as operating transfers on the “Governmental Operating Statement.”

ENTITY ADJUSTMENTS - Certain funds designated as nonappropriated by the Legislature, resources collected and distributed to other governments, federal surplus food commodities, food stamp benefits, and notes and capital lease proceeds/acquisitions are not appropriated and do not appear on the “Governmental Budgetary Statement.”  Portions of the difference in the Excess of Revenues and Other Sources Over (Under) Expenditures and Other Uses between the accompanying “Governmental Budgetary Statement” and the “Governmental Operating Statement” can be caused by the funds designated as nonappropriated by the Legislature, and by expending note proceeds received in prior fiscal periods.  The other entity adjustments do not cause differences in those statements because offsetting revenues and expenditures are excluded from the “Governmental Budgetary Statement” in each case.

The following schedule details the reconciling items between the “Governmental Budgetary Statement” and the “Governmental Operating Statement”  by governmental fund type (expressed in thousands):
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Debt

Capital

Totals

General

Revenue

Service

Projects

(Memo Only)

Excess of Revenues and Other Sources Over (Under)

  Expenditures and Other Uses (Budgetary Basis) 

  for the Fiscal Year Ended June 30, 1998

$  322,571

$   1,891

$   3,205

$216,529

$  544,196

Basis Adjustments:

Loan disbursements

68,905

3,239

-

-

72,144

Loan receipts

(36,222)

(437)

-

-

(36,659)

Current expenditures

538,211

369

(467,405)

-

71,175

Operating transfers (net)

(538,211)

(369)

467,405

-

(71,175)

Entity Adjustments:

Revenues of nonappropriated funds

21,942

1,523,450

4,441

30,839

1,580,672

Expenditures of nonappropriated funds

(11,118)

(1,428,850)

-

(34,922)

(1,474,890)

Revenues collected for other governments

414,831

244,818

-

-

659,649

Revenues distributed to other governments

(414,831)

(244,818)

-

-

(659,649)

Revenues attributable to federal surplus

   food commodities and food stamps 

354,949

(4,019)

-

-

350,930

Noncash commodities and food stamps issued

(354,949)

4,019

-

-

(350,930)

Capital leases proceeds

-

1,533

-

-

1,533

Note proceeds

2,022

9,192

-

4,394

15,608

Noncash capital acquisitions

(2,022)

(9,935)

-

(3,171)

(15,128)

Excess of Revenues and Other Sources Over (Under)

  Expenditures and Other Uses (GAAP Basis)

  for the Fiscal Year Ended June 30, 1998

$  366,078

$  100,083

$  7,646

$  213,669

$  687,476


C.  Budget Overexpenditures

Appropriations are legal limitations on agency expenditures subject to available fund balances.  The biennial appropriation bill authorizes bond debt service expenditures in an amount sufficient to meet financing needs.  There are no overexpenditures of appropriations on the accompanying “Governmental Budgetary Statement.”  Further, there are no overexpenditures of appropriations at the legal level of control for the 1997-1999 Biennium-to-Date for annual appropriations ending June 30, 1998.  
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Note 3 - Accounting and Reporting Changes
Fund equity at July 1, 1997 has been restated as follows (expressed in thousands):
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Capital

Internal 
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Revenue
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Enterprise

Service

Trust

(Memo Only)

Fund equity at July 1, 1997,

  as previously reported

$ 2,020,589

$ 1,520,451

$ 80,157

$  (10,165)

$  (2,866,339)

$ 268,111

$ 35,560,909

$ 36,573,713

Prior period adjustments

-

-

-

-

4,644

-

  10,913

15,557

Equity transfer

  (2,347)

  2,347

-

-

-

-

-

-

Accounting policy changes

(25)

39,931

-

-

277,902

-

3,306,583

3,624,391

Fund equity as restated,

  July 1, 1997

$  2,018,217

$  1,562,729

$  80,157

$  (10,165)

$  (2,583,793)

$  268,111

$  38,878,405

$  40,213,661


A.  Changes Affecting Equity

Prior Period Adjustments

The Department of Corrections recorded a prior period adjustment in the Institutional Fund, which is an Enterprise Fund.  This $216 thousand adjustment reduced the inventory balance to the proper level.

The University of Washington recorded a prior period adjustment in the Student Services Fund, which is also an Enterprise Fund.  The $4.9 million adjustment properly records the Law School Foundation as a component unit.

The Department of General Administration recorded a prior period adjustment in the Miscellaneous Trust Fund, an Expendable Trust Fund.  The adjustment reduces a short-term liability accumulated as a result of prior year accrual activity recorded in error.

Equity Transfer

The state restated fund equity as a result of a law passed by the State Legislature which became effective for Fiscal Year 1998.  The law transferred an activity from the General Fund to the Central Administrative and Regulatory Fund, which is a Special Revenue Fund.

Accounting Policy Changes

Fund equity was restated as a result of the state’s implementation of Statement No. 31 of the Governmental Accounting Standards Board, “Accounting and Financial Reporting for Certain Investments and for External Investment Pools.”  In compliance with Statement No. 31, the state now reports certain short-term investments as well as participating interest earning investments at amortized cost.  Investments in the state’s Local Government Investment Pool (LGIP), an external investment pool operated in a manner consistent with the SEC’s Rule 2a-7 of the Investment Company Act of 1940, are reported at amortized cost.  All other investments are reported at fair value.  Changes in fair value are reported as investment income(loss).  Implementation of Statement No. 31 resulted in reclassification of the state’s LGIP from an Agency Fund to an Investment Trust Fund.

The state also implemented Statement No. 32 of the Governmental Accounting Standards Board, “Accounting and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans.”  Implementation of Statement No. 32 resulted in reclassification of the state’s Deferred Compensation Fund from an Agency Fund to an Expendable Trust Fund. 

B. Changes Affecting Classification

Expenditures totaling $233.1 million in the Motor Vehicle and Transportation Funds, both Special Revenue Funds, have been functionally reported as transportation rather than as general government, as in prior years.  The change was made to more accurately reflect the nature of the expenditures.
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Note 4 - Deposits and Investments
At fiscal year end, the carrying amount of Washington’s cash and investments was $61.6 billion.  Total cash and investments as of June 30, 1998 amounted to $61.8 billion, including cash from outstanding checks and warrants.  Of this amount, cash on hand amounted to $50.1 million, deposits with financial institutions amounted to $1.2 billion, and deposits in the federal Unemployment Trust Fund amounted to $1.5 billion.  The remaining $59.0 billion represented the total carrying amount of investments.

Deposits by type, at June 30, 1998, are as follows (expressed in thousands):
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DEPOSITS - At fiscal year end, 48.6 percent of the state’s deposits with financial institutions were either insured or collateralized, the remaining 51.4 percent were uninsured/uncollateralized.  The state’s insured deposits are covered by the Federal Deposit Insurance Corporation (FDIC).  Collateral protection is provided by the Washington Public Deposit Protection Commission (PDPC).  The PDPC (established under Chapter 39.58 of the Revised Code of Washington) constitutes a multiple financial institution collateral pool.  Pledged securities under the PDPC collateral pool are held by the PDPC’s agent in the name of the collateral pool.

INVESTMENTS - The State Investment Board and the Office of the State Treasurer manage approximately 93 percent of the state’s investing activity.  Management responsibilities and investment instruments as authorized by statute follow.

STATE INVESTMENT BOARD (SIB) - Statute designates SIB as having investment management responsibility for pension funds, the Workers’ Compensation Fund, permanent funds (established at statehood), and other specific funds.  During Fiscal Year 1998, SIB also received statutory authority for investment management of Deferred Compensation plan assets, Teachers Retirement System Plan 3 defined contribution assets, and the Advanced College Tuition Payment fund.  Pursuant to statute (Chapter 43.33A RCW) and SIB policy, SIB is authorized and invests in the following:  Treasury Bills; discount notes; repurchase agreements; reverse repurchase agreements; banker’s acceptances; commercial paper; guaranteed investment contracts; U.S. Government and Agency (government sponsored corporations eligible for collateral purposes at the Federal Reserve) securities; nondollar bonds; investment grade corporate bonds; publicly traded mortgage-backed securities; privately placed mortgages; private placements of corporate debt; U.S. and foreign common stock; U.S. preferred stock; convertible securities; private equity including but not limited to investment partnerships for venture capital, leveraged buy-outs, real estate, or other forms of private equity including but not limited to investment corporations, partnerships, and limited liability companies for venture capital, leveraged buy-outs, real estate, or other forms of private equity; asset backed securities; and derivative securities including futures, options, options on futures, forward contracts, and swap transactions.

The SIB is authorized to utilize various derivative financial instruments, including mortgage-backed securities, financial futures, forward contracts, interest rate and equity swaps, and options, to manage its exposure to fluctuations in interest and currency rates while increasing portfolio returns.  Derivative transactions involve, to varying degrees, market and credit risk.  SIB mitigates market risks arising from derivative transactions by requiring collateral in cash and investments to be maintained equal to the securities positions outstanding, and thereby prohibiting the use of leverage or speculation.  Credit risks arising from derivative transactions are mitigated by selecting and monitoring creditworthy counterparties and collateral issuers.

Consistent with the SIB authority to invest in derivatives, international active equity managers may make limited investment in financial futures, forward contracts or other derivative securities to manage exposure to currency rate risk and equitize excess cash holdings.  No such derivative securities were held as of June 30, 1998.  Domestic and foreign passive equity index fund managers may also utilize various derivative securities to manage exposure to risk and increase portfolio returns.  Information on the extent of the use, and holdings of derivative securities by passive equity index fund managers is unavailable.  At June 30, 1998, the only derivative securities held directly by SIB were collateralized mortgage obligations of $3.9 billion.

Investments are presented at fair value.  The fair value of investments is based on published market prices and quotations from major investment brokers at current exchange rates, as available.  Privately held mortgages have been valued at cost which approximates fair market value.  The fair value of real estate investments has been estimated based on independent appraisals.  Venture capital and leveraged buy-out investments are determined by independent investment advisors based on analysis of the audited financial statements of the underlying partnerships.  The pension funds have no investments of any commercial or industrial organization whose market value exceeds 5 percent or more of each plan’s net assets.

State law and Board policy permit the SIB to participate in securities lending transactions.  The Board has entered into agreements with State Street Bank and Trust and The Northern Trust Company to act as agents for the SIB in securities lending transactions.  As State Street Bank and Trust is the custodian bank for the SIB, it is a counterparty to securities lending transactions.  Therefore, all cash collateral reinvested by State Street Bank and Trust is reflected as Category 3 for custodial credit risk disclosure purposes.

Securities were loaned and collateralized by the SIB’s agents with cash and U.S. government securities (exclusive of mortgage backed securities and letters of credit), and irrevocable letters of credit.  When the loaned securities were denominated in United States dollars, where securities whose primary trading market was located in the United States or were sovereign debt issued by foreign governments, the collateral requirement was 102 percent of the market value of the securities loaned.  When the loaned securities were not denominated in United States dollars or were securities whose primary trading market was not located in the United States, the collateral requirement was 105 percent of the market value of the loaned securities.   The collateral held and market value of securities on loan at June 30, 1998 were $2.5 and $2.4 billion, respectively.

During Fiscal Year 1998, securities lending transactions could be terminated on demand by either the SIB or the borrower.  The average term of overall loans was 11 days.

Cash collateral was invested by the SIB’s agents in securities issued or guaranteed by the U.S. government, the SIB’s short-term investment pool (average weighted maturity of 34 days), or term loans.  Because the securities lending agreements were terminable at will, their duration did not generally match the duration of the investments made with the cash collateral.  Noncash collateral could not be pledged or sold absent borrower default.  There are no restrictions on the amount of securities that can be lent.

Securities were loaned with the agreement that they would be returned in the future for exchange of the collateral.   State Street Bank and Trust indemnified the SIB by agreeing to purchase replacement securities or return the cash collateral in the event a borrower failed to return the loaned securities or pay distributions thereon.  The Northern Trust Company’s responsibilities included performing appropriate borrower and collateral investment credit analyses, demanding adequate types and levels of collateral, and complying with applicable federal regulations concerning securities lending. 

During Fiscal Year 1998, there were no significant violations of legal or contractual provisions nor failures by any borrowers to return loaned securities or to pay distributions thereon.  Further, the SIB incurred no losses during Fiscal Year 1998 resulting from a default by either the borrowers or the securities lending agents.

OFFICE OF THE STATE TREASURER (OST) - The OST operates the state’s Cash Management Account for investing cash in excess of daily requirements.  Statute authorizes the OST to buy and sell the following types of instruments:  U.S. government and agency securities, banker’s acceptances, and certificates of deposit with qualified public depositories.  Securities underlying repurchase and reverse repurchase agreements are limited to those stated above.

The OST has statutory authority to lend its securities to broker-dealers and other entities with a simultaneous agreement to return the collateral for the same securities in the future.  The OST has contracted with a third-party securities lending agent (“agent”) to lend the OST’s U.S. government and agency securities portfolio.  The agent lends securities for collateral in the form of cash or other securities at 102 percent of the loaned securities value.  The collateral for the loans is maintained at 102 percent. 

At June 30, 1998, OST has no credit risk exposure to borrowers because the amounts the OST owes the borrowers exceed the amounts that the borrowers owe the OST.  The contract with the agent requires it to indemnify the OST if the borrowers fail to return the securities (and if the collateral is inadequate to replace the securities lent) or if the borrower fails to pay OST for income distributions by the securities’ issuers while the securities are on loan.

All securities loans can be terminated on demand by either the OST or the borrower.  Cash collateral is invested in accordance with the investment guidelines approved by the OST.  The OST cannot pledge or sell collateral securities received unless the borrower defaults.  Generally, the maturity of the securities on loan is matched with the term of the investment of the cash collateral.

During Fiscal Year 1998, there were no violations of legal or contractual provisions nor any losses resulting from a default by either the borrowers or the securities lending agent.

INVESTMENT ACTIVITY - The state’s investments are categorized below per GASB Statement No. 3 to give an indication of the level of risk assumed at year end.  Category 1 includes investments that are insured, registered, or held by the state or its agent in the state’s name.  Category 2 includes uninsured and unregistered investments which are held by the counterparties’ trust departments or agents in the state’s name.  Category 3 includes uninsured and unregistered investments held by counterparties, or their trust departments or agents, but not in the state’s name.

Investments at June 30, 1998, by investment type, are listed below (expressed in thousands):
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            Total

GASB Categories

           Carrying

           Market

Investment Type

                1

             2

               3

           Amount

            Value

Corporate bonds

$    10,467,055

$    195

$    15,048

$    10,482,298

$    10,482,298

Corporate stocks

556,220

285

16

556,521

538,870

Government securities - domestic

2,686,368

3,945

1,422

2,691,735

2,690,867

Government bonds - foreign

49,897

-

-

49,897

49,897

Collateralized mortgage obligations

3,909,790

868

136

3,910,794

3,910,767

Repurchase agreements

2,743,611

7,354

45,000

2,795,965

2,796,035

Short-term securities

32,540

-

-

32,540

32,540

Zero coupon bonds

583,381

-

-

583,381

583,381

Asset backed securities

1,046,521

-

-

1,046,521

1,046,521

Commercial paper

1,791,577

-

25,724

1,817,301

1,817,345

Discount notes

1,472,795

-

135,596

1,608,391

1,608,391

Bankers' acceptances

15,392

-

7

15,399

15,466

$  25,355,147

$  12,647

$  222,949

25,590,743

25,572,378

Mutual funds

23,159,881

23,162,085

Investments on loan

3,513,343

3,513,343

Leveraged buy-outs

2,481,892

2,481,892

Mortgages

1,424,159

1,424,109

Real estate

1,688,437

1,766,831

Short-term investment funds

68,093

68,093

Venture capital

805,015

805,015

Guaranteed investment contracts

287,938

287,938

Total Investments

$  59,019,501

$  59,081,684


Repurchase agreements are collateralized at 102 percent.  The collateral is priced daily and held by the state’s agent in the state’s name.  Repurchase agreements outstanding as of June 30, 1998 are typical of the level of activity during the year.

State law permits the state to enter into reverse repurchase agreements, that is, a sale of securities with a simultaneous agreement to repurchase them in the future at the same price plus a contract rate of interest.  The market value of the securities underlying reverse repurchase agreements normally exceeds the cash received, providing the dealers a margin against a decline in market value of the securities.  If the dealers default on their obligations to resell these securities to the state or provide securities or cash of equal value, the state would suffer an economic loss equal to the difference between the market value plus accrued interest of the underlying securities and the agreement obligation, including accrued interest.  There were no  reverse repurchase agreement liabilities outstanding as of June 30, 1998.

The SIB has entered into a number of agreements that commit the state, upon request, to make additional investment purchases up to a stated amount.  As of June 30, 1998, the state had the following unfunded investment commitments (expressed in thousands):

	 Leveraged buy-outs
	$     591,523

	 Venture capital
	    2,058,644

	 Real estate
	       251,177
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Note 5 - Receivables and Deferred Revenues

A.  Taxes Receivable

Taxes Receivable at June 30, 1998 consisted of the following (expressed in thousands):


[image: image22.wmf]  Special

   Debt

Capital

Internal

Trust &

Totals

Taxes Receivable

 General

 Revenue

 Service

Projects

Enterprise

 Service

 Agency

(Memo Only)

Property

$     669,515

$         -

$         -

$         -

$          -

$         -

$         -

$     669,515

Sales

937,623

11,159

-

-

-

-

-

948,782

Business and occupation

426,464

-

-

-

-

-

-

426,464

Excise

-

-

-

-

-

-

-

-

Estate

10,165

-

-

-

-

-

-

10,165

Fuel

-

375

-

-

-

-

-

375

Other

46,780

1,480

-

-

-

-

-

48,260

Subtotals

2,090,547

13,014

-

-

-

-

-

2,103,561

Less:  Allowance for 

   uncollectible receivables

49,819

34

-

-

-

-

-

49,853

Total Taxes Receivable

$  2,040,728

$  12,980

$         -

$         -

$         -

$         -

$         -

$  2,053,708


B.  Other Receivables

Other Receivables at June 30, 1998 consisted of the following (expressed in thousands):
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Debt

Capital

Internal

Trust &

Totals

Other Receivables

General

Revenue

Service

Projects

Enterprise

Service

Agency

(Memo Only)

Public assistance receivables

$   1,303,106

$   203

$      -

$         -

$              -

$            -

$      3,357

$  1,306,666

Accounts receivable

21,177

86,355

59

986

479,882

4,901

3,647

597,007

Interest receivable

15

7,677

-

-

99,031

155

190,114

296,992

Loans receivable

2,225

612

-

-

-

-

333,923

336,760

Long-term contracts

116,430

91,222

-

10,741

-

-

25,808

244,201

Miscellaneous receivables

31,425

18,571

-

-

88,166

415

187,579

326,156

Subtotals

1,474,378

204,640

59

11,727

667,079

5,471

744,428

3,107,782

Less:  Allowance for

    uncollected receivables

1,174,370

7,871

7

8

69,158

263

61,539

1,313,216

Total Other Receivables

$     300,008

$  196,769

$  52

$  11,719

$  597,921

$  5,208

$  682,889

$  1,794,566


Note:     Public assistance receivables mainly represent amounts owed the state as a part of the Support Enforcement Program at the Department of Social and Health Services for the amounts due from persons required to pay support for individuals currently on state assistance, and have a low realization expectation.  Accordingly, the receivable is offset by a large allowance for uncollectible receivables.

C.  Deferred Revenues

Deferred Revenues at June 30, 1998 consisted of the following (expressed in thousands):
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    Debt

Capital

Internal

Totals

Deferred Revenues

 General

  Revenue

  Service

Projects

Enterprise

 Service

Trust

(Memo Only)

Property taxes

$  649,468

$            -

$        -

$            -

$            -

$           -

$             -

$  649,468

Other taxes

288,397

164

-

-

495

-

-

289,056

Timber sales

116,454

87,795

-

10,742

-

-

25,808

240,799

Charges for services

4,550

16,854

-

37

27,529

4,493

4,048

57,511

Food stamps

133,007

-

-

-

-

-

133,007

Donable goods

5,961

-

-

-

-

-

-

5,961

Miscellaneous

68,254

91,752

-

59

12,359

607

138,572

311,603

Total Deferred Revenues

$  1,266,091

$  196,565

$        -

$  10,838

$  40,383

$  5,100

$  168,428

$  1,687,405

 


Note 6 - Interfund Balances
The following balances at June 30, 1998 represent due from/to balances among all funds and state agencies (expressed in thousands):
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Fund

Due From

Totals

Due To

Totals

General

General Fund

$  130,645

$  498,353

Special Revenue

Motor Vehicle Fund

$   11,691

$  18,680

Transportation Fund

3,462

5,470

State Wildlife Fund

3,090

4,142

Common School Construction Fund

39,933

84

Central Administrative and Regulatory Fund

12,641

6,002

Human Services Fund

18,289

7,704

Natural Resources Fund

15,932

15,898

Higher Education Fund

60,203

165,241

16,830

74,810

Debt Service

General Obligation Bond Fund

1,498

-

Transportation Bond Fund

219

1,717

-

-

Capital Projects

State Facilities Fund

93,236

87,614

Higher Education Facilities Fund

1,810

95,046

15,516

103,130

Total Governmental Funds

392,649

676,293

Enterprise

Liquor Fund

2

3,641

Workers' Compensation Fund

1,834

6,246

Convention and Trade Fund

1,683

19,355

Lottery Fund

15,393

608

Institutional Fund

5,590

182

State Ferry Fund

959

941

Student Services Fund

8,281

19,331

Other Activities Fund

50

33,792

34

50,338

Internal Service

Central Services Fund

17,270

1,706

Central Stores Fund

890

196

Equipment Revolving Fund

8,097

2,313

Data Processing Revolving Fund

17,429

1,339

Printing Services Fund

5,344

56

Motor Transport Fund

2,250

800

State Employees' Insurance Fund

2,617

2,573

Risk Management Fund

159

33

Higher Education Revolving Fund

6,280

60,336

12,786

21,802

Total Proprietary Funds

94,128

72,140

Total Governmental and Proprietary Funds

486,777

748,433


Continued on next page
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Fund

Due From

Totals

Due To

Totals

Totals from previous page

486,777

748,433

Trust and Agency:

Expendable Trust

Human Services Trust Fund

4,993

3,406

Higher Education Trust Fund

2,014

5,935

Deferred Compensation Trust Fund

340

6,567

Miscellaneous Trust Fund

13,797

2,637

Nonexpendable Trust

Higher Education Endowment Fund

1,177

123,314

Common School Permanent Fund

-

937

Pension Trust

Public Employees' Plan 1 Fund

1,971

110

Public Employees' Plan 2 Fund

15

1,965

Teachers' Plan 1 Fund

817

53

Teachers' Plan 2 Fund

11

804

Teachers' Plan 3 Fund

-

-

L.E.O.F.F Plan 1 Fund

9

14

L.E.O.F.F Plan 2 Fund

5

13

Washington State Patrol Fund

1

-

Judicial Defined Benefit Fund

2

-

Judicial Defined Contribution Fund

6,306

-

Judges Fund

17

-

Volunteer Fire Fighters' Fund

2,000

-

Local Government Investment Pool

-

31

Agency

Clearing Fund

281

35

Suspense Fund

5,092

7,545

Local Government Distributions Fund

276,467

17

Pooled Investments Fund

148,410

463,725

48,686

202,069

Total Due From and To Other Funds

$  950,502

$  950,502
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Note 7 - Fixed Assets
A.  General Fixed Assets

The following is a summary of changes in the General Fixed Assets Account Group during Fiscal Year 1998 (expressed in thousands):
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Balances

General Fixed Assets

July 1, 1997

        Additions

     Deletions

June 30, 1998

Land

$    903,862

$    28,180

$    2,579

$    929,463

Buildings

3,803,631

443,597

22,071

4,225,157

Accumulated depreciation

(1,089,567)

31,427

124,534

(1,182,674)

Net buildings

2,714,064

3,042,483

Furnishings and equipment

769,644

109,646

71,083

808,207

Accumulated depreciation

(534,867)

31,592

71,191

(574,466)

Net furnishings and equipment

234,777

233,741

Other improvements and miscellaneous

923,903

72,501

3,117

993,287

Accumulated depreciation

(120,108)

85

18,595

(138,618)

Net other improvements and miscellaneous

803,795

854,669

Construction in progress

610,089

119,541

278,009

451,621

Total General Fixed Assets

$    5,266,587

$    5,511,977


The following summarizes the funding source of the investment in General Fixed Assets as of June 30, 1998 (expressed in thousands):
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General

$    1,605,844

Special revenue

795,866

Capital projects

3,079,656

Expendable trust

30,611

Total General Fixed Assets

$    5,511,977


B.  Proprietary Fixed Assets

The following is a summary of proprietary and nonexpendable trust fund fixed assets at June 30, 1998 (expressed in thousands):
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Nonexpendable

Fixed Assets

Enterprise

Service

Trust

Land

$    31,605

$    1,283

$    45

Buildings

899,099

36,685

-

Accumulated Depreciation

(281,050)

(5,949)

-

Net Buildings

618,049

30,736

-

Furnishings and Equipment

720,590

465,834

-

Accumulated Depreciation

(299,611)

(273,175)

-

Net Furnishings and Equipment

420,979

192,659

-

Other Improvements and Miscellaneous

169,348

15,114

-

Accumulated Depreciation

(50,662)

(8,017)

-

Net Other Improvements and Miscellaneous

118,686

7,097

-

Construction in Progress

318,776

10,796

-

Total Fixed Assets

$    1,508,095

$    242,571

$    45


C.  Construction in Progress

Other major construction commitments of the state at June 30, 1998 are as follows (expressed in thousands):
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Remaining

Construction

Project 

Agency/Project Commitments

In Progress

Commitments

Department of General Administration:

     Various projects

$    72,718

$    29,013

Military Department:

     Emergency Operation Center and other projects

11,398

-

                    

 

Department of Social and Health Services:

     State hospital and juvenile rehabilitation renovations and other projects

24,976

98,091

Department of Corrections:

     Correctional centers construction, improvements and other projects

80,104

636,362

Department of Transportation:

     Maintenance facilities, ferry vessels, and terminals

294,463

140,064

State Convention and Trade Center

     Various projects

26,684

-

Higher Education Facilities:

     University of Washington

129,956

513,692

     Washington State University

26,159

111,206

     Eastern Washington University

14,057

680

     Central Washington University

28,231

7,904

     Western Washington University

25,895

28,106

     Community and Technical Colleges

29,762

77,405

Other Agency Miscellaneous Projects

16,790

25,573

Total Construction in Progress

$    781,193

$    1,668,096


Note 8 - Bonds Payable
A.  General Information

Bonds payable at June 30, 1998 consisted of bonds issued by the state of Washington and accounted for in the General Long-Term Obligations Account Group, and certain state agency bonds accounted for in proprietary funds.  A detailed schedule of bonds issued and outstanding and those proprietary bonds accounted for by the State Treasurer are presented in the Washington State Treasurer’s Annual Report for 1998.  A copy of the report is available from the Office of the State Treasurer, PO Box 40200, Olympia, Washington  98504-0200, Phone Number (360) 753-7130 or TDD (360) 902-8963.

The State Constitution and enabling statutes authorize the incurrence of state general obligation debt, to which the state’s full faith, credit, and taxing power are pledged, either by the Legislature or by a body designated by statute (presently the State Finance Committee).  Legislative authorization arises from an affirmative vote of 60 percent of both legislative houses without voter consent, or from an affirmative vote of more than 50 percent of both legislative houses and a majority of the voters voting thereon.  State Finance Committee debt authorization does not require voter approval; however, it is limited to providing for:  

(1) temporary deficiencies in the State Treasury (must be discharged within 12 months of the date of incurrence);  (2) appropriations already made by the Legislature; or (3) refunding of outstanding obligations of the state.

Debt authorized in the preceding procedures is generally limited by the State Constitution and current statutes.  The limitations prohibit the issuance of new debt if it would cause the maximum annual debt service, on all thereafter outstanding general obligation debt, to exceed a specified percentage of the arithmetic mean of general state revenues for the preceding three fiscal years.  These limitations are on the incurrence of new debt, not on the amount of debt service which may be paid by the state in future years.

As certified by the State Treasurer, the maximum debt authorization subject to limitation for Fiscal Year 1998 was $4.6 billion, under the then current constitutional and statutory limitation.  This computation excludes specific bond issues and types which are not secured by general state revenues.  Based on the debt limitation calculation, the debt service requirements as of June 30, 1998 did not exceed the authorized debt service limitation.

B.  Schedule of Bonds Payable

A schedule of bonds payable by fund type as of June 30, 1998 is as follows (expressed in thousands):


[image: image32.wmf]  General L.T.

Internal

  Obligations

Bonds Payable

   Enterprise

Service

  Account Group

    Totals

Matured bonds payable

$     18,960

$         -

$                 -

$        18,960

Bonds payable

380,000

-

6,455,064

6,835,064

Total Bonds Payable

$  398,960

$         -

$  6,455,064

$  6,854,024

General obligation (GO) bonds

$  219,380

$         -

$  6,148,710

$  6,368,090

GO - zero interest rate bonds (principal)

31,024

-

206,398

237,422

GO - zero interest rate bonds (accreted interest)

2,064

-

97,696

99,760

Limited obligation bonds

-

-

2,260

2,260

Revenue bonds

146,492

-

146,492

Total Bonds Payable

$  398,960

$         -

$  6,455,064

$  6,854,024


C.  General Obligation Bonds

General obligation bonds have been authorized and issued primarily to provide funds for acquisition and construction of capital facilities for public and common schools, higher education, public and mental health, corrections, conservation, and maintenance and construction of highways, roads, and bridges.  The state has also issued bonds for assistance to municipalities for construction of water and sewage treatment facilities and corrections facilities.  In addition, bonds are authorized and issued to provide for the advance refunding of general obligation bonds outstanding.

Total debt service requirements for general obligation bonds to maturity as of June 30, 1998 are as follows (expressed in thousands):
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        Principal

        Interest

         Totals

By Fiscal Year:

1999

$      332,186

$      338,950

$      671,136

2000

347,776

323,971

671,747

2001

350,684

306,296

656,980

2002

365,704

286,526

652,230

2003

322,988

267,740

590,728

2004-2008

1,568,707

1,068,179

2,636,886

2009-2013

1,257,789

645,566

1,903,355

2014-2018

1,224,841

324,506

1,549,347

Thereafter

597,415

66,415

663,830

Total Debt Service Requirements

$  6,368,090

$  3,628,149

$  9,996,239


General obligation bonds outstanding and bonds authorized but unissued at June 30, 1998 are as follows (expressed in thousands):
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   Authorized

Purpose

Interest Rates

    Amounts

   but  Unissued

School building construction

3.00% to 8.80%

$      187,505

$      713

Higher education

3.58% to 8.45%

186,955

80,705

Institutional and public buildings

2.25% to 6.83%

122,645

-

Highways

3.00%  to 12.00%

1,059,080

813,970

Administrative buildings

3.42% to 7.04%

67,595

-

General - Fixed

3.00%  to 12.00%

4,547,910

1,800,024

General - Variable

Variable*

196,400

400,000

Totals

$  6,368,090

$  3,095,412

* For Fiscal Year 1998, rate varied between 2.95 and 4.05 percent, for an average of 3.55 percent.


D.  Zero Interest Rate General Obligation Bonds

Zero interest rate general obligation bonds have been authorized and issued primarily to provide funds for acquisition and construction of public administrative buildings and facilities, and capital facilities for public and common schools and higher education.

Total debt service requirements for zero interest rate general obligation bonds to maturity as of June 30, 1998 are as follows (expressed in thousands):
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   Principal

   Interest

    Totals

By Fiscal Year:

1999

$     12,709

$     7,207

$       19,916

2000

16,385

10,901

27,286

2001

16,533

13,350

29,883

2002

18,186

12,534

30,720

2003

14,914

13,670

28,584

2004-2008

67,080

91,006

158,086

2009-2013

46,950

103,662

150,612

2014-2018

35,551

74,664

110,215

Thereafter

9,114

23,411

32,525

Total Debt Service Requirements

$  237,422

$  350,405

$  587,827


Zero interest rate general obligation bonds outstanding and bonds authorized but unissued at June 30, 1998 are as follows (expressed in thousands): 
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Authorized   

Purpose

Interest Rates

                   Amounts

but  Unissued

School building construction

3.00% to 8.80%

$   69,016

$               -

Other public buildings

5.83% to 7.10%

31,024

-

Higher education

3.35% to 10.75%

15,327

-

General

2.25% to 6.75%

122,055

-

Totals

$  237,422

$               -


E.  Limited Obligation Bonds

Limited obligation bonds have been authorized and issued to provide funds for public school plant facilities; state, county, and city arterials; and state capital buildings and facilities.  These bonds are payable primarily from dedicated revenue of the state’s motor vehicle fuel excise tax and other miscellaneous dedicated revenue generated from assets such as harbors and tidelands, parking, and land grants.

Total debt service requirements for limited obligation bonds to maturity at June 30, 1998 are as follows (expressed in thousands):
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    Principal

    Interest

     Totals

By Fiscal Year:

1999

$  1,090

$   134

$  1,224

2000

1,170

59

1,229

2001

-

-

-

2002

-

-

-

2003

-

-

-

2004-2008

-

-

-

2009-2013

-

-

-

2014-2018

-

-

-

Thereafter

-

-

-

Total Debt Service Requirements

$  2,260

$  193

$  2,453


Limited obligation bonds outstanding and bonds authorized but unissued at June 30, 1998 are as follows (expressed in thousands): 


[image: image38.wmf]Outstanding

Authorized  

Purpose

Interest Rates

Amounts  

but  Unissued

Administrative buildings

2.25% to 7.13%

$     2,260

$               -


F.  Revenue Bonds

Current state statutes empower certain state agencies to issue bonds that are not supported, or are not intended to be supported, by the full faith and credit of the state.  These bonds pledge income derived from acquired or constructed assets for retirement of the debt and payment of the related interest.

Revenue bonds issued by individual agencies are supported by fees and rentals assessed to users.  Issuing agencies include the University of Washington (housing, dining, and student facilities construction), Washington State University (housing, dining, parking, and student facilities construction), Eastern Washington University (housing, dining, and student facilities construction), Central Washington University (housing, dining, and student facilities construction), The Evergreen State College (housing and dining), Western Washington University (housing and dining), and various Community Colleges (housing, dining, and student facilities construction).

Total debt service requirements for revenue bonds to maturity at June 30, 1998 are as follows (expressed in thousands):
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    Principal

    Interest

     Totals

By Fiscal Year:

1999

$  5,842

$  7,938

$  13,780

2000

5,517

7,654

13,171

2001

5,953

7,374

13,327

2002

6,060

7,070

13,130

2003

5,761

6,722

12,483

2004-2008

26,418

29,342

55,760

2009-2013

30,662

21,589

52,251

2014-2018

31,282

12,013

43,295

Thereafter

28,997

4,451

33,448

Total Debt Service Requirements

$  146,492

$  104,153

$  250,645


Revenue bonds outstanding and bonds authorized but unissued at June 30, 1998 are as follows (expressed in thousands): 
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Authorized  

Purpose

Interest Rates

Amounts  

but  Unissued

Higher education - Student acitivities

4.03% to 4.67%

$     36,680

$     20

Higher education

3.65% to 5.44%

109,116

-

General

7.00% to 7.10%

696

-

Totals

$     146,492

$     20


G.  Defeased Bonds

When advantageous and permitted by statute or bond covenants, the State Finance Committee authorizes the advance refunding of outstanding bonds.  The net proceeds of each refunding issue are used to purchase U.S. Government securities that are placed in irrevocable trusts with escrow agents to provide for all future debt service payments on the refunded bonds.  As a result, the refunded bonds are considered to be defeased and the liability has been excluded from the state’s financial statements.

CURRENT YEAR DEFEASANCES

During the fiscal year ended June 30, 1998, the state issued the following bonds to advance refund various outstanding issues:

General Long-Term Obligations

On July 23, 1997, the state issued $124.8 million of Various Purpose General Obligation Refunding Bonds (Series R-98A) to advance refund $117 million of Various Purpose General Obligation Bonds.  The refunding was undertaken to take advantage of $16.7 million reduction in gross debt service savings over the next 18 years.  This refunding resulted in an economic gain of $8.8 million.
On June 10, 1998, the state issued $106.7 million of Various Purpose General Obligation Refunding Bonds (Series R-98B) to advance refund $103.8 million of Various Purpose General Obligation Bonds.  The refunding was undertaken to take advantage of $5.3 million in gross debt service savings over the next 18 years.  This refunding resulted in an economic gain of $6.4 million.

Proprietary Funds

On February 1, 1998, $17.2 million in Housing and Dining System Revenue and Refunding Bonds (Series 1998 A) were issued to advance refund $16.2 million in Housing and Dining Revenue Bonds (Series 1991 and 1992) accounted for in the Student Services Fund.  The net proceeds were used to purchased State and Local Government securities that were deposited in an irrevocable trust with an escrow agent to provide for all future debt service payments on the bonds.  This refunding resulted in an aggregate debt service decrease over the next 25 years of $2.3 million and an economic gain of $1.48 million.

PRIOR YEAR DEFEASANCES

State refunded and defeased bonded debt outstanding totaled $1.0 billion for general governmental bonded debt and $233 million for proprietary bonded debt as of June 30, 1998.

[image: image41.wmf]
Note 9 - Certificates of Participation
Current state law authorizes the state to enter into long-term financing contracts for the acquisition of real or personal property and for the issuance of certificates of participation in the contracts.  These certificates of participation do not fall under the general obligation debt limitations and are generally payable only from annual appropriations by the Legislature.  Other specific provisions could also impact the state’s obligation under certain agreements.  If the possibility of the state not meeting the terms of the agreement is considered remote, the certificate of participation is recorded for financial reporting purposes.

Total debt service requirements for certificates of participation to maturity as of June 30, 1998 are as follows (expressed in thousands):
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Real Estate

Totals

Certificates of Participation

Principal

Interest

Principal

Interest

Principal

Interest

By Fiscal Year:

1999

$  19,576

$  2,795

$       4,100

$     9,677

$    23,676

$    12,472

2000

15,081

1,964

6,095

9,397

21,176

11,361

2001

12,023

1,315

6,645

9,084

18,668

10,399

2002

7,924

795

7,385

8,727

15,309

9,522

2003

4,889

464

7,825

8,321

12,714

8,785

2004-2008

5,747

519

48,355

34,099

54,102

34,618

2009-2013

-

-

53,630

18,925

53,630

18,925

2014-2018

-

-

36,435

5,082

36,435

5,082

Thereafter

-

-

2,555

157

2,555

157

Total Debt Service Requirements

$  65,240

$  7,852

$  173,025

$  103,469

$  238,265

$  111,321
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Note 10 - Lease Commitments
The state leases land, office facilities, office and computer equipment, and other assets.  Although lease terms vary, most leases are subject to appropriation from the state Legislature to continue the obligation.  If the possibility of receiving no funding from the Legislature is remote, leases are considered noncancelable for financial reporting purposes.  Leases which represent acquisitions are classified as capital leases and the related assets and liabilities are recorded in the financial records at the inception of the lease.  Other leases are classified as operating leases with the lease payments recorded as expenditures or expenses during the life of the lease.  The total operating lease expenditures for Fiscal Years 1997 and 1998 were $231.9 million and $248.0 million, respectively.  The total lease expense for Fiscal Year 1998 was $256.7 million.

Future minimum lease commitments for noncancelable operating and capital leases as of June 30, 1998 are as follows:


[image: image44.wmf](expressed in thousands)

Capital Leases

General L.T.

Internal 

Obligations  

Operating

Enterprise

Service

Account   

Total   

Lease Commitments during Fiscal Years:

Leases  

Funds  

Funds  

Group    

All Leases

1999

$  62,901

$  278

$  585

$  952

$  64,716

2000

50,534

278

495

918

52,225

2001

37,683

246

393

718

39,040

2002

27,584

221

204

533

28,542

2003

19,381

212

34

479

20,106

Thereafter

36,854

1,053

-

1,917

39,824

Total Future Minimum Lease Commitments

$  234,937

2,288

1,711

5,517

$  244,453

Amounts representing executory and interest costs

690

152

1,340

Present Value of Future Minimum Lease Commitments

$  1,598

$  1,559

$  4,177


Note 11 - Claims and Judgments Payable
Claims and judgments payable is materially comprised of the three activities described below:  workers’ compensation, risk management, and state employees’ insurance.

A.  Workers’ Compensation

The following schedule represents changes in claim liabilities for the past two fiscal years for the fund’s two benefit plans:  Workers’ Compensation Basic Plan and Workers’ Compensation Supplemental Pension Plan (expressed in thousands):
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Supplemental Plan

Fiscal Year Totals

Workers' Compensation Fund

FY98

FY97

FY98

FY97

FY98

FY97

Unpaid claims and claim adjustment

  expenses, beginning of fiscal year

$  6,163,889

$  5,829,071

$  5,534,000

$  5,034,000

$  11,697,889

$  10,863,071

Changes in incurred claims and claim

   adjustment expenses:

Provision for insured events of  the current year

1,099,674

1,080,950

233,863

230,491

1,333,537

1,311,441

Increase (decrease) in provision for insured events

   of prior years

78,678

131,344

206,685

433,695

285,363

565,039

Increase in claims and claim

   adjustment expenses

1,178,352

1,212,294

440,548

664,186

1,618,900

1,876,480

Payments:

Claims and claim adjustment expenses

    attributable to insured events in the current year

195,800

190,901

-

-

195,800

190,901

Claims and claim adjustment expenses 

    attributable to insured events of prior years

725,752

686,575

180,548

164,186

906,300

850,761

Total Payments

921,552

877,476

180,548

164,186

1,102,100

1,041,662

Total unpaid claims and claim adjustment

  expenses, fiscal year end

$  6,420,689

$  6,163,889

$  5,794,000

$  5,534,000

$  12,214,689

$  11,697,889


As discussed in Note 1.L, the Workers’ Compensation Fund, an enterprise fund, establishes a liability for both reported and incurred but not reported insured events, which includes estimates of both future payments of losses and related claim adjustment expenses.

At June 30, 1998, $26.8 billion of unpaid claims and claim adjustment expenses are presented at their net present value of $12.2 billion.  These claims are discounted at assumed interest rates of 4.5 to 6.5 percent.

The $12.2 billion claims and claim adjustment liabilities as of June 30, 1998 includes $5.8 billion for supplemental pension cost of living adjustments (COLAs) that by statute are not to be fully funded.  These COLA payments are funded on a pay-as-you-go basis, and the Workers’ Compensation actuaries have indicated that future premium payments will be sufficient to pay these claims as they come due.  The remaining $6.4 billion in claims liabilities is fully funded by $8.4 billion of long-term investments, net of obligations under securities lending agreements.

B.  Risk Management

Changes in the balances of risk management claims liabilities during Fiscal Years 1997 and 1998 were as follows (expressed in thousands):
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Current Year

Balances

Beginning of

Claims and Changes

Claim

End of

Risk Management Fund

Fiscal Year

in Estimates

Payments

Fiscal Year

FY 1997

$  115,465

22,137

(18,790)

$  118,812

FY 1998

$  118,812

28,088

(21,896)

$  125,004


The Risk Management Fund, an internal service fund, reports claims and judgment liabilities when it becomes probable that a loss has occurred and the amount of that loss can be reasonably estimated.  Liabilities include an actuarially determined amount for claims that have been incurred but not reported.  Because actual claims liabilities depend on such complex factors as inflation, changes in legal doctrines, and damage awards, the process used in computing claims liabilities does not always result in an exact amount.  Claims liabilities are re-evaluated annually to take into consideration recently settled claims, the frequency of claims, and other economic or social factors.

The state is a defendant in a significant number of lawsuits pertaining to property and casualty matters.  As of June 30, 1998, outstanding and actuarially determined claims against the state and its public authorities were $125.0 million for which the state has recorded a liability.  At June 30, 1998, the Risk Management Fund held $65.6 million in cash equivalents designated for payment of these claims.  Of this amount, $52.5 million has been accumulated under the state’s Self Insurance Liability Program initiated in 1990.  This Self Insurance Liability Program is intended to provide funds for the payment of all claims resulting from accidents after June 30, 1990.  The state is restricted by law from accumulating funds in the Self Insurance Liability Program in excess of 50 percent of total outstanding and actuarially determined claims.

C.  State Employees’ Insurance

Changes in the balances of State Employees’ Insurance claims liabilities during Fiscal Years 1997 and 1998 were as follows (expressed in thousands):
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Current Year

Balances

Beginning of

Claims and Changes

Claim

End of 

State Employees' Insurance Fund

Fiscal Year

in Estimates

Payments

Fiscal Year

FY 1997

$  19,969

152,068

(153,518)

$  18,519

FY 1998

$  18,519

182,172

(179,751)

$  20,940


The State Employees’ Insurance Fund, an internal service fund, establishes a liability when it becomes probable that a loss has occurred and the amount of that loss can be reasonably estimated.  Liabilities include an actuarially determined amount for claims that have been incurred but not reported.  Because actual claims liabilities depend on various complex factors, the process used in computing claims liabilities does not always result in an exact amount.  Claims liabilities are re-evaluated periodically to take into consideration recently settled claims, the frequency of claims, and other economic or social factors.

At June 30, 1998, the state held $29.0 million in investments, net of obligations under securities lending agreements, designated for payment of state employees’ insurance claims.
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Note 12 - No Commitment Debt
The Washington Health Care Facilities Authority, the Washington Higher Education Facilities Authority, and the Washington State Housing Finance Commission (financing authorities) were created by the state Legislature.  For financial reporting purposes, they are discretely presented as component units.  These financing authorities issue bonds for the purpose of making loans to qualified nonprofit health care facilities and to nonprofit higher education facilities for construction and related improvements, and to qualified home buyers for new, existing, or improved residential dwellings.  These bonds do not constitute either a legal or moral obligation of the state or these financing authorities, nor does the state or these financing authorities pledge their faith and credit for the payment of such bonds.  Debt service on the bonds is payable solely from payments made by the borrowers pursuant to loan agreements.  Due to their no commitment nature, the bonds issued by these financing authorities are excluded from the state’s financial statements.

The table below presents the latest available balances for the “No Commitment” debt of the state’s financing authorities (expressed in thousands):
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No Commitment Debt

Washington State Housing Finance Commission

$      1,408,606

Washington Health Care Facilities Authority

1,728,975

Washington Higher Education Facilities Authority

93,554

Total No Commitment Debt

$    3,231,135
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Note 13 - Changes in General Long-Term Obligations
The changes in the General Long-Term Obligations Account Group for the fiscal year ended June 30, 1998 are summarized as follows (expressed in thousands):


[image: image51.wmf]Accrued

Certificates

Other

Total General

Bonds

Retirement

of

Compensated

Long-Term

Long-Term

General Long-Term Obligations

Payable

Costs*

Participation

Absences

Obligations

Obligations

Balances as restated, July 1, 1997

$  6,018,872

$  31,000

$  155,576

$  282,375

$  15,999

$  6,503,822

Accretion of long-term interest liability on

   zero interest rate bonds

9,524

-

-

-

-

9,524

Increase in compensated absences 

-

-

-

12,803

-

12,803

General obligation debt issues

968,551

-

-

-

-

968,551

Decrease in installment contract obligations

-

-

-

-

(717)

(717)

Increase in lease obligations

-

-

-

-

1,014

1,014

Decrease in certificates of participation

-

-

(15,444)

-

-

(15,444)

Increase in certificates of participation

-

-

15,611

-

-

15,611

Increase in actuarially determined accrued retirement

   obligations required in governmental fund types

-

1,600

-

-

-

1,600

Decrease in other long-term obligations

-

-

-

-

(2,014)

(2,014)

General obligation zero interest rate issues

   retirement of principal

(11,782)

-

-

-

-

(11,782)

General and limited obligation retirement of principal

(530,101)

-

-

-

-

(530,101)

Balances, June 30, 1998

$  6,455,064

$  32,600

$  155,743

$  295,178

$  14,282

$  6,952,867

*Beginning balance in the Accrued Retirement Costs was restated to correct prior year error in interpretation on the implementation of

 Statement No. 27 of the Governmental Accounting Standards Board.
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Note 14 - Residual Equity Transfers
The table below reflects residual equity transfers in and out and related activity which occurred during the fiscal year ended June 30, 1998 (expressed in thousands):
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     In

    Out

Higher Education Fund

$         -

$        150

Higher Education Trust Fund

152

-

Higher Education Endowment Fund

-

2

Total Residual Equiity Transfers

$     152

$     152
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Note 15 - Reservations and Designations of Equity
The nature and purposes of equity reserves and designations as of June 30, 1998 are listed below (expressed in thousands):

A.  Reservations and Designations of Fund Balance
[image: image97.wmf]                 Carrying

                  Bank

      Insured/

Uninsured/

Type of Deposit

                 Amount

                  Balance

Collateralized

     Uncollateralized

Demand deposits

$  98,865

$  130,050

$  122,061

$  7,989

Certificates of deposit

844,003

836,560

276,130

560,430

Cash with fiscal and escrow agents

217,959

208,469

173,142

35,327

Total Deposits

$  1,160,827

$  1,175,079

$  571,333

$  603,746


B.  Reservations of Retained Earnings
[image: image98.wmf]Special 

Debt

Capital 

Totals

General

Revenue

Service

Projects

Trust

(Memo Only)

Reserved for:

Encumbrances

$    139,513

$  265,549

$         -

$  202,397

$         66,037

$       673,496

Inventories

16,121

26,389

-

-

186

42,696

Long-term student loans

-

-

-

-

93,929

93,929

Investments with trustees

396

299

-

-

1,828

2,523

Restricted accounts

638,490

-

-

-

-

638,490

Nonexpendable trust corpus

-

-

-

-

1,371,909

1,371,909

Unemployment compensation

-

-

-

-

1,523,236

1,523,236

Retirement systems

-

-

-

-

38,052,351

38,052,351

Local Government Investment Pool participants

-

-

-

-

2,944,267

2,944,267

Long-term receivables

437,228

13,457

-

1,075

200,266

652,026

Long-term investments

857

27,845

-

-

101,135

129,837

Petty cash

522

3,049

-

-

69

3,640

 

Total Reserved Fund Balance

$  1,233,127

$  336,588

$         -

$  203,472

$  44,355,213

$  46,128,400

Unreserved, Designated for:

Debt service

$             -

$             -

$  87,803

$         -

$         -

$      87,803

Working capital

751,600

-

-

-

-

751,600

Net unrealized gains

2,306

15,305

-

-

-

17,611

Higher education

-

133,450

-

-

4,408

137,858

Total Unreserved, Designated Fund Balance

$    753,906

$  148,755

$   87,803

$         -

$   4,408

$   994,872
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Note 16 - Deficit  Retained Earnings

At June 30, 1998, there were three proprietary funds with deficit retained earnings.

The Workers’ Compensation Fund, an enterprise fund, had deficit retained earnings of $3.5 billion at June 30, 1998.  The fund is used to account for the workers’ compensation program which provides time-loss, medical, disability, and pension payments to qualifying individuals sustaining work-related injuries.  The main benefit plans of the workers’ compensation program are funded based on rates that will keep these plans solvent in accordance with recognized actuarial principles.  The supplemental pension cost-of-living adjustments (COLA) granted for time-loss and disability payments, however, are funded on a pay-as-you-go basis.  By statute, the state is only allowed to collect enough revenue to fund the current COLA payments.

The following schedule details the changes in total fund equity for the Workers’ Compensation Fund during the fiscal year ended June 30, 1998 (expressed in thousands):
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Total      

Contributed

Earnings

Fund Equity

Workers' Compensation Fund

Capital     

(Deficit)

(Deficit)   

Balances as restated, July 1, 1997

$  23

$  (3,975,276)

$  (3,975,253)

Fiscal Year 1998 activity

-

  490,876

490,876

Balances, June 30, 1998

$  23

$  (3,484,400)

$  (3,484,377)


The State Ferry Fund, an enterprise fund, had deficit retained earnings of $252.1 million at June 30, 1998.  The Department of Transportation (DOT) uses the State Ferry Fund to account for receipt of revenue and payment of all operating expenses of the State Ferry System.  The State Ferry System is considered to be part of the state highway system operated by DOT.  As such, if the State Ferry System incurs a loss from operations, it is offset by subsidies provided by the Legislature for ferry equipment and facilities.  These subsidies are recorded as contributed capital.

Therefore, total fund equity for the State Ferry Fund was $716.7 million at June 30, 1998 as detailed below (expressed in thousands):
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    Total

Contributed

Earnings

    Fund

State Ferry Fund

Capital

(Deficit)

    Equity

Balances as restated, July 1, 1997

$  885,965

$  (229,873)

$  656,092

Fiscal Year 1998 activity

82,807

(22,193)

60,614

Balances, June 30, 1998

$  968,772

$  (252,066)

$  716,706


The Risk Management Fund, an internal service fund, had deficit retained earnings of $59.6 million at June 30, 1998.  The Risk Management Fund is used to account for the claims, torts, and judgments generally arising from automobile, ferry services, and general government operations.  These costs are supported by premium assessments to state agencies that are designed to cover current and future claim losses.  Outstanding and incurred but not reported claims are actuarially determined and accrued, resulting in the deficit retained earnings. Of this amount, $52.5 million has been accumulated under the state’s Self Insurance Liability Program initiated in 1990.  

This Self Insurance Liability Program is intended to provide funds for the payment of all claims resulting from accidents after June 30, 1990.  The state is restricted by law from accumulating funds in the Self Insurance Liability Program in excess of 50 percent of total outstanding and actuarially determined claims.

The following schedule details the changes in retained earnings for the Risk Management Fund during the fiscal year ended June 30, 1998 (expressed in thousands):
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Earnings

Risk Management Fund

(Deficit)

Balance as restated, July 1, 1997

$  (51,189)

Fiscal Year 1998 activity

(8,446)

Balance, June 30, 1998

$  (59,635)
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Note 17 - Retirement Systems
A.  General
The state of Washington, through the Department of Retirement Systems, the Board for Volunteer Fire Fighters, and the Administrator for the Courts, administers ten defined benefit retirement plans and two defined contribution retirement plans covering eligible employees of the state and local governments.  Pension plans administered by the state are accounted for using the accrual basis of accounting.  Under the accrual basis of accounting, employee and employer contributions are recognized in the period in which employee services are performed; investment gains and losses are recognized as incurred; and benefits and refunds are recognized when due and payable in accordance with the terms of the applicable plan.

DEPARTMENT OF RETIREMENT SYSTEMS
As established in chapter 41.50 of the Revised Code of Washington (RCW), the Department of Retirement Systems (DRS) administers six retirement systems comprising nine defined benefit pension plans and one defined contribution plan as follows:

Public Employees’ Retirement System (PERS)


Plan 1 - defined benefit


Plan 2- defined benefit

Teachers’ Retirement System (TRS)


Plan 1 - defined benefit


Plan 2/3 - defined benefit


Plan 3 - defined contribution

Law Enforcement Officers’ and Fire Fighters’ Retirement System (LEOFF)


Plan 1 - defined benefit


Plan 2 - defined benefit

Washington State Patrol Retirement System (WSPRS)


Defined benefit plan

Judicial Retirement System (JRS)


Defined benefit plan

Judges Retirement Fund (Judges)


Defined benefit plan

Although some assets of the plans are commingled for investment purposes, each plan’s assets may be used only for the payment of benefits to the members of that plan in accordance with the terms of the plan.

Administration of the PERS, TRS, and LEOFF systems and plans is funded by an employer rate of .18 percent of employee salaries.  Administration of the WSPRS, JRS, and Judges Plans is funded by means of legislative appropriations.

The Department of Retirement Systems prepares a stand-alone financial report.  Copies of the report that include financial statements and required supplemental information may be obtained by writing to Washington State Department of Retirement Systems, 1025 East Union Avenue, P.O. Box 48380, Olympia, Washington 98504-8380.

BOARD FOR VOLUNTEER FIRE FIGHTERS

As established in chapter 41.24 RCW, the Washington Board for Volunteer Fire Fighters’ administers the Volunteer Fire Fighters’ Relief and Pension Fund (VFFRPF), a defined benefit plan.  Administration of VFFRPF is funded through legislative appropriation.

ADMINISTRATOR FOR THE COURTS

As established in chapter 2.14 RCW, the Administrator for the Courts administers the Judicial Retirement Account (JRA), a defined contribution plan.  Administration of JRA is funded through member fees.  

TIAA/CREF 

Eligible higher education state employees may participate in the Teachers’ Insurance and Annuity Association/College Retirement Equity Fund (TIAA/CREF) which is a privately administered defined contribution plan.

Plan descriptions, funding policies, and a schedule of employer contributions required and paid for defined benefit plans follow at Notes 17.B through D respectively.  For information related to defined contribution plans, refer to Note 17.G.  Details on plan net assets for pension plans administered by the state are presented at Note 17.H.

B.  Plan Description

Membership of each defined benefit plan consisted of the following at December 31, 1997, the date of the latest actuarial valuation for all plans except for TRS which had an actuarial valuation performed on June 30, 1997. 

	Defined Benefit

Plans

Administered by

the State

-----------------------
	Retirees and Beneficiaries Receiving

Benefits

--------------------
	Terminated Plan Members Entitled to but not yet Receiving

Benefits

------------------------
	Active Plan Members

Vested

------------------
	Active Plan

Members

Nonvested

-----------------
	Total

-----------------

	PERS 1 
	51,598
	3,218
	30,176
	2,185
	87,177

	PERS 2 
	4,773
	9,455
	89,351
	64,728
	168,307

	TRS 1 
	27,332
	2,148
	21,102
	526
	51,108

	TRS 2/3 
	235
	2,253
	24,968
	14,219
	41,675

	LEOFF 1 
	7,180
	45
	2,308
	5
	9,538

	LEOFF 2 
	67
	153
	7,635
	3,766
	11,621

	WSPRS 
	580
	87
	798
	129
	1,594

	JRS 
	135
	2
	36
	5
	178

	Judges 
	18
	-
	2
	-
	20

	VFFRPF 
	2,333
	3,187
	4,904
	6,316
	16,740


Following is a summary of government employers participating in state administered retirement systems as of December 31, 1997.
	Plan

--------------------
	State Agencies

--------------------
	Public Schools

--------------------
	Counties/

Municipalities

--------------------
	 Other Political

Subdivisions

--------------------

	PERS 1
	181
	273
	211
	260

	PERS 2
	196
	294
	261
	408

	TRS 1
	93
	286
	-
	-

	TRS 2/3
	45
	272
	-
	-

	TRS 3
	41
	281
	-
	-

	LEOFF 1
	-
	-
	138
	38

	LEOFF 2
	7
	-
	230
	116

	WSPRS
	1
	-
	-
	-

	JRS
	3
	-
	-
	-

	Judges
	2
	-
	-
	-

	VFFRPF
	-
	-
	-
	524


Public Employees’ Retirement System (PERS)

PERS is a cost-sharing multiple-employer retirement system comprised of two separate defined benefit plans.  PERS participants who joined the system by September 30, 1977 are Plan 1 members.  Those joining after September 30, 1977, are Plan 2 members.  PERS retirement benefits are financed from a combination of investment earnings and employer and employee contributions.  Employee contributions to PERS accrue interest at a rate specified by DRS.  During Fiscal Year 1998, the DRS-established rate on employee contributions was 5.5 percent compounded quarterly.  Employees in PERS can elect to withdraw total employee contributions and interest earnings thereon upon termination.
The Legislature established PERS in 1947.  Membership in the system includes:  elected officials; state employees; employees of the Supreme, Appeals, and Superior Courts; employees of legislative committees; community and technical college, college, and university employees not in national higher education retirement programs such as TIAA/CREF; judges of district and municipal courts; noncertificated employees of school districts; and employees of local governments.  Approximately 45 percent of PERS salaries is from state employment.  

Retirement benefit provisions are established in state statute and may be amended only by the state Legislature.  PERS benefits are vested after an employee completes five years of eligible service.

Plan 1 members are eligible for retirement after 30 years of service, or at the age of 60 with five years service, or at the age of 55 with 25 years of service.  The annual pension is 2 percent of the average final compensation (AFC) per year of membership service (AFC is based on the greatest compensation during any eligible 24 consecutive compensation months), capped at 60 percent of AFC.

Plan 2 members may retire at the age of 65 with five years of service, or at the age of 55 with 20 years of service, with an allowance of 2 percent per year of membership service of the AFC (AFC is based on the greatest compensation during any consecutive eligible 60 month period).  Plan 2 retirements prior to the age of 65 are actuarially reduced.  There is no cap on years of service credit; and a cost-of-living allowance is granted (indexed to the Seattle Consumer Price Index), capped at 3 percent annually.

Plan 1 provides duty and nonduty disability benefits.  Duty disability retirement benefits for disablement prior to the age of 60 consist of a temporary life annuity payable to the age of 60.  The amount of the allowance is two-thirds of the AFC, not to exceed $4,200 a year.  The benefit is reduced by any worker’s compensation benefit and is payable as long as the member remains disabled or attains the age of 60.  A member with five years of membership service is eligible for nonduty disability retirement.  Prior to the age of 55, the allowance amount is 2 percent of the AFC for each year of service reduced by 2 percent for each year by which the date of disablement precedes the disabled member’s 55th birthday.  The total benefit is limited to 60 percent of the AFC.

There were no material changes in PERS benefit provisions for the fiscal year ended June 30, 1998.  However, several changes after that date were included in the valuation, collectively called “gain-sharing” provisions.  See Section E, Changes in Actuarial Assumptions and Section F, Changes in Benefit Provisions.

Teachers’ Retirement System (TRS)

TRS is a cost-sharing multiple-employer retirement system comprised of three separate plans:  Plans 1 and 2/3 are defined benefit plans and Plan 3 is a defined contribution plan.  TRS participants who joined the system by September 30, 1977 are Plan 1 members.  Those joining between October 1, 1977, and June 30, 1996, are Plan 2/3 members unless they exercise an option to transfer their holdings to Plan 3.  Those joining after June 30, 1996, and those exercising the transfer option, are members of both Plan 2/3 and Plan 3.  TRS retirement benefits are financed from a combination of investment earnings and employer and employee contributions.  Employee contributions to the TRS defined benefit plans accrue interest at a rate specified by DRS.  During Fiscal Year 1998, the DRS-established rate on employee contributions was 5.5 percent compounded quarterly.  Employees in TRS can elect to withdraw total employee contributions and interest earnings thereon upon termination.

The TRS was legislatively established in 1938.  Eligibility for membership requires service as a certificated employee in grades K-12 in the public schools.  TRS is comprised principally of nonstate employees.  

TRS retirement benefit provisions are established in state statute and may be amended only by the state Legislature.  Defined benefit plan benefits are vested after an employee completes five years of eligible service.

Teachers in Plan 1 are eligible to retire either after 30 years of service, or at the age of 60 with five years of service, or at the age of 55 with 25 years of service.  The benefit is 2 percent of the average earnable compensation per year of service (average earnable compensation is based on the greatest compensation during the highest of any consecutive two compensation contract years).

The normal retirement age for Plan 2/3 employees is 65.  However, members are eligible to retire at the age of 65 with five years of service, or at the age of 55 with 20 years of service.  Plan 3 retirement benefits may be paid at age 55 with 10 years of service.  Plan 2/3 benefits are 2 percent of the average final compensation per year of service for members not enrolled in Plan 3 Defined Contribution Plan (DC) and 1 percent of the average final compensation per year of service for members enrolled in Plan 3 DC.  TRS Plan 1 and Plan 2/3 also provide a cost-of-living allowance indexed to the Seattle Consumer Price Index capped at 3 percent annually (average final compensation is based on the greatest compensation during any consecutive 60 month period).  Plan 2/3 retirements prior to the age of 65 are actuarially reduced. 

Death and disability benefits are available in Plan 1.  TRS Plan 1 members receive the following additional lump sum death benefits:  retired members - $400 (if at least ten years of membership service), active members - $600.  Members on temporary disability receive a temporary life annuity of $180 per month payable up to two years.  After five years of service, members on a disability retirement receive an allowance based on salary and service to date of disability.  Members prior to April 25, 1973 may elect a benefit based on the formula in effect at that time.  

There were no material changes in TRS benefit provisions for the fiscal year ended June 30, 1998.  However, several changes after that date were included in the valuation, collectively called “gain-sharing” provisions.  See Section E, Changes in Actuarial Assumptions.  Also, transfers to TRS 3 were recognized as further described under Section F, Changes In Benefit Provisions.

Law Enforcement Officers’ and Fire Fighters’ Retirement System (LEOFF)

LEOFF is a cost-sharing multiple-employer retirement system comprised of two separate defined benefit plans.  LEOFF participants who joined the system by September 30, 1977 are Plan 1 members.  Those joining after September 30, 1977 are Plan 2 members.  LEOFF retirement benefits are financed from a combination of investment earnings, employer and employee contributions, and a special funding situation where the state pays the remainder through state legislative appropriations.  Employee contributions to LEOFF accrue interest at a rate specified by DRS.  During Fiscal Year 1998, the DRS-established rate on employee contributions was 5.5 percent compounded quarterly.  Employees in LEOFF can elect to withdraw total employee contributions and interest earnings thereon upon termination.
LEOFF was established in 1970 by the Legislature.  Membership includes all full-time, fully compensated, local law enforcement officers and fire fighters.  LEOFF membership is comprised principally of nonstate employees.  

LEOFF retirement benefits are established in state statute and may be amended only by the state Legislature.  LEOFF System benefits are vested after an employee completes five years of eligible service.

Plan 1 participants are eligible to retire with five years of service at the age of 50.  The benefit per year of service is calculated as a percent of average final salary as follows:  5-10 years - 1.0 percent, 10-20 years - 1.5 percent, 20+ years - 2.0 percent.  The average final salary is the basic monthly salary received at the time of retirement, provided a member has held the same position or rank for 12 months preceding the date of retirement.  Otherwise, it is the average of the highest consecutive 24 months salary within the last ten years of service.  Retirement benefits are fully indexed to the Seattle Consumer Price Index.

Plan 2 participants are eligible to retire at the age of 50 with 20 years of service, or at the age of 55 with five years of service.  Retirement benefits prior to the age of 55 are actuarially reduced.  The benefit is 2 percent of average salary per year of service.  The average salary is based on the highest consecutive 60 months.  Retirement benefits are indexed to the Seattle Consumer Price Index with a cap of 3 percent annually.

Significant death and disability benefits are provided by Plan 1.  Death benefits for Plan 1 members on active duty consist of the following:  (1) if eligible spouse, 50 percent of the average final salary, plus 5 percent of average final salary for each surviving child, with a limitation on the combined allowances of 60 percent of the average final salary; or (2) if no eligible spouse, 30 percent of average final salary for the first child plus 10 percent for each additional child, subject to a 60 percent limitation of average final salary.  In addition, a duty death benefit of $150,000 is provided to Plan 1 and Plan 2 members.  

Plan 1 members are eligible for disability benefits after a six month waiting period (during which the salary is paid by the employer).  The amount of the allowance is 50 percent of the average final salary plus 5 percent for each child up to a maximum of 60 percent.  Upon recovery from disability before the age of 50, a member is restored to service with full credit for service while disabled.  Upon recovery after the age of 50, the benefit continues as the greater of the member’s disability allowance or service retirement allowance.  These benefit provisions were established by statute.  

There were no material changes in LEOFF benefit provisions for the fiscal year ended June 30, 1998.

Washington State Patrol Retirement System (WSPRS)

WSPRS is a single-employer retirement system comprised of one defined benefit plan.  WSPRS retirement benefits are financed from a combination of investment earnings and employer and employee contributions.  Employee contributions to WSPRS accrue interest at a rate specified by DRS.  During Fiscal Year 1998, the DRS-established rate on employee contributions was 5.5 percent compounded quarterly.  Employees in WSPRS can elect to withdraw total employee contributions and interest earnings thereon upon termination.

The WSPRS was established by the Legislature in 1947.  Any commissioned employee of the State Patrol is eligible to participate.

Members are eligible to retire at the age of 55 or after 25 years of service with a benefit of 2 percent of average final salary per year of service.  The benefit is capped at 75 percent of average final salary.  In addition, a 2 percent cost-of-living allowance is included.  

WSPRS retirement benefits are established in state statute and may be amended only by the state Legislature.  Benefits are vested after an employee completes five years of eligible service.

Benefit provisions include death benefits; however, the system contains no disability benefits.  The death benefit for a spouse of a member on active duty consists of 50 percent of average final salary, and 5 percent of average final salary for each surviving child, with a limitation on the combined allowance of 60 percent of average final salary.  

There were no material changes in WSPRS benefit provisions for the fiscal year ended June 30, 1998.

Judicial Retirement System (JRS)

JRS is an agent multiple-employer retirement system comprised of a single defined benefit plan.  JRS retirement benefits are financed on a pay-as-you-go basis from a combination of investment earnings, employer contributions, employee contributions, and a special funding situation where the state pays the remaining contributions.  JRS employees accrue no interest on contributions and may not elect to withdraw their contributions upon termination.
JRS was established by the Legislature in 1971.  Membership includes judges elected or appointed to the Supreme Court, Court of Appeals, and Superior Courts on or after August 9, 1971.  The system was closed to new entrants on July 1, 1988, with new judges joining PERS.

Benefit provisions are established in state statute and may be amended only by the state Legislature.  Any member who involuntarily terminates with 12 or more years of credited service and 15 years after beginning judicial service, or voluntarily terminates with 15 or more years of credited service, is vested and shall receive retirement benefits upon attaining the age of 60.  Retirement benefits are 3 percent of the average final compensation for 10-15 years of service, and 3.5 percent for 15 or more years of service.

Death and disability benefits are also provided.  Eligibility for death benefits while on active duty requires ten or more years of service.  A monthly spousal benefit is provided which is equal to 50 percent of the benefit a member would have received if retired, or if greater, 25 percent of the average final compensation of the member.  These benefits terminate with the death or remarriage of the recipient.  If the member is retired, a 50 percent allowance is provided to the surviving spouse that has been married to the judge at least three years at the time of death.  Benefits terminate on remarriage.  For members with ten or more years of service, a disability benefit of 50 percent of salary is provided.  

There were no significant changes made in JRS benefit provisions for the fiscal year ended June 30, 1998.

Judges

The Judges Retirement Fund is an agent multiple-employer retirement system comprised of a single defined benefit plan.  Retirement benefits are financed on a pay-as-you-go basis from a combination of employee contributions, employer contributions, and a special funding situation where the state pays the remaining contributions.  Employees do not earn interest on their contributions, nor can they elect to withdraw their contributions upon termination.

The Judges Retirement Fund was created by the Legislature on March 22, 1937, pursuant to chapter 2.12 RCW, to provide retirement benefits to judges of the Supreme Court, Court of Appeals, or Superior Courts of the state of Washington.  Subsequent legislation required that all judges first appointed or elected to office on or after August 9, 1971 enter the Judicial Retirement System.

Benefit provisions are established in statute and may be amended only by the state Legislature.  Any member who has ten years of credited service and attains the age of 70 or has served as a judge for an aggregate of 18 years, regardless of age, is vested and entitled to receive a retirement allowance upon leaving service.  Any member who leaves eligible service after having served as a judge for an aggregate of 12 years is vested and eligible for a partial retirement allowance.  With the exception of a partial retirement allowance, the member receives a benefit equal to one-half of the monthly salary being received as a judge at the time of retirement, or at the end of the term immediately prior to retirement if retirement occurs after the expiration of the member’s term in office.  A partial retirement allowance is based on the proportion of the member’s 12 or more years of service in relation to 18 years of service.  

There were no significant changes made in Judges benefit provisions for the fiscal year ended June 30, 1998.

The Volunteer Fire Fighters’ Relief and Pension Fund (VFFRPF)

VFFRPF is a cost-sharing multiple-employer retirement system that provides death and active duty disability benefits to all members, and optional defined benefit pension plan payments.

VFFRPF retirement benefits are financed from a combination of investment earnings, member contributions, municipality contributions, and a special funding situation where the state pays the remaining contributions.  VFFRPF members accrue no interest on contributions and may elect to withdraw their contributions upon termination.
VFFRPF was created by the Legislature in 1945.  Membership in the system requires volunteer service with a fire department of an electing municipality of Washington State.

Retirement benefits are established in state statute and may be amended only by the state Legislature. Since retirement benefits cover volunteer service, benefits are paid based on years of service not salary.  Members are vested after ten years of service.

After 25 years of active membership, members having reached the age of 65 and who have paid their annual retirement fee for 25 years, are entitled to receive a monthly benefit of $25 plus $8 per year of service.  The maximum monthly benefit is $225.  Reduced pensions are available for members under the age of 65 or with less than 25 years of service.

Death and active duty disability benefits are provided at no cost to the member.  Death benefits in the line of duty consist of a lump sum of $2,000.  Funeral and burial expenses are also paid in a lump sum of $2,000 for members on active duty.  Members receiving disability benefits at the time of death shall be paid $500.  Members on active duty shall receive disability payments of $2,550 per month for up to six months; thereafter, payments are reduced.  Disabled members receive $1,275 per month, their spouse $255, and dependent children $110.  Benefit provisions for VFFRPF are established under the authority of chapter 41.24 RCW.

There were no significant changes made in VFFRPF benefit provisions for the fiscal year ended June 30, 1998.

C.  Funding Policy

Public Employees’ Retirement System (PERS)

Each biennium, the state Pension Funding Council adopts Plan 1 employer contribution rates and Plan 2 employer and employee rates.  Employee contribution rates for Plan 1 are established by statute at 6 percent and do not vary from year to year.  The employer and employee contribution rates for Plan 2 are developed by the Office of the State Actuary to fully fund Plan 2.  The methods used to determine the contribution requirements are established under state statute in accordance with chapters 41.40 and 41.45 RCW.  All employers are required to contribute at the level required by the Legislature.

Required contribution rates (expressed as a percentage of current year covered payroll) at the close of Fiscal Year 1998 were as follows:

PERS Actual Contribution Rates

	
	PLAN 1
	PLAN 2

	Employer Rates:
	
	

	  State agencies
	7.32%
	7.32%

	  Local governmental units
	7.32%
	7.32%

	  State gov’t elected officials
	10.98%
	7.32%

	
	
	

	Employee Rates:
	
	

	  State agencies
	6.00%
	4.65%

	  Local governmental units
	6.00%
	4.65%

	  State gov’t elected officials
	7.50%
	4.65%


Teachers’ Retirement System (TRS)

Each biennium the state Pension Funding Council adopts Plan 1 employer contribution rates and Plan 2/3 employer and employee contribution rates.  Employee contribution rates for Plan 1 are established by statute at 6 percent and do not vary from year to year.  The employer and employee contribution rates for Plan 2/3 are developed by the Office of the State Actuary to fully fund Plan 2/3.  The methods used to determine the contribution requirements are established under state statute as per chapters 41.32 and 41.45 RCW.  All employers are required to contribute at the level established by the Legislature.  Employees who participate in the DC portion of the TRS 2/3 Plan do not contribute to the DB portion of the TRS 2/3 Plan.

Required contributions (expressed as a percentage of current year covered payroll) at the close of Fiscal Year 1998 were as follows:

TRS Actual Contribution Rates

	
	PLAN 1
	PLAN 2/3

	Employer Rates
	11.75%
	11.75%

	Employee Rates
	6.00%
	6.03%*


* Plan 2/3 DB portion only

Law Enforcement Officers’ and Fire Fighters’ Retirement System (LEOFF)

For Plan 1, employers and employees are required to contribute at a rate of 6 percent, and the state is responsible for the balance of the funding at rates set by the Pension Funding Council.  For Plan 2, employer and employee contribution rates are developed by the Office of the State Actuary to fully fund the plan.  Plan 2 employers and employees are required to pay at the level adopted by the Department of Retirement Systems in accordance with chapter 41.45 RCW.  All employers are required to contribute at the level required by state statute.

Required contribution rates (expressed as a percentage of current year covered payroll) at the close of Fiscal Year 1998 were as follows:

LEOFF Actual Contribution Rates

	
	PLAN 1
	PLAN 2

	Employer Rates
	6.00%
	5.09%

	Employee Rates
	6.00%
	8.48%

	State of Washington
	9.21%
	9.21%


The Legislature, by means of a special funding arrangement, appropriated money from the General Fund to supplement the current service liability and fund the prior service costs of Plan 1 in accordance with the requirements of the Pension Funding Council.  However, this special funding situation is not mandated by the state Constitution and this funding requirement could be returned to the employers by a change of statute.

Washington State Patrol Retirement System (WSPRS)
State statute (chapter 43.43 RCW) obligates employees to contribute at a fixed rate of 7 percent.  Contribution rates for the state are adopted by the Pension Funding Council in accordance with chapter 41.45 RCW. The state is required to contribute at the level required by state statute.

Required contribution rates (expressed as a percentage of  current year covered payroll) at the close of Fiscal Year 1998 were as follows:

WSPRS Actual Contribution Rates

	
Employer Contributions
	11.05%

	Employee Contributions
	7.00%


Various actuarial methods and significant assumptions used to determine the annual required contributions, together with the actuarial accrued liability and funding ratios for the current and two preceding actuarial valuation dates are contained in the Required Supplementary Information Section and in the Required Supplementary Information Notes Section.

Required contributions (flat dollar amount in millions to amortize the WSPRS Unfunded Actuarial Accrued Liability (UAAL) at the close of Fiscal Year 1998 were as follows:

	Employee Contributions
	$6.0


Judicial Retirement System (JRS)

Contributions made are based on rates set in chapter 2.10 RCW.  By statute, employees are required to contribute 7.5 percent with an equal amount contributed by the state.  In addition, the state guarantees the solvency of the JRS on a pay-as-you-go basis.  Each biennium, the Legislature, through biennial appropriations from the General Fund, contributes amounts sufficient to meet benefit payment requirements.  For Fiscal Year 1998, the state contributed $8.5 million. 
Judges

Contributions made are based on rates set in chapter 2.12 RCW.  By statute, employees are required to contribute 6.5 percent with an equal amount contributed by the state.  In addition, the state guarantees the solvency of the Judges Retirement Fund on a pay-as-you-go basis.  Each biennium, the Legislature, through biennial appropriations from the General Fund, contributes amounts sufficient to meet benefit payment requirements.  For Fiscal Year 1998, the state contributed $.8 million.  
The Volunteer Fire Fighters’ Relief and Pension Fund (VFFRPF)

The retirement provisions of VFFRPF is funded through member contributions of $30 per year, employer contributions of $30 per year, and 40 percent of the Fire Insurance Premium Tax, as per chapter 41.24 RCW.  VFFRPF members earn no interest on contributions and may elect to withdraw their contributions upon termination.  The death and disability provisions of VFFRPF are funded by employer contribution rates of $10 per member.

Administration expenses are funded through fire insurance premium taxes and are maintained in a separate fund.  Amounts not needed for administrative expenses are transferred to VFFRPF.

D.  Employer Contributions Required and Paid

The following table presents the state of Washington’s required contributions in millions of dollars to cost-sharing plans in accordance with the funding policy.  All contributions required by the funding method were paid.
	
	1998
	1997
	1996

	PERS Plan 1
	$115.7
	$94.9
	$94.5

	PERS Plan 2
	96.9
	97.9
	93.2

	TRS Plan 1
	5.8
	4.2
	4.5

	TRS Plan 2/3
	.6
	.6
	.6

	LEOFF Plan 1
	50.4
	72.6
	68.8

	LEOFF Plan 2
	20.1
	18.6
	16.8

	JRS
	8.8
	6.9
	6.9

	Judges
	.8
	.8
	.8

	VFFRPF
	2.0
	3.0
	1.0


There are no long-term contracts for contributions for any of the retirement plans administered by the state.
E.  Changes in Actuarial Assumptions

During Fiscal Year 1997, the portion of the assumed future salary increase due to inflation was changed from 5 percent to 4 percent per year.  For LEOFF 1, the future Consumer Price Increase (CPI) in their benefits was assumed to be 4.25 percent and this was changed to 3.50 percent.  The amortization period for the PERS 1 and TRS 1 unfunded liability was reduced from June 30, 2024 to April 30, 2022.  An approximation was used to reflect the reduction in the amortization period due to the January 1, 2000 gain-sharing.

F.  Changes in Benefit Provisions

In the 1997 valuations, there were several changes in benefits recognized for the first time:

For PERS 1 and TRS 1, the cost of gain-sharing benefits including retroactive pop-up benefits were calculated.  A $.10 increase was made in the Uniform COLA.  Also, an estimate was made of the January 1, 2000 gain-sharing due to investment gains from July 1, 1995 to July 1, 1998 .

For TRS 2/3, the effect of the election by participants to transfer employee contributions to the TRS 3 DC Plan by December 1997 was included.  This required estimating the amount of the employee’s accounts to transfer on the valuation date.  It also included estimates of the amount of future bonuses to be transferred on January 1, 1998 and July 1, 1998.  In addition, estimates were made of the gain-sharing amounts to be transferred for July 1, 1998 and January 1, 2000.  Further, valuations were made of the reduced benefits that remain payable to transferees under the TRS 2/3 DB Plan.  Many of these transfers occurred in December 1997.

These benefit changes, along with the reduced amortization period, increased employer contribution rates .74 percent in PERS and 1.60 percent in TRS.

G.  Defined Contribution Plans

Teachers Retirement System Plan 3 (TRS 3)

The Teachers Retirement System Plan 3 is a defined contribution (DC) plan administered by the state through the Department of Retirement Systems (DRS).  Eligible employees include certificated employees in grades K-12 in the public schools hired after July 1, 1996, and those TRS 2/3 members who elect to transfer.  There are 322 participating employers in TRS 3.  See Section B for TRS plan descriptions.

As established by RCW 41.34, employee contribution rates range from 5 percent to 8.5 percent of salaries based on age.  There are currently no requirements for employer contributions.

TRS 3 DC retirement benefits are solely dependent upon the results of investment activities.  Members may elect to self-direct the investment of their contributions as authorized by the Employee Retirement Benefit Board.  Any expenses caused in conjunction with self-directed investments are to be paid by members.  Absent a member’s self-direction, Plan 3 investments are made in the same portfolio as that of the TRS 2/3 defined benefit plan.

For Fiscal Year 1998, employee contributions required and made were $56 million and plan refunds paid out were $915,609.

Judicial Retirement Account (JRA)

The Judicial Retirement Account Plan was established by the Legislature in 1988  to provide supplemental retirement benefits.  It is a defined contribution plan administered by the state of Washington Administrator for the Courts, under the direction of the Board for Judicial Administration.  Membership includes judges elected or appointed to the Supreme Court, Court of Appeals, and Superior Courts, and who are members of the PERS for their services as a judge.  Vesting is full and immediate.  There are three participating employers in JRA.

Employee contributions equal 2.5 percent of salary and the state, as employer, matches this amount.  Contributions are collected by the Administrator for the Courts.  The employer and employee obligations to contribute are established per RCW 2.14. Current-year covered payroll for JRA employees was $4.2 million for the fiscal year ended June 30, 1998.  For Fiscal Year 1998, the contribution requirement for JRA was $632,456.  Actual employer and employee contributions were $316,228 each, for a total of $632,456.  Plan benefits paid out for Fiscal Year 1998 totaled $45,982.

A JRA member who separates from judicial service for any reason is entitled to receive a lump-sum distribution of the accumulated contributions.  If a member dies, the amount of accumulated contributions standing to the member’s credit at the time of the member’s death shall be paid to such a person or persons having an insurable interest in the member’s life, per written designation of the member.

Membership in TRS 3 and the Judicial Retirement Account consisted of the following at June 30, 1998:

	Plan

Administered by

the State

-----------------------
	Retirees and Beneficiaries Receiving

Benefits

--------------------
	Terminated Plan Members Entitled to but not yet Receiving

Benefits

------------------------
	Active Plan Members

Vested

------------------
	Active Plan

Members

Nonvested

-----------------
	Total

-----------------

	TRS 3
	23
	122
	16,976
	16,052
	33,173

	JRA 
	2
	4
	150
	n/a
	156


Teachers’ Insurance and Annuity Association/College Retirement Equity Fund (TIAA/CREF)

TIAA/CREF, privately administered defined contribution plans, provide individual retirement fund contracts for each eligible employee.  There are 38 participating state employers in the TIAA/CREF plan.  Eligible employees include higher education faculty and other positions as designated by each institution; participation was established under RCW 28B.10.  The employee must commence participation within the first two years of employment.  Once eligible to participate in this system, members are vested immediately.

Employee contribution rates, which are based on age, range from 5 to 10 percent of salary.  These rates are matched by the institution and sent to TIAA/CREF.  The employer and employee obligations to contribute are established per RCW 28B.10.  For Fiscal Year 1998, covered payroll for TIAA/CREF employees was $769 million and the contribution requirement for TIAA/CREF was $126 million.  Actual employer and employee contributions were $63 million each, for a total of $126 million.  These contribution amounts represent approximately 8 percent of covered payroll for employers and employees. 

TIAA/CREF benefits are payable upon termination at the member’s option unless the participant is reemployed in another institution which participates in TIAA/CREF.  Upon retirement, participant accumulations are used to purchase an annuity.  The benefits are determined as follows:  TIAA - accumulations are converted to a fixed guaranteed annuity payable for life.  In addition to the guaranteed annuity, a dividend payment is declared each year depending on investment performance; CREF - at retirement the value of the fund is converted to a variable annuity.  This means the annuity is not guaranteed but rises and falls with the value of equity investments.

H. Plan Net Assets

Pension plan investments are presented at fair value.  The fair value of investments is based on published market prices and quotations from major investment brokers at current exchange rates, as available.  Privately held mortgages have been valued at cost which approximates fair market value.  The fair value of real estate investments has been estimated based on independent appraisals.  Venture capital and leveraged buy out investments are determined by independent investment advisors based on an analysis of the audited financial statements of the underlying partnerships.  The pension funds have no investments of any commercial or industrial organization whose market value equals 5 percent or more of each plan's net assets.

The Combining Statement of Plan Net Assets that follows presents the principal components of receivables and investments.


[image: image60.wmf]Combining Statement of Plan Net Assets

Defined Benefit Pension Plans and Other Pension Trust Funds

June 30, 1998 (expressed in thousands)

Teachers'

Teachers'

Public

Public

Plan 2 & 3

Plan 3

Employees'

Employees'

Teachers'

Defined

Defined

LEOFF

Plan 1

Plan 2

Plan 1

Benefit

Contribution

Plan 1

Assets:

Cash and pooled investments

$  4,292

$  1,536

$  4,794

$  2,914

$  1,580

$  1,713

Receivables:

Interest and dividends 

44,243

           

 

43,689

           

 

38,611

           

 

12,605

           

 

2,179

          

 

22,009

          

 

Contributions  

12,159

           

 

38,720

           

 

14,068

           

 

15,605

           

 

-

                 

 

930

               

 

Due from other funds

1,971

             

 

15

                 

 

817

                

 

11

                 

 

-

                 

 

9

                  

 

Other 

17,243

           

 

15,856

           

 

14,392

           

 

4,535

             

 

783

             

 

7,948

            

 

Total Receivables

75,616

98,280

67,888

32,756

2,962

30,896

Investments, Noncurrent:

Asset backed securities

197,059

194,714

171,989

56,052

9689

98,001

Collaterialized mort oblig

547,099

540,589

477,496

155,617

26,899

272,082

Commercial paper

228,085

225,371

199,067

64,877

11213

113,430

Corporate bonds

1,208,950

1,194,566

1,055,145

343,875

59,439

601,231

Corporate stock

325,240

321,370

283,862

92,512

15,991

161,747

Govt securities domestic

194,406

192,093

169,674

55,297

9558

96,682

Government bonds

4,567

4,513

3,986

1,299

225

2,271

Repurchase agreements

47,035

46,476

41,051

13,379

2313

23,391

Certificates of Deposit

106,885

105,614

93,287

30,402

5255

53,156

Mutual funds

4,980,903

4,921,641

4,347,225

1,416,775

244,891

2,477,088

Leveraged buy-outs

624,788

617,354

545,301

177,716

30,718

310,718

Mortgages

277,757

274,452

242,420

79,006

13,656

138,133

Real estate

408,465

403,605

356,499

116,184

20,083

203,137

Venture capital

192,543

190,252

168,047

54,767

9467

95,755

Investments on loan

483,263

477,513

421,782

137,460

23,760

240,335

Short term investments

104,181

130,769

93,439

37,308

9790

50,632

Other noncurrent investments

608

                

 

236

                

 

562

                

 

363

                

 

476,635

       

 

287

               

 

Total Investments, Noncurrent

9,931,834

9,841,128

8,670,832

2,832,889

969,582

4,938,076

Total Assets

10,011,742

     

 

9,940,944

       

 

8,743,514

       

 

2,868,559

       

 

974,124

       

 

4,970,685

      

 

Liabilities:

Obligations under security

  lending agreements

483,867

          

 

477,746

          

 

422,339

          

 

138,210

          

 

23,370

        

 

240,620

         

 

Accrued liabilities

35,747

           

 

28,978

           

 

30,748

           

 

8,530

             

 

1,140

          

 

15,441

          

 

Due to other funds

110

                

 

1,965

             

 

53

                 

 

804

                

 

-

                 

 

14

                

 

Total Long-Term Liabilities

519,724

508,689

453,140

147,544

24,510

256,075

Net Assets Held in Trust for Pension Benefits

(Schedule of funding progress

by plan begins on page 90 )

$  9,492,018

$  9,432,255

$  8,290,374

$  2,721,015

$  949,614

$  4,714,610
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Judicial

Volunteer

LEOFF

State

Judicial

Defined

Judges

Fire

     Totals

Plan 2

Patrol

Contribution

Fighters'

June 30, 1998

$  713

$  387

$  300

$  16

$  3,940

$  129

$  22,314

8,058

             

 

2,739

          

 

26

              

 

-

                 

 

-

                 

 

488

             

 

174,647

6,642

             

 

391

             

 

26

              

 

-

                 

 

-

                 

 

-

                 

 

88,541

5

                   

 

1

                

 

2

                

 

-

                 

 

17

              

 

2,000

          

 

4,848

2,927

             

 

987

             

 

22

              

 

-

                 

 

-

                 

 

175

             

 

64,868

17,632

4,118

76

-

17

2,663

332,904

35,884

12,213

-

                 

 

-

                 

 

-

                 

 

2,168

777,769

99,627

33,906

-

                 

 

-

                 

 

-

                 

 

6,019

2,159,334

41,534

14,135

-

                 

 

-

                 

 

31

2509

900252

220,150

74,923

-

                 

 

-

                 

 

-

                 

 

13,300

4,771,579

59,226

20,156

-

                 

 

-

                 

 

-

                 

 

3,578

1,283,682

35,401

12,048

-

                 

 

-

                 

 

-

                 

 

2,139

767,298

832

283

-

                 

 

-

                 

 

-

                 

 

50

18026

8,565

2,915

-

                 

 

-

                 

 

16

517

185658

19,464

6,624

-

                 

 

-

                 

 

-

                 

 

1176

421863

907,022

308,687

-

                 

 

6,306

-

                 

 

54,796

19,665,334

113,774

38,721

-

                 

 

-

                 

 

-

                 

 

6,873

2,465,963

50,579

17,214

-

                 

 

-

                 

 

-

                 

 

3,057

1,096,274

74,381

25,314

-

                 

 

-

                 

 

-

                 

 

4,494

1,612,162

35,062

11,933

-

                 

 

-

                 

 

-

                 

 

2,118

759,944

88,002

29,950

-

                 

 

-

                 

 

212

             

 

5,316

1,907,593

26,772

6506

6,274

-

                 

 

-

                 

 

1104

466775

56

                 

 

30

              

 

22

              

 

-

                 

 

-

                 

 

9

                

 

478,808

           

 

1,816,331

615,558

6,296

6,306

259

109,223

39,738,314

1,834,676

       

 

620,063

       

 

6,672

          

 

6,322

          

 

4,216

          

 

112,015

       

 

40,093,532

       

 

88,057

           

 

29,979

        

 

22

              

 

-

                 

 

255

             

 

5,326

          

 

1,909,791

5,262

             

 

2,055

          

 

127

             

 

-

                 

 

12

              

 

391

             

 

128,431

13

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

2,959

93,332

32,034

149

-

267

5,717

2,041,181

$  1,741,344

$  588,029

$  6,523

$  6,322

$  3,949

$  106,298

$  38,052,351


Note 18 - Segment Information - Enterprise Funds
The state of Washington operates enterprise funds which are intended to be self-supported through fees charged to the public, or where a periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes.  Enterprise fund activities operated by the state include the following:

Liquor Fund

The Liquor Fund is used to account for the administration and operation of state liquor stores, warehouses, and the distribution of net proceeds.

Workers’ Compensation Fund

The Workers’ Compensation Fund is used to account for the workers’ compensation program which provides medical, time-loss, and disability benefit payments to qualifying individuals sustaining work-related injuries.

Convention and Trade Fund

The Convention and Trade Fund is used to promote and operate the State Convention and Trade Center.

Lottery Fund


The Lottery Fund is used to account for lottery ticket revenues, administrative and operating expenses of the Lottery Commission, and the distribution of revenue. 

State Ferry Fund


The State Ferry Fund is used to account for all revenues and payments of all operating costs of the state ferry system.

Student Services Fund
The Student Services Fund is used by colleges and universities principally for bookstore, cafeteria, parking, student housing, and food service activities.

All Other Enterprise Funds


Services and fees charged by the various departments including:  Department of Social and Health Services and the Department of Corrections.

The table below reflects in a summarized format the significant enterprise fund activities which have occurred during the fiscal year ended June 30, 1998.  Interfund transactions have not been eliminated for purposes of this analysis (expressed in thousands):
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Convention

Student

All Other

Total

Liquor

Comp.

and Trade

Lottery

State Ferry

Services

Enterprise

Enterprise

Fund

Fund

Fund

Fund

Fund

Fund

Funds

Funds

Operating Revenues

$  94,683

$  1,557,793

$  9,745

$  454,703

$  83,554

$  678,913

$  15,043

$  2,894,434

Depreciation and Amortization

477

3,139

4,076

167

22,187

26,752

2,301

59,099

Operating Income (Loss)

30,566

(161,023)

(6,132)

115,133

(67,519)

48,871

(8,880)

(48,984)

Operating Interfund Transfers (Net)

(28,639)

(4,516)

-

(110,452)

45,395

(4,517)

7,866

(94,863)

Tax Revenue

16,664

-

27,212

-

-

-

(339)

43,537

Net Income (Loss)

2,537

490,876

10,158

31,203

(22,193)

74,526

4,118

591,225

Current Capital Contribution (Return)

-

-

-

-

82,807

(731)

-

82,076

Net Working Capital

38,469

(1,272,901)

87,885

(35,193)

86

266,377

54,349

(860,928)

Change in Fixed Assets

304

(2,083)

10,652

(129)

61,264

24,741

(1,255)

93,494

Total Assets

68,147

9,529,350

328,216

631,326

736,475

1,043,791

69,049

12,406,354

Bonds and Other Long-Term Liabilities

 

 

 

 

 

 

 

  Payable from Operating Revenues

31,618

11,237,691

294,962

476,998

6,965

181,337

3,502

12,233,073

Total Equity

9,718

      

 

(3,484,377)

  

 

1,565

          

 

71,689

    

 

716,706

     

 

712,452

    

 

61,755

     

 

(1,910,492)
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Note 19 - Condensed Financial Information - Component Units

The state has four proprietary type component units.  Three of these components are financing authorities.  They issue nonrecourse revenue bonds to provide low cost capital financing for programs deemed to be in the public interest without using public funds or lending the credit of the state.  These component units are as follows:

Housing Finance

The Washington State Housing Finance Commission makes funds available to help provide housing throughout the state and to finance or refinance nursing homes and capital facilities owned and operated by nonprofit corporations.

Higher Education Facilities

The Washington Higher Education Facilities Authority provides funding to qualified, nonprofit higher education institutions in the state.

Health Care Facilities

The Washington Health Care Facilities Authority makes funds available to qualified, nonprofit health care facilities in the state.

The fourth component unit, the Washington State Public Stadium Authority, was formed in 1997 to acquire, construct, own and operate a stadium, exhibition center and parking garage.  

Public Stadium

The Washington State Public Stadium Authority is negotiating required agreements for design and project development as well as a long-term Master Lease agreement.

The tables below present the latest financial information available for the component units (expressed in thousands):
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Balance Sheets

Housing 

Education

Health Care

Public

 

Finance

Facilities

Facilities

Stadium

June 30, 1997

June 30, 1997

June 30, 1998

June 30, 1998

Totals

Assets:

Current assets

$    29,458

$    619

$    2,772

$    2,768

$    35,617

Other nonfixed assets

531

                  

 

1

                      

 

-

                      

 

6

                      

 

538

                 

 

Fixed assets 

-

                      

 

-

                      

 

-

                      

 

1,283

                

 

1,283

               

 

Total Assets

$    29,989

$    620

$    2,772

$    4,057

$    37,438

Liabilities:

Current liabilities

$          1,603

$       14

$         89

$         373

$      2,079

Long-term liabilities

999

                  

 

-

                      

 

40

                    

 

2,397

                

 

3,436

               

 

Total Liabilities

2,602

                

 

14

                    

 

129

                  

 

2,770

                

 

5,515

               

 

Fund Equity:

Retained Earnings

27,387

              

 

606

                  

 

2,643

                

 

1,287

                

 

31,923

             

 

Total Fund Equity

27,387

              

 

606

                  

 

2,643

                

 

1,287

                

 

31,923

             

 

Total Liabilities and Fund Equity

$    29,989

$     620

$     2,772

$     4,057

$    37,438
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Higher 

 

and Changes in Fund Equity

Housing 

Education

Health Care

Public

 

Finance

Facilities

Facilities

Stadium

Year Ended

Year Ended

Year Ended

Year Ended

June 30, 1997

June 30, 1997

June 30, 1998

June 30, 1998

Totals

Operating revenues

$    5,173

$    73

$    725

$         -

$    5,971

Operating expenses

3,699

                

 

72

                    

 

529

                  

 

960

                  

 

5,260

               

 

Operating income

1,474

                

 

1

                      

 

196

                  

 

(960)

                 

 

711

                 

 

Nonoperating revenue (expenses)

   Interest revenue

1,618

                

 

34

                    

 

154

                  

 

2,247

                

 

4,053

               

 

Net income

3,092

                

 

35

                    

 

350

                  

 

1,287

                

 

4,764

               

 

Fund Equity as restated, July 1

24,295

              

 

571

                  

 

2,293

                

 

-

                      

 

27,159

             

 

Contributions of capital

-

                      

 

-

                      

 

-

                      

 

-

                      

 

-

                     

 

Fund Equity, June 30

$    27,387

$    606

$    2,643

$    1,287

$    31,923
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Note 20 - Year 2000 Readiness Disclosure

The State has undertaken programs to identify systems that are non-Year 2000 compliant and to take appropriate action to ensure system compliance.  The state Legislature has allocated approximately $47 million to address agency Year 2000 compliance needs during the 1997-99 Biennium.

The state does not currently anticipate costs of bringing its systems into compliance to be material, nor does the state expect material impairment of its operations with the advent of the Year 2000.  There can be no assurance, however, that costs to bring systems into compliance will not exceed current expectations.  It is also impossible to anticipate all potential problems, and disruptive and costly situations that could develop.  Similarly, it is not possible to quantify potential losses due to such disruption, nor the amount of any potential recovery by the state.

The following information has been provided by the Washington State Departments of Information Services and General Administration and has not been independently verified by the Office of Financial Management.

The Office of the Governor chartered an interagency Deputy Director’s Year 2000 Committee and a Year 2000 Executive Steering Committee to provide statewide Year 2000 policy direction.  The state’s Department of Information Services (DIS) established a Year 2000 Program Office to coordinate and monitor the overall effort at the state level and to communicate policy and requirements to state agencies related to information technology systems.  Additionally, the state’s Department of General Administration (GA) established a Year 2000 Program Office to complement DIS’ efforts and focus on facilities, infrastructure and equipment in state government that have embedded systems and could cause a disruption in the delivery of vital public services.

The state has adopted a Year 2000 Mitigation Process strategy for all information system  projects.  The strategy provides common high-level process definition to facilitate resource planning and coordination, technical support, and structure for consistent progress reporting on a statewide basis.  It is composed of defined process phases, which are customized to meet specific requirements of the state of Washington.  In addition to the phase objective listed below, each phase has clearly identified activities and deliverables.

1) Awareness – Objective: Define Year 2000 problem and high level potential impact; identify executive level project leader; ensure total organization awareness.

2) Assessment – Objective: Organize the problem solution; define Year 2000 compliance and a process for compliance certification; understand and document both business and technical Year 2000 induced impacts; define overall mitigation priorities and strategies; develop a plan; acquire resources.  

3) Develop/Convert – Objective: Re-engineer, replace or renovate applications and/or data files and databases.

4) Testing – Objective: Perform necessary testing using “current” dates and “key” future dates; perform any special function tests as may be prescribed to satisfy Year 2000 compliance certification.

5) Implementation – Objective: Place re-engineered, replacement, or renovated application systems into productive service.

6) Certification – Objective: Provide formal process of quality control culminating in the agency head’s signature of certification for all Year 2000 mission critical application systems.

7) Project Management – Objective: Provide process control over all phases of the project.

8) Platform Test – Objective:  (Re) validate that the application system, operating system and related support software, as well as the hardware itself, perform correctly as a complete system (optional).

INFORMATION TECHNOLOGY SYSTEMS

The Department of Information Services (DIS) is coordinating and monitoring high-level impact analyses, cost and resource estimates, detailed conversion plans, inventory of mission-critical applications, and conversion and testing of critical systems.  

To ensure objectivity, DIS retained independent auditors to assess Year 2000 readiness for most agencies.  The assessment enables the state to identity problems early and move resources where they are needed most.

The Year 2000 Executive Steering Committee is monitoring conversion progress on information technology systems designated as critical as well as those with inter-agency interfaces.  Systems are deemed to be critical if one or more of the following criteria apply:

1) Applications whose failure could affect the safety or health of the public or which affect payments for income maintenance to citizens or state employees.

2) Common shared, core business applications used by multiple units of state government.  

3) Applications critical to the continued functioning of any individual agency.

Of the 1168 applications identified, 450 were designated mission critical and are subjected to on-going risk assessment reviews to monitor progress on mitigation strategies.  Frequency of the reviews is determined by the DIS Year 2000 Program Office based upon the business impact of the systems involved, the previous risk levels and the progress in the project life-cycle.     

Information on the state’s Year 2000 activities, including compliance status of each mission critical information technology system, may be obtained through the Washington State Department of Information Services, Year 2000 Program Office, 1310 Jefferson St. SE, Olympia, WA 98504-2445 or at the Year 2000 Web Site http://www.wa.gov/DIS/2000.

NON INFORMATION TECHNOLOGY SYSTEMS

The Department of General Administration (GA) is coordinating the non-information technology Year 2000 program for facilities, infrastructure and equipment.  State agencies have identified their vital business services that critically impact public health or safety, payment of benefits or accountability of public resources.  An assessment of the systems that support these vital business services is being conducted to identify embedded systems or chips.  Equipment with embedded systems is then evaluated for testing and remediation, if necessary.  External consultants will conduct risk assessments focused on avoiding disruption of vital public services.  Further information is available through the Washington State Department of General Administration, 1063 Capitol Way, Suite 210, Olympia, WA 98504-1019, or http://www.wa.gov/DIS/2000.
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Note 21 - Commitments and Contingencies

A.  Construction and Other Commitments

Outstanding commitments related to state facility construction, improvement, and/or renovation totaled $1.7 billion at June 30, 1998.

B.  Summary of Significant Litigation

The state and its agencies are parties to numerous routine legal proceedings which normally occur in governmental operations.  At any given point in time, there may be numerous lawsuits involving state agencies which could impact expenditures.  Most of the litigation relates to the implementation of specific state programs, and funds are reserved each biennium for handling this litigation.  There also is a recurring volume of tort and other claims for compensation and damages against the state in a number of specific state agencies, including the Departments of Transportation, Corrections, Social and Health Services, and the University of Washington.  There are risk management funds for these claims and the collective impact is not likely to have a material impact on state revenues or expenditures.  There are, however, two pending matters in litigation which should be specifically noted. 

Medicaid Reimbursement Litigation
Over the past decade, there has been recurring litigation against the Department of Social and Health Services (DSHS) involving Medicaid reimbursement.  Currently there is a lawsuit against DSHS.  Allenmore Pharmacy, Inc. v. DSHS is a class action against the Department seeking additional Medicaid reimbursement for prescription drug claims between 1989 and 1994.    The lawsuit was filed in 1995 following the Supreme Court decision in Failor’s Pharmacy v. DSHS, 125 WN. 2d 488 (1994), where the Court ruled that the Department violated the Administrative Procedures Act (APA), RCW 34.05, by failing to adopt the prescription drug fee schedules in regulation.  The APA was amended in 1994 to exempt fee schedules from APA rulemaking requirements.  The issue of whether the plaintiff class of pharmacy providers are entitled to damages due to the Department’s procedural error will be determined by Judge Tabor in Thurston County Superior Court.  It is difficult to estimate with any certainty the potential amount of damages which might be recovered.  The case is scheduled for trial on January 31, 2000.

Interstate Manufacturers’ Litigation
Over the past ten years there has been recurring litigation challenging the State’s Business & Occupation Tax structure.  The current litigation, which includes the claims of approximately 100 corporate taxpayers, is currently before the Washington Supreme Court under the following captions:  W.R. Grace & Co.-Conn. and Chrysler Motors Corporation v. State of Washington, Department of Revenue, Supreme Court No. 64335-1 and Buffelen Woodworking Company, et al. v. State of Washington, Department of Revenue, Supreme Court No. 65608-8.  This litigation involves Business & Occupation Tax refund claims.  The Thurston County Superior Court determined that refunds are limited to the amount of similar taxes paid to other states and other taxing jurisdictions.  Plaintiffs have appealed that determination.  Briefs have been filed and the appeal was argued by the parties in the State Supreme Court in June 1998.

This litigation also contests the validity of the Business & Occupation Tax credits enacted by the Washington Legislature in 1987 and previously upheld against a constitutional challenge by the Washington Supreme Court in 1990.   At this time, it is difficult to estimate the potential magnitude of this claim and its potential effect on the state’s future revenues and expenditures.

C.  Federal Assistance

The state has received federal financial assistance for specific purposes that are generally subject to review or audit by the grantor agencies.  Entitlement to this assistance is generally conditional upon compliance with the terms and conditions of grant agreements and applicable federal regulations, including the expenditure of assistance for allowable purposes.  Any disallowance resulting from a review or audit may become a liability of the state.  The state does estimate and recognize a claims and judgments liability for disallowances when determined by the grantor agency or for probable disallowances based on experience pertaining to these grants; however, these recognized liabilities and any unrecognized disallowances are considered immaterial to the state’s overall financial condition.

D.  Arbitrage Rebate

Rebatable arbitrage is defined by the Internal Revenue Service Code Section 148 as earnings on investments purchased from the gross proceeds of a bond issue that are in excess of the amount that would have been earned if the investments were invested at a yield equal to the yield on the bond issue.  The rebatable arbitrage must be paid to the federal government.  State agencies and universities responsible for investments from bond proceeds carefully monitor their investments to restrict earnings to a yield less than the bond issue, and therefore limit any state arbitrage liability.  The state estimates that rebatable arbitrage liability, if any, will be immaterial to its overall financial condition.
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Note 22 - Subsequent Events
A.  Bond Issues

In October 1998, the state issued $180 million in Various Purpose General Obligation Bonds, Series 1999A.

B.  Certificates of Participation

In August 1998, the state issued $375 thousand in Certificates of Participation for Bellingham Technical College, Series 694-0001.
In September  1998, the state issued $2.85 million in Certificates of Participation for various statewide equipment lease purchases, Series 1998E.

In October 1998, the state issued $3.435 million in Certificates of Participation for Department of Corrections, Series 310A-0381 and 310A-0382.
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Schedules

[image: image70.wmf]Schedule of Revenues and Other Sources (Uses) - 

All Governmental Fund Types

For the Fiscal Year Ended June 30, 1998 (expressed in thousands)

Governmental Fund Types

Totals

         Special

            Debt

           Capital

Year Ended

Year Ended

 

General

Revenue

Service

Projects

June 30, 1998

June 30, 1997

Taxes:

Retail sales

$    4,651,077

$       1,333

$         -

$         -

$  4,652,410

$  4,436,451

Business and occupation

1,867,726

39,066

-

-

1,906,792

1,787,686

Use (compensating)

331,351

-

-

-

331,351

333,002

Motor vehicle and fuel

2,624

705,562

-

-

708,186

685,238

Liquor, beer, and wine

77,208

52,527

-

-

129,735

117,011

Cigarette and tobacco

84,497

192,154

-

-

276,651

277,594

Insurance premiums

153,911

74,880

-

-

228,791

212,185

Public utility

242,258

-

-

-

242,258

234,427

Property

1,230,915

-

-

-

1,230,915

1,170,583

Motor vehicle excise

379,666

244,779

-

-

624,445

578,305

Other excise

435,716

653

-

-

436,369

343,207

Gift and inheritance

82,203

-

-

-

82,203

88,469

Other taxes

131,130

62,842

-

-

193,972

202,787

Subtotal

9,670,282

1,373,796

-

-

11,044,078

10,466,945

Tax Credits:

Business and occupation

(43,875)

-

-

-

(43,875)

(50,386)

Use (compensating)

(1,066)

-

-

-

(1,066)

(2,017)

Other tax credits

(887)

-

-

-

(887)

(1,797)

Total Taxes

9,624,454

1,373,796

-

-

10,998,250

10,412,745

Licenses, Permits, and Fees:

Business and professions

71,340

32,156

-

-

103,496

121,682

Hunting and fishing

3,493

22,032

-

-

25,525

29,368

Motor vehicle

8,660

247,429

-

-

256,089

244,107

Motor vehicle operators

(2)

25,499

-

-

25,497

24,472

Other fees

18,025

82,069

-

-

100,094

72,356

Total Licenses, Permits, and Fees

101,516

409,185

-

-

510,701

491,985

Federal Grants-In-Aid:

Department of Health and Human Services

2,556,053

253,647

-

-

2,809,700

2,619,352

Department of Labor

94,068

85,084

-

-

179,152

173,520

Department of Agriculture

562,430

22,006

-

-

584,436

655,043

Department of Transportation

584

264,080

-

-

264,664

432,220

Department of Education

289,986

37,270

67

-

327,323

295,053

Other federal grants-in-aid

291,334

166,603

-

251

458,188

401,727

Total Federal Grants-In-Aid

3,794,455

828,690

67

251

4,623,463

4,576,915

Charges For Services:

Tuition and student fees

(32)

490,897

-

19,444

510,309

489,764

Other charges

21,727

168,537

-

-

190,264

192,169

Total Charges For Services

21,695

659,434

-

19,444

700,573

681,933

Miscellaneous Revenue:

Interest income

90,082

90,434

2,497

9,673

192,686

175,161

Timber sales

72,949

59,891

-

5,749

138,589

186,342

Fines and forfeitures

59,621

11,624

-

-

71,245

65,809

Other contracts and grants

241,339

236,125

-

1,694

479,158

419,354

Other

77,511

194,365

4,686

17,113

293,675

293,099

Total Miscellaneous Revenue

541,502

592,439

7,183

34,229

1,175,352

1,139,765

Total Revenues

14,083,622

3,863,544

7,250

53,924

18,008,340

17,303,343

Other Sources (Uses):

Bond sale proceeds

-

118,650

-

621,080

739,730

638,889

Proceeds of refunding bonds

-

-

230,265

-

230,265

55,921

Payment to refunded bond escrow agent

-

-

(230,265)

-

(230,265)

(55,921)

Note proceeds

2,022

9,192

-

4,394

15,608

7,781

Operating transfers in

526,217

434,650

651,493

60,805

1,673,165

1,319,125

Operating transfers out

(962,330)

(524,033)

(18,408)

(26,589)

(1,531,360)

(1,185,722)

Capital lease acquisitions

-

1,533

-

-

1,533

247

Total Other Sources (Uses)

(434,091)

39,992

633,085

659,690

898,676

780,320

Total Revenues and Other Sources(Uses)

$  13,649,531

$  3,903,536

$  640,335

$  713,614

$  18,907,016

$  18,083,663
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For the Fiscal Year Ended June 30, 1998 (expressed in thousands)

   

Governmental Fund Types

Totals

  

         Special

             Debt

            Capital

Year Ended

Year Ended

General

          Revenue

Service

Projects

June 30, 1998

June 30, 1997

By Function:

General government

$       813,442

$      90,694

$  632,689

$    67,551

$    1,604,376

$    1,757,903

Human services

6,373,943

486,744

-

55,092

6,915,779

6,661,539

Natural resources and recreation

289,532

252,846

-

22,523

564,901

564,825

Transportation

28,327

1,496,340

-

19,168

1,543,835

1,519,397

Education

5,778,209

1,476,829

-

335,611

7,590,649

7,401,952

Total Expenditures

$  13,283,453

$   3,803,453

$  632,689

$  499,945

$  18,219,540

$  17,905,616

By Object:

Salaries and wages

$     1,875,419

$   1,191,621

$          -

$     14,895

$    3,081,935

$    2,931,852

Employee benefits

479,706

297,148

-

3,789

780,643

752,648

Personal services

45,383

38,071

-

1,422

84,876

102,347

Goods and services

732,235

885,806

-

61,989

1,680,030

1,404,102

Travel

36,939

53,848

-

561

91,349

86,360

Subtotal

3,169,682

2,466,495

-

82,657

5,718,834

5,277,309

 

Grants and Subsidies:

K-12 basic education

4,414,977

152,869

-

4,349

4,572,195

4,457,200

Public assistance

4,751,505

21,385

-

-

4,772,890

4,394,539

Other miscellaneous

849,201

584,002

-

56,960

1,490,163

2,045,600

Total Grants and Subsidies

10,015,683

758,256

-

61,309

10,835,248

10,897,339

 

 

 

 

Capital Outlays:

Equipment

28,661

45,627

-

7,251

81,539

100,646

All other

43,533

520,226

-

345,958

909,717

1,011,595

Total Capital Outlays

72,194

565,853

-

353,209

991,256

1,112,241

Debt Service:

Principal

21,491

6,657

305,707

2,122

335,977

300,026

Interest

4,403

6,192

326,982

648

338,225

318,701

Total Debt Service

25,894

12,849

632,689

2,769

674,202

618,727

Total Expenditures

$  13,283,453

$  3,803,453

$  632,689

$  499,945

$  18,219,540

$  17,905,616



Trust and Agency Funds

Trust and Agency Funds account for assets Washington holds in a trustee capacity or as an agent for individuals, private organizations, other governmental organizations, or other funds.  These include:  Expendable Trust Funds, Nonexpendable Trust Funds, Pension and Investment Trust Funds, and Agency Funds.

Expendable Trust Funds

Expendable Trust Funds account for assets held by the state in a trustee capacity where the principal and income may be expended in the course of the funds' designated operations.  A brief description of each fund follows:

The Human Services Trust Fund primarily accounts for the deposit of funds requisitioned from the Federal Unemployment Trust Fund and for the payment of unemployment benefits.  This fund also accounts for miscellaneous human services activities such as (1) the fees and expenses that provide health care services under the Basic Health Plan, (2) recoveries on behalf of children receiving support payments, (3) surcharges assessed on all telephone lines to provide telephone service to low-income and physically impaired individuals, and (4) contributions and grants in aid of institutional residents.

The Higher Education Trust Fund accounts for college and university gifts in the support of fellowships and scholarships.

The Deferred Compensation Trust Fund is used to account for the amount of compensation deferred by state employees and employees of other political subdivisions electing to participate in a deferred compensation plan in accordance with Internal Revenue Code Section 457.

The Miscellaneous Trust Fund accounts for various assets held in trust for other governments, individuals, or the public at large.  This includes the administration of the deferred compensation plan for state employees, museums and historical societies, K-12 school construction investments, local rail assistance, and various regional environmental trusts.

Nonexpendable Trust Funds
Nonexpendable Trust Funds account for assets held by the state in a trustee capacity where only the income derived from the trust principal may be expended for designated operations.  The principal must be preserved intact.  A brief description of each fund follows:

The Higher Education Endowment Fund accounts for the principal derived from the sale of timber, and for gifts and bequests which the donors have specified must remain intact.  Interest earned is used for the benefit of certain colleges and universities.

The Common School Permanent Fund accounts for the principal derived from the sale of timber.  Interest earned is used for the benefit of common schools. 

Pension and Investment Trust Funds
Pension Trust Funds account for transactions, assets, liabilities, and net assets available for plan benefits of the various state public employee retirement systems.  See Note 17, Retirement Systems, for a description of the individual Pension Trust Funds.

Public Employees’ Retirement System Plan 1 Fund membership includes elected officials; state employees; employees of the Supreme, Appeals, and Superior Courts other than judges; employees of legislative committees; community and technical college, college, and university employees not in national higher education retirement programs; judges of district and municipal courts; noncertificated employees of school districts; and employees of local governments, who joined the system by September 30, 1977.

Public Employees’ Retirement System Plan 2 Fund membership includes elected officials; state employees; employees of the Supreme, Appeals, and Superior Courts other than judges currently in the Judicial Retirement System; employees of legislative committees; community and technical college, college, and university employees not in national higher education retirement programs; judges of district and municipal courts; noncertificated employees of school districts; and employees of local governments, who joined the system after September 30, 1977.

Teachers’ Retirement System Plan 1 Fund membership is limited to certified employees in grades K-12 in the public schools, who joined the system by September 30, 1977.

Teachers’ Retirement System Plan 2 and 3 Defined Benefit Fund membership is limited to certified employees in grades K-12 in the public schools, who joined the system after September 30, 1977.

Teachers’ Retirement System Plan 3 Defined Contribution Fund membership is limited to certified employees in grades K-12 in the public schools, who joined the system subsequent to June 30, 1996.

Law Enforcement Officers’ and Fire Fighters’ Retirement System Plan 1 Fund membership includes all full-time, fully compensated, local law enforcement officers and fire fighters, who joined the system by September 30, 1977.

Law Enforcement Officers’ and Fire Fighters’ Retirement System Plan 2 Fund membership includes all full-time, fully compensated, local law enforcement officers and fire fighters, who joined the system subsequent to September 30, 1977.

Washington State Patrol Retirement Fund membership is limited to commissioned employees of the Washington State Patrol.

Judicial Retirement System Fund membership includes judges first elected or appointed to the Supreme Court, Court of Appeals, and Superior Courts on or after August 9, 1971 and prior to July 1, 1988.

Volunteer Firefighters’ Retirement Fund membership requires volunteer service with a fire department of an electing municipality of the state.

Judicial Supplemental Retirement Defined Contribution Fund membership includes judges elected or appointed to the Supreme Court, Court of Appeals, and Superior Courts who are members of the Public Employees’ Retirement System for their service as judges.

Judges Retirement Fund membership includes judges elected or appointed to the Supreme Court, Court of Appeals, and Superior Courts prior to August 9, 1971.

Local Government Investment Pool is a short-term investment pool available to Washington State counties, cities, towns, municipal corporations, political subdivisions, special-purpose taxing districts, community and technical colleges, and the State Board for Community and Technical Colleges.  The external portion of the pool is reported as an investment trust fund.

Agency Funds
Agency Funds account for the receipt and disbursement of various taxes, deposits, deductions, and property collected by the state, acting in the capacity of an agent, for distribution to other governmental units or other organizations.  A brief description of each of Washington's Agency Funds follows:

The Clearing Fund is used as a clearing account primarily for processing payrolls.  This fund is also used for other activities such as the following:  (1) collection and disbursement of child support payments for clients, (2) processing payments for goods and services purchased, (3) collection and distribution of a portion of motor vehicle excise taxes to local governments and transit districts for public transportation systems, and (4) collection and payment of employer and employee Old Age Survivors Insurance contributions.

The Suspense Fund is used to account for the following:  (1) third parties' monies for which final disposition is not yet known, (2) state revenues received without a statement designating source and fund, and (3) state timber sales bid deposits where final disposition is pending.

The Local Government Distributions Fund is used to account for the receipt and allocation of local sales and use taxes, and leasehold taxes imposed by local governments.

The Pooled Investments Fund is used for pooling and investing surplus state funds, and the accumulation and allocation of interest earned among the various accounts and funds from which such investments and investment deposits were made.


[image: image72.wmf]Combining Balance Sheet

Trust and Agency Funds

June 30, 1998 (expressed in thousands)

Non-

Pension and

Expendable 

expendable

Investment

     Totals

Trust

Trust

Trust

Agency

June 30, 1998

June 30, 1997

Assets:

Current Assets:

Cash and pooled investments

$  1,724,681

$  72,432

$  3,273,356

$  136,342

$  5,206,811

$  3,948,046

Investments

-

                     

 

-

                     

 

-

                     

 

-

                      

 

-

-

Other receivables (net of allowance)

293,238

18,032

             

 

269,261

           

 

102,358

            

 

682,889

596,955

Due from other funds

21,144

1,177

               

 

11,154

             

 

430,250

            

 

463,725

393,954

Due from other governments

239,953

-

                     

 

64,868

             

 

24,511

              

 

329,332

242,472

Inventories

186

                 

 

-

                     

 

-

                     

 

-

                      

 

186

201

Total Current Assets

2,279,202

91,641

3,618,639

693,461

6,682,943

5,181,628

Other Assets:

Investments, noncurrent

1,169,844

         

 

1,406,322

         

 

39,732,008

       

 

41,528

              

 

42,349,702

36,474,286

Other nonfixed assets

-

                     

 

27,234

             

 

-

                     

 

136,727

            

 

163,961

162,216

Land

-

                     

 

45

                   

 

-

                     

 

-

                      

 

45

45

Total Other Assets

1,169,844

1,433,601

39,732,008

178,255

42,513,708

36,636,547

Total Assets

$  3,449,046

$  1,525,242

$  43,350,647

$  871,716

$  49,196,651

$  41,818,175

 

Liabilities and Fund Balances

Liabilities:

Accounts payable

$        8,485

$          -

$          -

$        7,862

$     16,347

$     13,978

Contracts and retainages payable

446

                 

 

3,755

               

 

-

                     

 

72,477

              

 

76,678

29,174

Accrued liabilities

27,073

             

 

11,385

             

 

441,248

           

 

276,675

            

 

756,381

419,266

Obligations under security lending agreements

7,717

               

 

11,281

             

 

1,909,791

         

 

5,479

               

 

1,934,268

1,798,832

Due to other funds

18,545

             

 

124,251

           

 

2,990

               

 

56,283

              

 

202,069

191,102

Due to other governments

19,515

             

 

-

                     

 

-

                     

 

314,972

            

 

334,487

2,623,019

Deferred revenues

167,177

           

 

-

                     

 

-

                     

 

1,251

               

 

168,428

146,773

Claims and judgments payable, current

719

                 

 

-

                     

 

-

                     

 

-

                      

 

719

710

Other long-term obligations

26,417

             

 

2,661

               

 

-

                     

 

136,717

            

 

165,795

1,034,412

Total Liabilities

276,094

153,333

2,354,029

871,716

3,655,172

6,257,266

Fund Balances:

Reserved for encumbrances

66,037

             

 

-

                     

 

-

                     

 

-

                      

 

66,037

            

 

69,282

            

 

Reserved for inventories

186

                 

 

-

                     

 

-

                     

 

-

                      

 

186

201

Reserved for nonexpendable trust corpus

-

                     

 

1,371,909

         

 

-

                     

 

-

                      

 

1,371,909

1,103,932

Reserved for unemployment compensation

1,523,236

         

 

-

                     

 

-

                     

 

-

                      

 

1,523,236

1,375,201

Reserved for retirement systems

-

                     

 

-

                     

 

38,052,351

       

 

-

                      

 

38,052,351

32,620,453

Reserved for local governments

-

                     

 

-

                     

 

2,944,267

         

 

-

                      

 

2,944,267

-

Reserved for other specific purposes

397,227

           

 

-

                     

 

-

                     

 

-

                      

 

397,227

353,711

Unreserved, designated for higher education

4,408

               

 

-

                     

 

-

                     

 

-

                      

 

4,408

4,408

Unreserved. undesignated

1,181,858

         

 

-

                     

 

-

                     

 

-

                      

 

1,181,858

33,721

Total Fund Balances

3,172,952

1,371,909

40,996,618

-

45,541,479

35,560,909

Total Liabilities and Fund Balances

$  3,449,046

$  1,525,242

$  43,350,647

$  871,716

$  49,196,651

$  41,818,175
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Expendable Trust Funds

June 30, 1998 (expressed in thousands)

Human

Higher

Deferred

Services

Education

Comp.

Miscellaneous

     Totals

Trust

Trust

Trust

Trust

June 30, 1998

June 30, 1997

Assets:

Cash and pooled investments

$  1,523,188

$  40,221

$  58,813

$  102,459

$  1,724,681

$  1,473,479

Investments

-

                   

 

-

                   

 

-

                   

 

-

                   

 

-

-

Other receivables (net of allowance)

29,209

           

 

106,039

         

 

-

                   

 

157,990

         

 

293,238

283,605

Due from other funds

4,993

             

 

2,014

             

 

340

               

 

13,797

           

 

21,144

19,053

Due from other governments

13,296

           

 

2,049

             

 

-

                   

 

224,608

         

 

239,953

181,494

Inventories

-

                   

 

14

                 

 

-

                   

 

172

               

 

186

201

Investments, noncurrent

1,117

             

 

108,147

         

 

1,041,002

       

 

19,578

           

 

1,169,844

990,073

Total Assets

$  1,571,803

$  258,484

$  1,100,155

$  518,604

$  3,449,046

$  2,947,905

 

Liabilities and Fund Balances

Liabilities:

Accounts payable

$        6,189

$        482

$               -

$        1,814

$     8,485

$     5,660

Contracts and retainages payable

-

                   

 

25

                 

 

-

                   

 

421

               

 

446

228

Accrued liabilities

6,339

             

 

3,921

             

 

192

               

 

16,621

           

 

27,073

31,009

Obligations under security lending agreements

-

                   

 

125

               

 

3,577

             

 

4,015

             

 

7,717

9,147

Due to other funds

3,406

             

 

5,935

             

 

6,567

             

 

2,637

             

 

18,545

16,458

Due to other governments

5,479

             

 

38

                 

 

-

                   

 

13,998

           

 

19,515

6,329

Deferred revenues

631

               

 

594

               

 

-

                   

 

165,952

         

 

167,177

145,294

Claims and judgments payable, current

-

                   

 

-

                   

 

-

                   

 

719

               

 

719

710

Other long-term obligations

-

                   

 

-

                   

 

-

                   

 

26,417

           

 

26,417

896,546

Total Liabilities

22,044

11,120

10,336

232,594

276,094

1,111,381

Fund Balances:

Reserved for encumbrances

266

               

 

5,258

             

 

-

                   

 

60,513

           

 

66,037

            

 

69,282

            

 

Reserved for inventories

-

                   

 

14

                 

 

-

                   

 

172

               

 

186

201

Reserved for unemployment compensation

1,523,236

       

 

-

                   

 

-

                   

 

-

                   

 

1,523,236

1,375,201

Reserved for other specific purposes

1,599

             

 

192,243

         

 

-

                   

 

203,385

         

 

397,227

353,711

Unreserved, designated for higher education

-

                   

 

4,408

             

 

-

                   

 

-

                   

 

4,408

4,408

Unreserved, undesignated

24,658

           

 

45,441

           

 

1,089,819

       

 

21,940

           

 

1,181,858

33,721

Total Fund Balances

1,549,759

247,364

1,089,819

286,010

3,172,952

1,836,524

Total Liabilities and Fund Balances

$  1,571,803

$  258,484

$  1,100,155

$  518,604

$  3,449,046

$  2,947,905
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Nonexpendable Trust Funds

June 30, 1998 (expressed in thousands)

Higher

Common

Education

School

     Totals

Endowment

Permanent

June 30, 1998

June 30, 1997

Assets:

Cash and pooled investments

$  72,284

$  148

$  72,432

$  38,279

Other receivables (net of allowance)

16,054

                 

 

1,978

                   

 

18,032

15,922

Due from other funds

1,177

                   

 

-

                         

 

1,177

1,973

Due from other governments

-

                         

 

-

                         

 

-

-

Investments, noncurrent

1,244,666

             

 

161,656

               

 

1,406,322

1,136,321

Other nonfixed assets

27,234

                 

 

-

                         

 

27,234

28,205

Land

45

                       

 

-

                         

 

45

45

Total Assets

$  1,361,460

$  163,782

$  1,525,242

$  1,220,745

 

Liabilities and Fund Balance

Liabilities:

Contracts and retainages payable

$  3,755

$          -

$  3,755

$  4,128

Accrued liabilities

11,328

                 

 

57

                       

 

11,385

2,612

Obligations under security lending agreements

7,826

                   

 

3,455

                   

 

11,281

8,605

Due to other funds

123,314

               

 

937

                     

 

124,251

97,489

Due to other governments

-

                         

 

-

                         

 

-

-

Deferred revenues

-

                         

 

-

                         

 

-

113

Other long-term obligations

2,661

                   

 

-

                         

 

2,661

3,866

Total Liabilities

148,884

4,449

153,333

116,813

Fund Balance

Reserved for nonexpendable trust corpus

1,212,576

             

 

159,333

               

 

1,371,909

1,103,932

Total Fund Balances

1,212,576

159,333

1,371,909

1,103,932

Total Liabilities and Fund Balance

$  1,361,460

$  163,782

$  1,525,242

$  1,220,745
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Pension and Investment Trust Funds

June 30, 1998 (expressed in thousands)

Teachers'

Teachers'

Public

Public

Plan 2 & 3

Plan 3

Employees'

Employees'

Teachers'

Defined

Defined

LEOFF

Plan 1

Plan 2

Plan 1

Benefit

Contribution

Plan 1

Assets:

Cash and pooled investments

$  4,292

$  1,536

$  4,794

$  2,914

$  1,580

$  1,713

Receivables:

Interest and dividends 

44,243

             

 

43,689

             

 

38,611

             

 

12,605

        

 

2,179

               

 

22,009

              

 

Contributions  

12,159

             

 

38,720

             

 

14,068

             

 

15,605

        

 

-

                      

 

930

                  

 

Due from other funds

1,971

               

 

15

                   

 

817

                 

 

11

              

 

-

                      

 

9

                     

 

Other 

17,243

             

 

15,856

             

 

14,392

             

 

4,535

         

 

783

                  

 

7,948

               

 

Total Receivables

75,616

98,280

67,888

32,756

2,962

30,896

Investments, Noncurrent:

Equity in CTF (See Note 17)

9,931,226

         

 

9,840,892

         

 

8,670,270

         

 

2,803,604

   

 

492,947

            

 

4,937,789

         

 

Other noncurrent investments

608

                 

 

236

                 

 

562

                 

 

29,285

        

 

476,635

            

 

287

                  

 

Total Investments, Noncurrent

9,931,834

9,841,128

8,670,832

2,832,889

969,582

4,938,076

Total Assets

10,011,742

       

 

9,940,944

         

 

8,743,514

         

 

2,868,559

   

 

974,124

            

 

4,970,685

         

 

Liabilities:

Obligations under security

  lending agreements

483,867

           

 

477,746

           

 

422,339

           

 

138,210

      

 

23,370

              

 

240,620

            

 

Accrued liabilities

35,747

             

 

28,978

             

 

30,748

             

 

8,530

         

 

1,140

               

 

15,441

              

 

Due to other funds

110

                 

 

1,965

               

 

53

                   

 

804

            

 

-

                      

 

14

                    

 

Total Liabilities

519,724

508,689

453,140

147,544

24,510

256,075

Net Assets Held in Trust for Pension

and Investment Pool Participants

(Schedule of funding progress

by plan begins on page 90)

$  9,492,018

$  9,432,255

$  8,290,374

$  2,721,015

$  949,614

$  4,714,610



[image: image76.wmf]Washington

Judicial

Judicial

Volunteer

Local Gov't

LEOFF

State

Defined

Defined

Judges

Fire

Investment

     Totals

Plan 2

Patrol

Benefit

Contribution

Fighters'

Pool

June 30, 1998

June 30, 1997

$  713

$  387

$  300

$  16

$  3,940

$  129

$  3,251,042

$  3,273,356

$  38,620

8,058

         

 

2,739

         

 

26

              

 

-

                

 

-

                

 

488

            

 

6,073

         

 

180,720

158,790

6,642

         

 

391

            

 

26

              

 

-

                

 

-

                

 

-

                

 

-

                

 

88,541

91,344

5

               

 

1

               

 

2

               

 

-

                

 

17

              

 

2,000

         

 

-

                

 

4,848

1,095

2,927

         

 

987

            

 

22

              

 

-

                

 

-

                

 

175

            

 

-

                

 

64,868

35,124

17,632

4,118

76

-

17

2,663

6,073

338,977

286,353

1,816,275

   

 

615,528

      

 

6,274

         

 

-

                

 

-

                

 

109,214

      

 

-

                

 

39,224,019

34,212,531

56

              

 

30

              

 

22

              

 

6,306

         

 

259

            

 

9

               

 

-

                

 

514,295

16,277

1,816,331

615,558

6,296

6,306

259

109,223

-

39,738,314

34,228,808

1,834,676

   

 

620,063

      

 

6,672

         

 

6,322

         

 

4,216

         

 

112,015

      

 

3,257,115

   

 

43,350,647

       

 

34,553,781

       

 

88,057

        

 

29,979

        

 

22

              

 

-

                

 

255

            

 

5,326

         

 

-

                

 

1,909,791

1,696,498

         

 

5,262

         

 

2,055

         

 

127

            

 

-

                

 

12

              

 

391

            

 

312,817

      

 

441,248

232,587

13

              

 

-

                

 

-

                

 

-

                

 

-

                

 

-

                

 

31

              

 

2,990

4,243

93,332

32,034

149

-

267

5,717

312,848

2,354,029

1,933,328

$  1,741,344

$  588,029

$  6,523

$  6,322

$  3,949

$  106,298

$  2,944,267

$  40,996,618

$  32,620,453



[image: image77.wmf]Combining Statement of Assets and Liabilities

Agency Funds

June 30, 1998 (expressed in thousands)

Local

Gov't

Pooled

     Totals

Clearing

Suspense

Distrib.

Investments

June 30, 1998

June 30, 1997

Assets:

Cash and pooled investments

$  12,885

$  68,849

$  29,812

$  24,796

$  136,342

$  85,778

Other receivables (net of allowance)

840

            

 

3,849

          

 

-

                

 

97,669

        

 

102,358

39,677

Due from other funds

281

            

 

5,092

          

 

276,467

      

 

148,410

      

 

430,250

367,051

Due from other governments

25

              

 

14,920

        

 

-

                

 

9,566

          

 

24,511

25,854

Investments, noncurrent

-

                

 

4,008

          

 

1,667

          

 

35,853

        

 

41,528

50,633

Other nonfixed assets

-

                

 

136,727

      

 

-

                

 

-

                

 

136,727

134,011

Total Assets

$  14,031

$  233,445

$  307,946

$  316,294

$  871,716

$  703,004

 

Liabilities:

Accounts payable

$     3,969

$     2,170

$            -

$     1,723

$     7,862

$     8,318

Contracts and retainages payable

9

                

 

70,336

        

 

-

                

 

2,132

          

 

72,477

24,818

Accrued liabilities

9,877

          

 

3,991

          

 

752

            

 

263,306

      

 

277,926

153,395

Oblig. under securities lend. agree.

-

                

 

3,939

          

 

1,540

          

 

-

                

 

5,479

11,349

             

 

Due to other funds

35

              

 

7,545

          

 

17

              

 

48,686

        

 

56,283

72,414

Due to other governments

141

            

 

8,747

          

 

305,637

      

 

447

            

 

314,972

298,710

Other long-term obligations

-

                

 

136,717

      

 

-

                

 

-

                

 

136,717

134,000

Total Liabilities

$    14,031

$   233,445

$   307,946

$   316,294

$    871,716

$    703,004



[image: image78.wmf]Combining Statement of Revenues, Expenditures,

and Changes in Fund Balances

Expendable Trust Funds

For the Fiscal Year Ended June 30, 1998 (expressed in thousands)

Human

Higher

Deferred

Services

Education

Comp.

Miscellaneous

Totals for the Year Ended

Trust

Trust

Trust

Trust

June 30, 1998

June 30, 1997

Revenues:

Licenses, permits, and fees

$       343

$       406

$         -

$       1,000

$       1,749

$       1,189

Other contracts and grants

814

              

 

60,179

          

 

-

                  

 

1,000

             

 

61,993

59,786

Federal grants-in-aid

40,639

          

 

103,682

        

 

-

                  

 

206,904

          

 

351,225

199,718

Charges for services

35,811

          

 

17,506

          

 

-

                  

 

8,589

             

 

61,906

46,962

Unemployment compensation contributions

771,734

        

 

-

                  

 

-

                  

 

-

                    

 

771,734

707,657

Investment income

96,868

          

 

15,864

          

 

161,168

        

 

12,636

           

 

286,536

113,878

Miscellaneous revenue

62,851

          

 

17,679

          

 

85,312

          

 

28,161

           

 

194,003

50,021

Total Revenues

1,009,060

215,316

246,480

258,290

1,729,146

1,179,211

Expenditures:

Current:

General government

421

              

 

-

                  

 

34,453

          

 

39,610

           

 

74,484

41,023

Human services

813,700

        

 

-

                  

 

-

                  

 

1,088

             

 

814,788

804,072

Natural resources and recreation

-

                  

 

-

                  

 

-

                  

 

1,114

             

 

1,114

1,887

Transportation

-

                  

 

-

                  

 

-

                  

 

145,439

          

 

145,439

222

Education

39,018

          

 

209,352

        

 

-

                  

 

1,582

             

 

249,952

244,127

Capital outlays

43

                

 

815

              

 

-

                  

 

5,601

             

 

6,459

1,459

Debt service:

Principal

-

                  

 

167

              

 

-

                  

 

-

                    

 

167

2,879

Interest

-

                  

 

14

                

 

-

                  

 

8

                   

 

22

14

Total Expenditures

853,182

210,348

34,453

194,442

1,292,425

1,095,683

Excess of Revenues

Over (Under) Expenditures

155,878

4,968

212,027

63,848

436,721

83,528

Other Financing Sources (Uses):

Note proceeds

-

                  

 

-

                  

 

-

                  

 

3

                   

 

3

-

Operating transfers in

526

              

 

37,932

          

 

-

                  

 

23,729

           

 

62,187

37,971

Operating transfers out

(521)

             

 

(31,102)

         

 

-

                  

 

(27,181)

          

 

(58,804)

(51,188)

Total Other Financing Sources (Uses)

5

6,830

-

(3,449)

3,386

(13,217)

Excess of Revenues and Other

Sources Over (Under) Expenditures

and Other Uses

155,883

11,798

212,027

60,399

440,107

70,311

Fund Balances:

Fund balances as restated, July 1

1,393,876

     

 

235,414

        

 

877,792

        

 

225,611

          

 

2,732,693

1,766,211

Residual equity transfers in

-

                  

 

152

              

 

-

                  

 

-

152

2

Residual equity transfers out

-

                  

 

-

                  

 

-

                  

 

-

                    

 

-

-

Fund Balances, June 30

$  1,549,759

$  247,364

$  1,089,819

$  286,010

$  3,172,952

$  1,836,524




[image: image79.wmf]Combining Statement of Revenues, Expenses, 

and Changes in Fund Balances

Nonexpendable Trust Funds

For the Fiscal Year Ended June 30, 1998 (expressed in thousands)

Higher        

Common     

Education      

School       

Totals for the Year Ended

Endowment    

Permanent    

June 30, 1998

June 30, 1997

Operating Revenues:

Earnings on investments

$     146,968

$     16,370

$     163,338

$     98,381

Miscellaneous revenue

45,730

            

 

3,683

              

 

49,413

37,775

Total Operating Revenues

192,698

20,053

212,751

136,156

Nonoperating Revenues (Expenses):

Other revenue (expenses)

(41)

                 

 

933

                

 

892

571

Income (Loss) Before Operating Transfers

192,657

20,986

213,643

136,727

Operating Transfers:

Operating transfers in

10,821

            

 

-

                    

 

10,821

8,238

Operating transfers out

(49,622)

           

 

(10,209)

           

 

(59,831)

(53,958)

Net Operating Transfers In (Out)

(38,801)

(10,209)

(49,010)

(45,720)

Net Income (Loss) 

153,856

10,777

164,633

91,007

Fund Balances:

Fund balance as restated, July 1

1,058,722

        

 

148,556

          

 

1,207,278

1,012,927

Residual equity transfers in (out)

(2)

                   

 

-

                    

 

(2)

(2)

Fund Balances, June 30

$  1,212,576

$  159,333

$  1,371,909

$  1,103,932




[image: image80.wmf]Combining Statement of Cash Flows

Nonexpendable Trust Funds

For the Fiscal Year Ended June 30, 1998  (expressed in thousands)

Higher   

Common  

Education 

School    

Totals for the Year Ended

Endowment

Permanent

June 30, 1998

June 30, 1997

Cash Flows from Operating Activities:

  Operating Income (Loss)

$  192,698

$  20,053

$  212,751

$  136,156

Adjustments to Reconcile Operating Income

to Net Cash Provided by Operations:

  Interest revenue reported as operating

(146,968)

(16,370)

(163,338)

(98,381)

  Other revenues 

-

932

932

718

  Other expenses

(40)

-

(40)

(147)

Change in Assets:  Decrease (Increase)

  Receivables (net of allowance)

(2,005)

(105)

(2,110)

7,180

  Due from other funds

796

-

796

(207)

  Due from other governments

-

-

-

2

  Other nonfixed assets

877

94

971

2,599

Change in Liabilities:  Increase (Decrease)

  Contracts and retainages payable

(373)

-

(373)

(209)

  Accrued liabilities

8,728

45

8,773

(6,603)

  Due to other funds

26,731

31

26,762

20,403

  Due to other governments

-

-

-

-

  Deferred revenues

(113)

-

(113)

(3,727)

  Other long-term obligations

(1,205)

-

(1,205)

(1,018)

Net Cash or Cash Equivalents Provided 

by (Used in) Operating Activities

79,126

4,680

83,806

56,766

Cash Flows from Noncapital Financing Activities:

  Operating transfers in

10,821

-

10,821

8,238

  Operating transfers out

(49,622)

(10,209)

(59,831)

(53,958)

  Fund equity transfers (out)

(2)

-

(2)

(2)

Net Cash or Cash Equivalents Provided by

(Used in) Noncapital Financing Activities

(38,803)

(10,209)

(49,012)

(45,722)

Cash Flows from Investing Activities:

  Receipt of interest

92,028

11,201

103,229

98,381

  Proceeds from sale of investment securities

172,189

43,160

215,349

309,430

  Purchases of investment securities

(270,207)

(49,012)

(319,219)

(421,390)

Net Cash Provided by (Used in) Investing Activities

(5,990)

5,349

(641)

(13,579)

Net Increase (Decrease) in Cash and Pooled Investments

34,333

(180)

34,153

(2,535)

Cash and Pooled Investments, July 1

37,951

328

38,279

40,814

Cash and Pooled Investments, June 30

$  72,284

$  148

$  72,432

$  38,279

Noncash Investing, Capital, and Financing Activities:

Increase (decrease) in fair value of investments

$  54,940

$  5,169

$  60,109

$         -

Change in investment valuation policy

99,569

3,777

103,346

-




[image: image81.wmf]Combining Statement of Changes in Assets and Liabilities

Agency Funds

 Continued

For the Fiscal Year Ended June 30, 1998 (expressed in thousands)

Balance

Balance

July 1, 1997

Additions

Deductions

June 30, 1998

Clearing Fund

Assets:

Cash and pooled investments

$     12,896

$     2,693,198

$     2,693,209

$     12,885

Other receivables (net of allowance)

508

1,319

987

840

Due from other funds

135

167

21

281

Due from other governments

39

-

14

25

Total Assets

$  13,578

$  2,694,684

$  2,694,231

$  14,031

Liabilities:

Accounts payable

$     3,161

$     14,311

$     13,503

$     3,969

Contracts and retainages payable

17

2

10

9

Accrued liabilities

10,093

2,703,216

2,703,432

9,877

Due to other funds

165

2,936

3,066

35

Due to other governments

142

1

2

141

Total Liabilities

$  13,578

$  2,720,466

$  2,720,013

$  14,031

Suspense Fund

Assets:

Cash and pooled investments

$     14,336

$     554,956

$     500,443

$     68,849

Other receivables (net of allowance)

6,925

83,203

86,279

3,849

Due from other funds

9,865

3,059

7,832

5,092

Due from other governments

15,272

494

846

14,920

Investments, noncurrent

1,993

            

 

7,947

5,932

4,008

Other nonfixed assets

134,011

80,595

77,879

136,727

Total Assets

$  182,402

$  730,254

$  679,211

$  233,445

Liabilities:

Accounts payable

$     2,040

$     14,157

$     14,027

$     2,170

Contracts and retainages payable

20,148

67,742

17,554

70,336

Accrued liabilities

2,743

366,713

365,465

3,991

Obligations under security lending agreements

1,993

            

 

7,878

5,932

              

 

3,939

Due to other funds

10,893

8,795

12,143

7,545

Due to other governments

10,585

120,285

122,123

8,747

Other long-term obligations

134,000

80,596

77,879

136,717

Total Liabilities

$  182,402

$  666,166

$  615,123

$  233,445

Local Government Distributions Fund

Assets:

Cash and pooled investments

$     52,436

$     1,368,398

$     1,391,022

$     29,812

Due from other funds

235,638

41,611

782

276,467

Investments, noncurrent

9,356

3,207

10,896

1,667

Total Assets

$  297,430

$  1,413,216

$  1,402,700

$  307,946

Liabilities:

Accounts payable

$         -

$         -

$         -

$         -

Accrued liabilities

520

257

25

752

Obligations under security lending agreements

9,356

            

 

3,081

10,897

            

 

1,540

Due to other funds

16

17

16

17

Due to other governments

287,538

1,419,524

1,401,425

305,637

Total Liabilities

$  297,430

$  1,422,879

$  1,412,363

$  307,946




[image: image82.wmf]Combining Statement of Changes in Assets and Liabilities

Agency Funds

Concluded

For the Fiscal Year Ended June 30, 1998 (expressed in thousands)

Balance

Balance

July 1, 1997

Additions

Deductions

June 30, 1998

Deferred Compensation Fund

Assets:

Cash and pooled investments

$     4,019

$         -

$     4,019

$         -

Other receivables (net of allowance)

-

-

-

-

Due from other funds

44

-

44

-

Investments, noncurrent

879,806

-

879,806

-

Total Assets

$  883,869

$         -

$  883,869

$         -

Liabilities:

Accounts payable

$         -

$         -

$         -

$         -

Accrued liabilities

215

-

215

-

Obligations under security lending agreements

863

              

 

-

863

                

 

-

Due to other funds

5,000

-

5,000

-

Other long-term obligations

877,791

-

877,791

-

Total Liabilities

$  883,869

$         -

$  883,869

$         -

Pooled Investments Fund

Assets:

Cash and pooled investments

2,318,000

$    

 

238,086,926

$   

 

240,380,130

$   

 

$     24,796

Other receivables (net of allowance)

39,861

111,909

54,101

97,669

Due from other funds

121,413

150,616

123,619

148,410

Due from other governments

10,543

8,701

9,678

9,566

Investments, noncurrent

112,517

165,347

242,011

35,853

Total Assets

$  2,602,334

$  238,523,499

$  240,809,539

$  316,294

Liabilities:

Accounts payable

$     3,117

$     2,072

$     3,466

$     1,723

Contracts and retainages payable

4,653

154,998

157,519

2,132

Accrued liabilities

141,068

201,267

79,029

263,306

Obligations under security lending agreements

73,233

          

 

-

73,233

-

Due to other funds

61,838

38,620

51,772

48,686

Due to other governments

2,318,425

202

2,318,180

447

Total Liabilities

$  2,602,334

$  397,159

$  2,683,199

$  316,294

Totals - All Agency Funds

Assets:

Cash and pooled investments

2,401,687

$    

 

242,703,478

$   

 

244,968,823

$   

 

$     136,342

Other receivables (net of allowance)

47,294

196,431

141,367

102,358

Due from other funds

367,095

195,453

132,298

430,250

Due from other governments

25,854

9,195

10,538

24,511

Investments, noncurrent

1,003,672

176,501

1,138,645

41,528

Other nonfixed assets

134,011

80,595

77,879

136,727

Total Assets

$  3,979,613

$  243,361,653

$  246,469,550

$  871,716

Liabilities:

Accounts payable

$     8,318

$     30,540

$     30,996

$     7,862

Contracts and retainages payable

24,818

222,742

175,083

72,477

Accrued liabilities

154,639

3,271,453

3,148,166

277,926

Obligations under security lending agreements

85,445

          

 

10,959

            

 

90,925

            

 

5,479

Due to other funds

77,912

50,368

71,997

56,283

Due to other governments

2,616,690

1,540,012

3,841,730

314,972

Other long-term obligations

1,011,791

80,596

955,670

136,717

Total Liabilities

$  3,979,613

$  5,206,670

$  8,314,567

$  871,716
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[image: image83.wmf]Table 1 - Revenues, Expenditures, and Other Financing Sources (Uses)  

All Governmental Fund Types

Fiscal Years 1989 through 1998 (dollars in millions)

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

Revenues:

Taxes:

  Retail sales

$  4,652.4

$  4,436.5

$  4,177.6

$  4,117.9

$  4,004.9

$  3,681.0

$  3,486.6

$  3,327.2

$  3,075.3

$  2,676.4

  Business and occupation

1,862.9

1,787.7

1,703.2

1,562.9

1,407.7

1,288.5

1,243.9

1,163.4

1,143.0

1,009.2

  Use (compensating)

330.3

333.0

295.3

283.3

303.4

262.7

260.0

260.8

223.8

197.2

  Motor vehicle and fuel

708.2

685.2

676.7

661.9

632.3

650.5

655.9

585.0

491.3

453.6

  Liquor, beer, and wine

129.7

117.0

113.2

105.7

108.8

98.9

108.8

95.2

90.8

80.7

  Cigarette and tobacco

276.7

277.6

278.3

218.6

215.3

143.6

146.9

140.3

138.7

129.7

  Insurance premiums

228.8

212.2

202.7

205.6

146.3

120.2

110.0

107.0

92.7

88.8

  Public utility

242.3

234.4

232.4

207.7

196.3

168.9

169.4

156.6

152.6

145.5

  Property

1,230.9

1,170.6

1,107.3

1,031.9

956.1

883.7

810.0

742.4

680.9

637.8

  Excise

1,060.8

921.5

836.4

781.6

784.4

620.7

571.5

727.9

691.6

550.8

  Gift and inheritance

82.2

88.5

61.4

42.0

35.2

35.6

34.5

48.9

29.7

17.3

  Other (less credits)

193.1

148.5

139.2

226.9

208.4

285.2

218.2

189.4

188.8

128.3

Total Taxes

10,998.3

10,412.7

9,823.7

9,446.0

8,999.1

8,239.5

7,815.7

7,544.1

6,999.2

6,115.3

Licenses, permits, and fees

510.7

492.0

476.1

467.5

450.2

436.2

422.7

381.9

345.4

308.0

Federal grants-in-aid

4,623.5

4,576.9

4,382.0

4,033.2

3,741.6

3,492.2

3,205.9

2,780.8

2,414.5

2,225.9

Charges and miscellaneous revenue

1,683.2

1,646.5

1,489.9

1,411.6

1,262.2

1,112.1

962.6

921.8

907.4

747.8

Interest income

192.7

175.2

167.3

153.5

150.9

163.1

196.5

206.4

179.0

117.8

Total Revenues

18,008.3

17,303.3

16,339.0

15,511.8

14,604.0

13,443.1

12,603.4

11,835.0

10,845.5

9,514.8

Expenditures:

Current:

 General government

930.6

1,122.2

987.2

977.5

902.4

919.6

681.9

749.1

682.3

641.7

 Human services

6,827.7

6,526.4

6,145.5

5,570.6

5,042.3

4,834.0

4,392.5

3,839.8

3,255.4

2,893.9

 Natural resources and recreation

529.4

522.8

498.1

541.6

508.2

521.4

518.5

528.1

391.1

388.0

 Transportation

1,020.1

931.4

859.3

910.4

753.7

746.4

680.7

610.9

490.6

476.5

 Education

7,246.3

7,071.9

6,707.2

6,439.6

6,160.8

6,057.7

5,585.4

4,971.9

4,397.6

4,009.9

Capital outlays

991.3

1,112.2

969.3

1,276.4

1,038.0

1,060.3

875.1

1,095.5

886.9

839.2

Debt service

674.2

618.7

604.5

568.8

530.5

500.4

448.6

415.7

401.9

370.8

Total Expenditures

18,219.5

17,905.6

16,771.1

16,284.9

14,935.9

14,639.8

13,182.7

12,211.0

10,505.7

9,620.0

Revenues Over (Under) Expenditures

(211.2)

(602.3)

(432.1)

(773.1)

(331.9)

(1,196.7)

(579.3)

(376.0)

339.8

(105.2)

Other Financing Sources (Uses):

Bond proceeds net of refunding

739.7

638.9

454.0

603.5

649.4

600.4

543.9

508.2

171.3

230.0

Note proceeds

15.6

7.8

4.9

4.9

7.5

7.3

71.1

-

-

5.7

Net operating transfers in (out)

141.8

133.4

157.9

167.3

132.5

167.8

157.2

(24.9)

144.7

127.2

Capital lease acquisitions

1.5

0.2

-

19.0

8.1

8.0

3.8

15.3

11.5

3.8

Net Other Financing Sources (Uses)

898.7

780.3

616.8

794.7

797.5

783.5

776.0

498.6

327.5

366.7

Operating Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Financing Uses

$     687.5

$     178.0

$     184.7

$     21.6

$    465.6

$  (413.2)

$    196.7

$    122.6

$    667.3

$    261.5

Notes:  Data is per State of Washington Comprehensive Annual Financial Reporting System, GAAP Basis.

            Figures may not total due to rounding.



[image: image84.wmf]Table 2 - Revenues, Expenditures, and Other Financing Sources (Uses)

General Fund

Fiscal Years 1989 through 1998 (dollars in millions)

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

Revenues:

Taxes:

  Retail sales

$  4,651.1

$  4,435.4

$  4,169.1

$  4,110.3

$  3,995.6

$  3,677.6

$  3,483.5

$  3,324.6

$  3,074.4

$  2,676.3

  Business and occupation

1,867.7

1,750.0

1,670.4

1,546.1

1,391.1

1,288.5

1,243.9

1,163.4

1,143.0

1,009.2

  Use (compensating)

331.4

333.0

295.3

283.3

303.4

262.7

260.0

260.8

223.8

197.2

  Liquor, beer, and wine

77.2

74.6

72.5

73.2

74.5

77.4

76.3

74.5

72.2

71.2

  Cigarette and tobacco

84.5

86.3

80.3

92.3

91.9

97.7

100.2

96.3

93.5

94.0

  Insurance premiums

153.9

141.3

172.3

203.3

143.9

118.2

108.3

104.9

90.8

88.8

  Public Utility

242.3

234.4

232.4

207.7

196.2

168.9

169.4

156.6

152.6

145.5

  Property

1,230.9

1,170.6

1,107.3

1,031.9

956.1

883.7

810.0

742.4

681.0

637.8

  Excise

815.4

695.3

627.0

610.8

621.1

511.6

429.8

626.1

634.7

497.2

  Gift and inheritance

82.2

88.5

61.4

42.0

35.2

35.6

34.5

48.9

29.7

17.3

  Other (less credits)

87.9

82.9

73.9

156.2

141.3

206.6

189.4

114.5

126.2

100.7

Total Taxes

9,624.5

9,092.3

8,561.9

8,357.1

7,950.3

7,328.5

6,905.3

6,713.0

6,322.0

5,535.2

Licenses, permits, and fees

101.5

95.1

88.3

91.0

89.4

85.7

84.0

71.8

66.5

57.8

Federal grants-in-aid

3,794.5

3,595.8

3,438.4

3,014.1

2,734.7

2,593.3

2,329.6

1,910.8

1,642.9

1,467.5

Charges and miscellaneous revenue

473.1

443.6

382.3

417.0

424.0

327.2

458.2

378.0

366.3

341.5

Interest income

90.1

82.9

76.3

80.2

90.2

79.2

102.0

100.8

84.8

56.0

Total Revenues

14,083.6

13,309.7

12,547.2

11,959.4

11,288.6

10,413.9

9,879.1

9,174.4

8,482.4

7,458.0

Expenditures:

Current:

 General government

790.2

736.8

639.9

620.1

567.4

579.3

402.6

498.7

466.4

441.0

 Human services

6,338.9

5,999.8

5,786.1

5,309.0

4,831.7

4,655.4

4,235.6

3,687.4

3,126.5

2,797.7

 Natural resources and recreation

274.4

279.3

250.8

268.7

231.7

246.6

258.2

249.4

214.0

220.6

 Transportation

26.5

24.5

24.1

30.7

36.1

33.3

32.1

38.0

31.3

34.6

 Education

5,755.4

5,557.1

5,338.0

5,167.0

4,991.0

4,881.1

4,741.5

4,381.4

3,876.9

3,543.4

Capital outlays

72.2

72.0

77.7

185.3

105.2

95.1

58.8

165.2

129.7

91.0

Debt service

25.9

13.2

19.4

18.7

17.1

4.5

8.6

4.5

12.6

10.0

Total Expenditures

13,283.4

12,682.7

12,136.0

11,599.5

10,780.2

10,495.3

9,737.4

9,024.6

7,857.3

7,138.3

Revenues Over (Under) Expenditures

800.2

627.0

411.2

359.9

508.4

(81.4)

141.7

149.8

625.0

319.7

Other Financing Sources (Uses):

Note proceeds

2.0

3.3

1.1

2.8

4.9

5.7

2.5

-

-

-

Net operating transfers in (out)

(436.1)

(519.1)

(307.2)

(337.3)

(222.1)

(168.3)

(117.3)

(308.7)

(126.9)

(101.4)

Capital lease acquisitions

-

-

-

17.5

5.7

7.0

0.5

7.8

8.6

3.7

Net Other Financing Sources (Uses)

(434.1)

(515.8)

(306.1)

(317.0)

(211.5)

(155.6)

(114.3)

(300.9)

(118.3)

(97.7)

Operating Revenues and Other

Financing Sources Over (Under)

Expenditures and Other Financing Uses

$     366.1

$    111.2

$    105.1

$    42.9

$    296.9

$  (237.0)

$    27.4

$   (151.0)

$    506.7

$    222.0

Notes:  Data is per State of Washington Comprehensive Annual Financial Reporting System, GAAP Basis.

            Figures may not total due to rounding.



[image: image85.wmf]Table 3A - Property Tax Levies and Collections

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Total property tax levies

$  4,571

$  4,293

$  4,010

$  3,719

$  3,477

$  3,100

$  2,843

$  2,500

$  2,359

$  2,146

Current tax collections

$  4,407

$  4,129

$  3,856

$  3,578

$  3,334

$  2,975

$  2,714

$  2,401

$  2,263

$  2,058

Delinquent tax collections

118

118

105

112

108

103

88

93

93

87

Total Tax Collections

$  4,525

$  4,247

$  3,961

$  3,690

$  3,442

$  3,078

$  2,802

$  2,494

$  2,356

$  2,145

Outstanding delinquent taxes

$  77

$  75

$  70

$  71

$  74

$  78

$  71

$  66

$  64

$  74

Percent of current taxes collected

96.4%

96.2%

96.2%

96.2%

95.9%

96.0%

95.5%

96.0%

95.9%

95.9%

Ratio of total tax collections to tax levy

99.0%

98.9%

98.8%

99.2%

99.0%

99.3%

98.6%

99.8%

99.9%

100.0%

Ratio of delinquent taxes to total tax levy

1.7%

1.7%

1.7%

1.9%

2.1%

2.5%

2.5%

2.6%

2.7%

3.4%

Source:  Tax Statistics, Washington State Department of Revenue.

Table 3B - Assessed and Estimated Actual Value of Property

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Real Property

  Assessed value

$ 324,134

$ 303,221

$ 288,297

$ 273,688

$ 255,822

$ 240,623

$ 214,705

$ 197,518

$ 160,586

$ 154,427

  Estimated actual value

359,568

336,838

329,199

305,605

287,739

273,261

254,995

214,946

178,717

159,678

Personal Property

  Assessed value

27,774

27,222

25,285

24,074

22,477

21,948

21,232

20,381

17,709

16,738

  Estimated actual value

29,879

28,389

26,271

24,884

23,881

23,174

22,370

21,294

18,324

17,323

Total

  Assessed value

$ 351,908

$ 330,443

$ 313,582

$ 297,762

$ 278,299

$ 262,571

$ 235,937

$ 217,899

$ 178,295

$ 171,165

  Estimated actual value

389,447

365,227

355,470

330,489

311,620

296,435

277,365

236,240

197,041

177,001

Ratio of total assessed value to

  total estimated actual value

90.4%

90.5%

88.2%

90.1%

89.3%

88.6%

85.1%

92.2%

90.5%

96.7%

Source:  Tax Statistics, Washington State Department of Revenue.

Table 3C - Property Tax Levies

Overlapping Governments

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

State

$ 1,189

$ 1,099

$ 1,066

$     981

$     908

$     835

$     768

$     695

$     636

$     616

Local school districts

1,415

1,333

1,187

1,115

1,041

916

816

686

665

561

Counties

849

820

789

731

685

585

541

490

458

416

Cities and towns

589

549

503

470

444

413

391

339

315

296

Other districts

529

492

465

422

399

351

327

290

285

257

Total Property Tax Levies

$  4,571

$  4,293

$  4,010

$  3,719

$  3,477

$  3,100

$  2,843

$  2,500

$  2,359

$  2,146

Source:  Tax Statistics, Washington State Department of Revenue.




[image: image86.wmf]Table 4A - Property Value and Construction

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Property Value:

  Assessed value

$  351,908

$  330,443

$  313,582

$  297,762

$  278,299

$  262,571

$  235,937

$  217,899

$  178,295

$  171,165

Exemptions:

  Senior citizen

$  2,883

$  2,999

$  3,037

$  2,980

$  2,895

$  2,798

$  2,518

$  1,883

$  1,735

$  1,750

  Head of household

44

54

50

49

56

55

56

59

54

7

Total Exemptions

$  2,927

$  3,053

$  3,087

$  3,029

$  2,951

$  2,853

$  2,574

$  1,942

$  1,789

$  1,757

New Construction:

  Value

$  8,497

$  6,818

$  7,794

$  7,269

$  7,291

$  6,867

$  7,628

$  7,034

$  5,489

$  4,978

Source:  Tax Statistics, Washington State Department of Revenue.

Table 4B - Residential Building Activity

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Residential Building Activity:

  Permits

41,089

39,597

38,445

44,854

40,236

39,682

33,012

48,447

48,210

45,055

  Valuations

$  4,225

$  3,773

$  3,578

$  4,227

$  3,673

$  3,460

$  2,644

$  3,487

$  3,247

$  2,668

Source:  U.S. Department of Commerce, Bureau of the Census.

Table 4C - Principal Property Tax Payers

As of December 31, 1997 (dollars in millions)

Percentage of

Assessed

Total Assessed

Taxpayer

Type of Business

Valuation

Valuation

The Boeing Company

Aerospace

$   5,498

1.56%

Puget Sound Energy

Utility

2,057

0.58%

US West Communications

Telecommunications

1,789

0.51%

Weyerhaeuser Company

Wood products

1,280

0.36%

GTE Northwest Inc.

Telecommunications

767

0.22%

Microsoft

Software manufacturing

751

0.21%

Washington Water Power

Utility

629

0.18%

PacificCorp

Utility

551

0.16%

Wright Runstad

Office buildings

498

0.14%

Norpac

Paper manufacturer

490

0.14%

Longview Fiber

Paper and pulp

459

0.13%

Totals

$  14,769

4.20%

Note:  As of December 1997, the Total Assessed Property Valuation for Washington State was $351,908 million; taxes are due in 1998.

Source:  Information from 38 of the 39 counties in Washington State for their top ten principal taxpayers.




[image: image87.wmf]Table 5A - Accrued State Retail Sales Tax*

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Sales Subject to Retail Sales Tax:

  Gross

$102,800

$  95,648

$  90,107

$  86,436

$  81,249

$  79,220

$  72,272

$  68,655

$  63,742

$  56,683

  Taxable

69,975

64,301

   

 

62,315

   

 

60,586

   

 

56,962

   

 

54,634

51,440

48,977

44,426

39,298

Accrued State Retail Sales Tax*

4,548

4,179

    

 

4,054

    

 

3,939

    

 

3,703

    

 

3,551

3,344

3,184

2,888

2,554

*State tax only, excludes accrued local sales tax revenues.

Source:  Quarterly Business Review, Washington State Department of Revenue. 

Table 5B - Computation of Legal Debt Limitation

June 30, 1998 (dollars in millions)

               Three year mean, general state revenues

$  7,294

               Legal Debt Limitation:

               Debt service limitation (7 percent of above)

$  510

                 Less:  Projected maximum annual debt service of outstanding bonds 

480

               Uncommitted Portion of Debt Service Limitation

$   30

               Remaining state general obligation debt capacity

$  417

                 Plus - Debt outstanding

4,231

               Maximum Debt Authorization Subject to Limitation

$  4,648

Source:  Office of the State Treasurer - Certification of the Debt Limitation of the State of Washington for Fiscal Year 1998.

Table 5C - Domestic Financial Institutions Deposits

As of December 31, 1988 through 1997 (dollars in millions)

          Financial Institutions

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

State Chartered Banking Institutions (1):

    Commercial Banks

$  8,405

$  13,346

$  14,940

$  16,820

$  12,959

$  12,439

$  6,106

$  5,473

$  4,832

$  4,025

    Percent change

(37.0)

(10.7)

(11.2)

29.8

4.2

103.7

11.6

13.3

20.0

(2.7)

    Savings Banks

$  15,783

$  14,431

$  13,946

$  15,825

$  9,144

$  8,349

$  8,968

$  8,035

$  6,351

$  6,947

    Percent change

9.4

3.5

(11.9)

73.1

9.5

(6.9)

11.6

26.5

(8.6)

16.3

                                                                                                                                                                                                                                                               

                                                                                                                                                                                                                                                               

                                                                                                                                                                                                                                                               

                                                                                                                                                                                                                                                               

                                                                                                                                                                                                                                                               

                                                                                                                                                                                                                                                               

    Branches of Foreign Banks

$  222

$  288

$  466

$  2,411

$  413

$  545

$  570

$  611

$  454

$  584

    Percent change

(22.9)

(38.2)

(80.7)

483.8

(24.2)

(4.4)

(6.7)

34.6

(22.3)

(26.2)

Federal Chartered Credit Unions (2)

$  2,123

$  2,764

$  2,611

$  2,553

$  2,548

$  2,530

$  2,290

$  1,784

$  1,850

$  1,755

Percent change

(23.2)

5.9

2.3

0.2

0.7

10.5

28.4

(3.6)

5.4

19.8

State Chartered Credit Unions (1)

$  8,121

$  6,172

$  6,355

$  5,659

$  5,663

$  5,638

$  4,911

$  4,942

$  4,183

$  3,888

Percent change

31.6

(2.9)

12.3

(0.1)

0.4

14.8

(0.6)

18.1

7.6

22.1

State Chartered Savings & Loans (1)

$  1,249

$  1,086

$  1,344

$  2,256

$  1,081

$  1,085

$  1,383

$  1,557

$  2,109

$  1,908

Percent change

15.0

(19.2)

(40.4)

108.7

(0.4)

(21.5)

(11.2)

(26.2)

10.5

(14.1)

Sources:  (1)  Washington State Department of Financial Institutions.

                (2)  Washington Credit Union League,  Federal Way, Washington.




[image: image88.wmf]Table 6A - Ratio of Net General and Limited Obligation Bonded Debt to

Assessed Value & Net General and Limited Obligation Bonded Debt Per Capita

Fiscal Years 1988 through 1997

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Population (in thousands) #(1)

5,607

     

 

5,517

     

 

5,430

     

 

5,334

     

 

5,241

     

 

5,117

5,000

4,867

4,728

4,617

Assessed Value (in millions) #(2)

$ 351,908

$ 330,443

$ 313,582

$ 297,762

$ 278,299

$ 262,572

$ 235,937

$ 217,899

$ 178,295

$ 171,165

Net Bonded Debt (in millions) #(3):

  Gross Bonded Debt

$ 6,192

$ 5,831

$ 5,650

$ 5,310

$ 4,611

$ 4,177

$ 3,721

$ 3,363

$ 3,315

$ 3,166

  Less:

    Debt Service Fund

80

82

80

97

101

128

119

109

88

85

Net Bonded Debt

$ 6,112

$ 5,749

$ 5,570

$ 5,213

$ 4,510

$ 4,049

$ 3,602

$ 3,254

$ 3,227

$ 3,081

Ratio of Net Bonded Debt to

  Assessed Value

1.74%

1.74%

1.78%

1.75%

1.62%

1.54%

1.53%

1.49%

1.81%

1.80%

Net Bonded Debt Per Capita

$ 1,090

$ 1,042

$ 1,026

$ 977

$ 861

$ 791

$ 720

$ 669

$ 683

$ 667

Sources:   (1)  Washington State Economic and Revenue Forecast Council.

                 (2)  Tax Statistics, Washington State Department of Revenue.

                 (3)  Washington Office of State Treasurer.

Table 6B - Selected Financial Ratios 

Calendar Years 1988 through 1997

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

State bonded debt per capita

$ 1,150

$ 1,085

$ 1,051

$ 1,033

$ 967

$ 917

$ 794

$ 762

$ 741

$ 750

State bonded debt as a percentage

  of personal income

4.29%

4.29%

4.42%

4.53%

4.38%

4.25%

3.88%

3.86%

4.06%

4.42%

Total debt service as a percentage

  of personal income

0.43%

0.46%

0.47%

0.45%

0.46%

0.42%

0.42%

0.42%

0.45%

0.46%

State bonded debt as a percentage of market 

  value of taxable property

1.66%

1.64%

1.61%

1.67%

1.63%

1.58%

1.43%

1.57%

1.78%

1.96%

Factors:

Population (thousands) #(1)

5,607

5,517

5,430

5,334

5,241

5,117

5,000

4,867

4,728

4,617

Personal income (in millions) #(1)

$ 150,368

$ 139,516

$ 129,117

$ 121,606

$ 115,788

$ 110,461

$ 102,387

$ 95,981

$ 86,345

$ 78,263

Total debt service (in millions) #(2)

$ 643

$ 635

$ 607

$ 546

$ 529

$ 465

$ 433

$ 401

$ 389

$ 363

Market value of taxable

 property (in millions) #(3)

$ 389,447

$ 365,227

$ 355,470

$ 330,489

$ 311,620

$ 296,436

$ 277,365

$ 236,240

$ 197,041

$ 177,001

State bond debt (in millions) #(2)

$ 6,446

$ 5,988

$ 5,706

$ 5,512

$ 5,067

$ 4,692

$ 3,968

$ 3,708

$ 3,505

$ 3,461

Sources:   (1)  Washington State Economic and Revenue Forecast Council.

                 (2)  Washington Office of State Treasurer.

                 (3)  Tax Statistics, Washington State Department of Revenue.




[image: image89.wmf]Table 7A - Ratio of Annual Debt Service to Expenditures

All Governmental Fund Types

Fiscal Years 1989 through 1998 (dollars in millions)

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

Principal

$  336.0

$  300.0

$  304.6

$  274.3

$  273.7

$  236.9

$  205.2

$  165.4

$  168.9

$  144.4

Interest

338.2

318.7

299.9

294.6

256.9

263.6

243.4

250.3

232.9

226.4

Total Debt Service

$  674.2

$  618.7

$  604.5

$  568.9

$  530.6

$  500.5

$  448.6

$  415.7

$  401.8

$  370.8

Total Governmental

  Funds Expenditures 

$  18,219.5

$  17,905.6

$  16,771.1

$  16,284.9

$  14,935.9

$  14,639.8

$  13,182.7

$  12,210.9

$  10,505.7

$  9,620.0

Ratio Debt Service

  to Governmental Funds

  Expenditures

3.7

3.5

3.6

3.5

3.6

3.4

3.4

3.4

3.8

3.9

Source:  Washington State Office of Financial Management - Accounting Division.

Table 7B - Revenue Bond Coverage

Fiscal Years 1989 through 1998 (dollars in millions)

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

Gross Revenues (1)

$  2,932

$  2,079

$  2,071

$  2,128

$  2,049

$  1,972

$  1,845

$  1,680

$  1,396

$  1,261

Operating Expenses (2)

2,331

2,514

2,089

2,146

2,135

2,397

1,955

1,730

1,252

1,190

Net Revenue Available

   for Debt Service

$601

$    (435)

$    (18)

$    (18)

$    (86)

$    (425)

$    (110)

$    (50)

$144

$71

Debt Service Requirements:

  Principal

$   6

$   6

$   6

$   5

$   6

$   6

$   6

$   7

$   7

$  10

  Interest

8

8

9

10

8

7

7

6

6

23

Total Debt Service Requirements

$  14

$  14

$  15

$  15

$  14

$  13

$  13

$  13

$  13

$  33

Coverage Ratio

42.93

(31.07)

(1.20)

(1.20)

(6.14)

(32.69)

(8.46)

(3.85)

11.08

2.15

   (1)  Total revenues (including earnings on investments).

   (2)  Total operating expenses exclusive of depreciation.

Source:  Washington State Office of Financial Management - Accounting Division.




[image: image90.wmf]Table 8A - Total Resident Population and Components of Change

Calendar Years 1989 through 1998 (figures in thousands)

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

Population

5,685.3

5,606.8

5,516.8

5,429.9

5,334.4

5,240.9

5,116.7

5,000.4

4,866.7

4,728.1

Population change:

  Number

78.5

90.0

86.9

95.5

93.6

124.2

116.2

133.7

138.6

111.2

  Percent

1.4

1.6

1.6

1.8

1.8

2.4

2.3

2.7

2.8

2.4

Births number

78.2

77.0

77.2

77.6

78.2

79.1

80.2

79.1

76.4

73.0

Deaths number

41.0

41.5

41.0

40.3

39.5

39.4

37.2

36.6

36.2

36.0

Net migration number

41.3

54.5

50.7

58.2

54.9

84.5

73.2

91.2

98.5

74.2

Notes:  Births, deaths, and migration year figures are April through March.

            Population figures are as of April 1 of each year.

            Birth and death figures are estimated for the year 1997.

Source:  Washington State Economic and Revenue Forecast Council - September 1998 forecast.

Table 8B - Employment Comparison

Washington vs. United States

Calendar Years 1988 through 1997 (figures in thousands)

Total Civilian

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Labor Force:

  Washington State

2,988

2,880

2,810

2,717

2,701

2,648

2,535

2,537

2,451

2,316

  Percent change

3.7

2.5

3.4

0.6

2.0

4.5

(0.1)

3.5

5.8

2.6

  United States

136,300

133,900

132,300

131,000

129,200

128,100

126,400

125,900

123,900

121,700

  Percent change

1.8

1.2

1.0

1.4

0.9

1.3

0.4

1.6

1.8

1.5

Employment:

  Washington State

2,846

2,693

2,631

2,543

2,495

2,449

2,373

2,413

2,300

2,173

  Percent change

5.7

2.4

3.5

1.9

1.9

3.2

(1.7)

4.9

5.8

4.2

  United States

129,600

126,700

124,900

123,100

120,300

118,500

117,700

118,800

117,300

115,000

  Percent change

2.3

1.4

1.5

2.3

1.5

0.7

(0.9)

1.3

2.0

2.3

Source:  Washington State Economic and Revenue Forecast Council - September 1998 forecast.




[image: image91.wmf]Table 9A - Labor Force and Employment by Sector

Calendar Years 1988 through 1997 (figures in thousands)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Resident Civilian Labor Force and

Employment in Washington State (1)

Civilian labor force

2,987.5

2,880.1

2,810.3

2,716.6

2,701.2

2,648.2

2,535.1

2,537.5

2,450.9

2,315.8

Unemployment

141.8

187.2

179.3

173.7

205.9

201.7

162.6

124.5

151.3

142.9

Total Employment

2,845.7

2,692.9

2,631.0

2,542.9

2,495.3

2,446.5

2,372.5

2,413.0

2,299.6

2,172.9

Unemployment percentage rate

4.7%

6.5%

6.4%

6.4%

7.6%

7.6%

6.4%

4.9%

6.2%

6.2%

Nonagricultural Wage and Salary

Workers Employed in Washington State

Manufacturing:

  Food processing

41.8

42.4

42.0

40.5

39.0

38.0

37.6

37.6

35.4

34.0

  Lumber and wood

35.4

35.2

35.4

36.3

35.9

36.5

36.4

39.9

41.1

41.7

  Paper and pulp

16.3

16.8

17.3

17.2

17.2

17.7

17.9

18.1

17.9

17.1

  Chemicals

5.6

5.6

5.5

5.6

5.4

5.2

5.2

13.2

12.2

12.5

  Metals and machinery

69.5

64.5

60.2

56.5

54.1

53.0

55.0

57.1

55.4

52.0

  Aerospace

104.8

86.3

80.2

91.8

102.7

111.9

115.6

116.2

113.7

101.0

  Other transportation equipment

14.6

14.1

14.8

13.3

12.0

11.5

12.8

14.8

15.3

15.1

  Other manufacturing

82.0

79.9

76.9

75.6

74.4

73.4

71.6

72.3

70.3

68.2

Total Manufacturing

369.9

344.8

332.3

336.9

340.8

347.2

351.9

369.4

361.5

341.5

Nonmanufacturing:

  Construction

136.1

127.8

122.0

123.0

119.1

119.2

118.2

117.3

106.7

96.5

  Transportation, communications, and utilities

133.2

124.9

119.6

116.5

114.2

113.6

111.9

113.0

108.3

101.8

  Trade

606.8

590.9

580.0

565.0

546.5

537.8

527.2

521.5

502.1

477.1

  Finance, insurance, and real estate

128.0

123.9

121.6

124.1

121.2

119.3

116.9

115.5

112.2

109.2

  Services and miscellaneous (2)

682.4

652.5

626.7

601.4

579.9

561.2

539.7

508.1

475.7

446.2

  State and local government

390.5

382.1

374.4

365.7

357.7

350.2

338.7

323.9

307.8

297.4

  Federal civilian government

67.8

68.7

70.1

71.5

72.3

73.4

72.9

73.7

72.1

71.4

Total Nonmanufacturing

2,144.7

2,070.8

2,014.5

1,967.2

1,910.9

1,874.7

1,825.5

1,773.0

1,684.8

1,599.5

Total Wage and Salary Workers

2,514.7

2,415.6

2,346.8

2,304.1

2,251.7

2,221.9

2,177.4

2,142.4

2,046.3

1,941.1

Notes:  Figures may not total due to rounding.

           (1) Average of monthly data.

           (2) Includes mining and quarrying.

Source:  Washington State Economic and Revenue Forecast Council - September 1998 forecast.

Table 9B - Average Annual Wage Rates

Calendar Years 1988 through 1997

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Construction

$  35,427

$  33,128

$  32,373

$  31,197

$  30,456

$  30,542

$  28,857

$  26,992

$  25,690

$  24,690

Finance, insurance, and real estate

40,154

   

 

36,970

   

 

34,841

  

 

33,147

  

 

33,944

  

 

32,343

28,853

27,673

25,960

25,063

Federal government

41,985

   

 

39,868

   

 

37,588

  

 

36,171

  

 

34,951

  

 

33,183

32,055

29,845

28,354

27,700

State and local government

29,409

   

 

28,744

   

 

28,024

  

 

27,295

  

 

26,932

  

 

26,054

24,697

23,170

22,192

21,225

Mining

45,258

   

 

41,886

   

 

42,161

  

 

40,212

  

 

38,813

  

 

38,919

36,908

35,619

33,858

34,139

Transportation, communications, and utilities

38,519

   

 

36,165

   

 

36,129

  

 

34,612

  

 

33,767

  

 

32,956

31,598

30,185

29,610

29,245

Services

33,980

   

 

30,794

   

 

28,418

  

 

26,884

  

 

25,817

  

 

25,404

23,273

21,398

19,628

18,755

Retail trade

18,255

   

 

17,441

   

 

16,987

  

 

16,674

  

 

16,028

  

 

15,715

14,964

14,270

13,430

12,816

Wholesale trade

38,507

   

 

36,790

   

 

35,104

  

 

33,531

  

 

32,557

  

 

32,258

30,388

28,829

27,003

26,050

Manufacturing

41,250

   

 

39,521

   

 

37,993

  

 

36,576

  

 

35,420

  

 

35,596

33,331

32,126

30,511

29,288

Source:  Washington State Economic and Revenue Forecast Council - September 1998 forecast.




[image: image92.wmf]Table 10A - Personal Income Comparison

Washington vs. United States

Calendar Years 1988 through 1997 (dollars in billions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

In Current Dollars:

  Washington

    Amount

$  150.4

$  139.5

$  130.3

$  121.8

$  116.4

$  110.7

$  102.6

$  96.2

$  86.5

$  78.4

    Percent change

7.8

7.1

7.0

4.6

5.2

7.8

6.6

11.2

10.3

8.3

  United States

    Amount

$  6,784.0

$  6,425.2

$  6,072.1

$  5,757.9

$  5,481.0

$  5,255.7

$  4,965.6

$  4,796.2

$  4,496.4

$  4,178.9

    Percent change

5.6

5.8

5.5

5.1

4.3

5.8

3.5

6.7

7.6

7.8

 

In 1992 Constant Dollars:

  Washington

    Amount

$  134.5

$  127.1

$  121.2

$  115.8

$  113.4

$  110.7

$  106.0

$  103.6

$  97.8

$  93.0

    Percent change

5.8

4.9

4.6

2.2

2.4

4.4

2.4

5.9

5.1

4.0

  United States

    Amount

$  6,067.7

$  5,854.5

$  5,645.2

$  5,475.8

$  5,338.7

$  5,255.8

$  5,128.9

$  5,162.1

$  5,084.3

$  4,956.3

    Percent change

3.6

3.7

3.1

2.6

1.6

2.5

(0.6)

1.5

2.6

3.5

Source:  Washington State Economic and Revenue Forecast Council - September 1998 forecast.

Table 10B - Personal Income by Component

Calendar Years 1988 through 1997 (dollars in billions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Total personal income

$  150.4

$  139.5

$  130.3

$  121.8

$  116.4

$  110.7

$  102.6

$  96.2

$  86.5

$  78.4

Percent change

7.8

7.1

7.0

4.6

5.2

7.8

6.6

11.2

10.3

8.3

Total earnings

$  106.3

$  97.4

$  90.8

$  86.1

$  82.8

$  79.3

$  72.8

$  68.1

$  61.0

$  55.7

Percent change

9.1

7.3

5.5

3.9

4.4

8.9

6.9

11.6

9.6

9.2

      Wages and salaries

$  85.6

$  77.3

$  71.7

$  67.7

$  64.6

$  62.9

$  58.0

$  54.2

$  48.9

$  44.7

      Percent change

10.8

7.7

5.9

4.8

2.8

8.5

7.0

10.9

9.4

8.5

      Other labor income

$  8.3

$  7.8

$  7.7

$  7.6

$  7.2

$  6.6

$  5.9

$  5.3

$  4.6

$  4.1

      Percent change

5.8

2.2

1.1

5.7

8.6

11.2

12.0

14.9

13.7

6.3

      Farm proprietor's income

$  0.6

$  1.0

$  0.5

$  0.6

$  1.1

$  0.9

$  0.6

$  0.6

$  0.6

$  0.6

      Percent change

(42.3)

80.5

(6.2)

(49.2)

23.4

44.8

11.6

(10.5)

12.2

(23.7)

      Nonfarm proprietor's income

$  11.9

$  11.4

$  10.9

$  10.2

$  9.9

$  8.9

$  8.3

$  8.1

$  6.9

$  6.4

      Percent change

4.6

4.5

6.7

3.1

11.1

6.9

2.8

16.4

8.0

21.5

Less:  Personal contributions for

          social insurance

$  7.5

$  6.9

$  6.5

$  6.2

$  5.8

$  5.6

$  5.1

$  4.7

$  4.2

$  3.8

          Percent change

8.8

6.2

5.8

6.4

3.8

8.5

9.8

10.2

12.1

12.7

Plus:  Residence adjustment

$  1.6

$  1.5

$  1.3

$  1.2

$  1.1

$  1.1

$  1.0

$  0.9

$  0.8

$  0.7

          Percent change

5.0

16.7

13.4

5.9

1.5

8.6

5.2

13.7

11.1

11.5

          Dividends, interest, and rent

$  27.1

$  25.6

$  23.8

$  21.2

$  19.8

$  18.6

$  18.2

$  17.9

$  16.3

$  14.2

          Percent change

6.0

7.3

12.4

7.2

6.0

2.3

1.8

10.1

14.5

6.8

          Transfer payments

$  22.9

$  21.9

$  20.9

$  19.5

$  18.5

$  17.2

$  15.7

$  14.0

$  12.6

$  11.6

          Percent change

4.4

4.7

7.1

5.4

7.4

9.6

12.6

10.6

9.1

7.0

Note:  Figures may not total due to rounding.

Source:  Washington State Economic and Revenue Forecast Council - September 1998 forecast.




[image: image93.wmf]Table 11A - Full-Time Equivalent Staff Comparison

Budgeted Funds

Fiscal Years 1989 through 1998

Function

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

General government

8,179

      

 

8,228

      

 

8,024

      

 

8,438

      

 

8,031

      

 

8,392

8,158

8,020

7,573

7,419

Human services

30,665

    

 

30,201

    

 

29,823

    

 

29,490

    

 

28,810

    

 

28,556

28,399

27,378

25,558

24,077

Natural resources and recreation

5,910

      

 

6,057

      

 

6,079

      

 

6,532

      

 

6,242

      

 

6,405

6,306

6,018

5,651

5,475

Transportation

9,827

      

 

9,958

      

 

9,753

      

 

9,947

      

 

10,047

    

 

9,971

9,902

9,319

8,910

8,505

Education

40,448

    

 

39,238

    

 

38,116

    

 

37,484

    

 

36,474

    

 

36,849

34,898

33,828

32,618

31,673

Total 

95,029

93,682

91,795

91,891

89,604

90,173

87,663

84,563

80,310

77,149

Notes:  A Full-Time Equivalent (FTE) is one full calendar year of paid employment, or the equivalent of 2,088 hours (the number of available work hours

            in a year.)  It is not the number of employees on the payroll, nor is it the number of positions in state government.  It is a computed average 

            number of state employees based upon cumulative FTE staff months during one fiscal year or cumulative hours paid during one fiscal year.

           The FTE staff years can be computed two ways:

             (1)  By accumulating all FTE staff months for a full year and dividing by 12.

             (2)  By accumulating all paid hours for one full year and dividing by 2,088 (the available work hours in a year).

            Figures include:

                Operating and capital FTEs.

                FTEs of nonbudgeted Higher Education funds.

Source:  Washington State Office of Financial Management - Accounting Division.

Table 11B - Full-Time Equivalent Staff Comparison

General Fund State

Fiscal Years 1989 through 1998

Function

1998

1997

1996

1995

1994

1993

1992

1991

1990

1989

General government

2,763

      

 

2,874

      

 

2,769

      

 

3,212

      

 

2,758

      

 

3,086

3,003

3,150

2,934

3,003

Human services

16,134

    

 

15,593

    

 

14,878

    

 

13,424

    

 

14,536

    

 

14,005

14,983

15,535

14,239

13,364

Natural resources and recreation

1,637

      

 

1,842

      

 

1,773

      

 

2,289

      

 

2,097

      

 

2,315

2,743

2,710

2,689

2,662

Transportation

211

         

 

222

         

 

174

         

 

296

         

 

361

         

 

343

409

472

432

434

Education

17,358

    

 

16,846

    

 

16,391

    

 

17,936

    

 

18,137

    

 

20,561

20,394

20,301

19,580

18,988

Total

38,103

    

 

37,377

    

 

35,985

    

 

37,157

    

 

37,889

40,310

41,532

42,168

39,874

38,451

 

Notes:  A Full-Time Equivalent (FTE) is one full calendar year of paid employment, or the equivalent of 2,088 hours (the number of available work hours

            in a year.)  It is not the number of employees on the payroll, nor is it the number of positions in state government.  It is a computed average 

            number of state employees based upon cumulative FTE staff months during one fiscal year or cumulative hours paid during one fiscal year.

            This data includes operating and capital FTEs.

           The FTE staff years can be computed two ways:

             (1)  By accumulating all FTE staff months for a full year and dividing by 12.

             (2)  By accumulating all paid hours for one full year and dividing by 2,088 (the available work hours in a year).

Source:  Washington State Office of Financial Management - Accounting Division.




[image: image94.wmf]Table 12A - Public School Enrollment Grades K-12 and Other

Average Annual Full-Time Equivalent Enrollment

Academic Years 1988-89 through 1997-98

Grades

1997-98

1996-97

1995-96

1994-95

1993-94

1992-93

1991-92

1990-91

1989-90

1988-89

K-8

648,688

643,671

    

 

636,028

    

 

628,532

    

 

621,603

    

 

612,549

594,567

575,532

551,232

527,832

9-12

280,831

 

 

273,768

    

 

262,974

    

 

253,382

    

 

246,695

    

 

237,210

228,473

219,872

217,124

220,588

Private & Homebased

173

       

 

231

          

 

254

          

 

221

          

 

202

          

 

--

--

--

--

--

Summer

132

       

 

246

          

 

541

          

 

377

          

 

278

          

 

--

--

--

--

--

Running Start

6,233

    

 

5,510

       

 

4,452

       

 

3,695

       

 

2,502

       

 

--

--

--

--

--

UW Transition

44

        

 

41

           

 

40

           

 

40

           

 

--

--

--

--

--

--

Total

936,101

 

 

923,467

    

 

904,289

    

 

886,247

    

 

871,280

    

 

849,759

823,040

795,404

768,356

748,420

Notes:  A Full-Time Equivalent student is defined as:

                Kindergarten -- 4 classroom hours/day for 90 days or 2 classroom hours/day for 180 days.

                Grades 1 through 3 -- 4 classroom hours/day for 180 days.

                Grades 4 through 12 -- 5 classroom hours/day for 180 days.

Source:  Washington State Office of Financial Mangement - Forecasting Division (Office of the Superintendent of Public Instruction).

Table 12B - Public Higher Education Enrollment

Average Annual Full-Time Equivalent Enrollment

Academic Years 1988-89 through 1997-98

1997-98*

1996-97*

1995-96*

1994-95*

1993-94*

1992-93*

1991-92*

1990-91

1989-90

1988-89

Community Colleges**

104,329

 

 

104,183

    

 

103,971

    

 

101,911

    

 

98,552

     

 

91,590

89,800

86,015

85,896

84,392

Technical Colleges***

13,596

  

 

14,332

     

 

14,104

     

 

11,492

     

 

12,483

     

 

N/A

N/A

N/A

N/A

N/A

4 Year Schools

80,605

  

 

79,571

     

 

78,095

     

 

77,391

     

 

76,457

     

 

74,423

73,078

72,566

71,075

69,933

Total

198,530

 

 

198,086

    

 

196,170

    

 

190,794

    

 

187,492

    

 

166,013

162,878

158,581

156,971

154,325

Notes:  A Full-Time Equivalent student is defined as:

                 Undergraduate student -- 15 credit hours per term.

                 Graduate student -- 10 credit hours per term.

          * Beginning in 1991-92, community college enrollment includes the timber worker displacement program.

          ** Beginning in 1993-94, community college enrollment includes the Work Force Training program.

          *** Beginning in 1993-94, the technical colleges became part of the state.

Source:  Washington State Office of Financial Management - Forecasting Division.




[image: image95.wmf]Table 13A - Value of Agricultural Production

Calendar Years 1988 through 1997 (dollars in millions)

% Change

97 Vs 96

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

1987

Field crops

(5.3)

$1,941.5

$2,050.0

$2,095.1

$1,594.0

$1,710.3

$1,409.5

$1,308.1

$1,384.5

$1,385.5

$1,384.0

$987.5

Fruit and nut crops

(2.5)

1,232.5

1,263.7

1,351.2

1,061.9

1,014.6

996.9

1,191.1

1,049.5

732.0

724.2

555.5

Vegetable crops

15.0

344.3

299.5

313.1

302.6

285.1

242.5

240.1

210.3

219.6

191.2

171.1

Seed crops

(16.9)

27.6

33.2

26.1

27.0

30.1

24.7

24.1

28.1

31.8

40.5

35.6

Berry crops

(7.0)

50.6

54.4

52.9

59.4

44.9

41.3

33.3

28.4

36.1

32.3

31.1

Total Crops

3,596.5

3,700.8

3,838.4

3,044.9

3,085.0

2,714.9

2,796.7

2,700.8

2,405.0

2,372.2

1,780.8

Specialty products (1)

(1.0)

569.7

575.7

640.7

648.4

577.9

505.7

375.7

382.9

374.9

314.4

274.3

Livestock and livestock products (2)

(1.4)

1,438.7

1,459.8

1,395.9

1,454.9

1,413.0

1,366.9

1,235.0

1,271.8

1,151.6

1,066.4

948.7

State Total

$ 5,604.9

$ 5,736.3

$ 5,875.0

$ 5,148.2

$ 5,075.9

$ 4,587.5

$ 4,407.4

$ 4,355.5

$ 3,931.5

$ 3,753.0

$ 3,003.8

Note:  (1)  Includes forest products, nursery products, greenhouse products, horticultural products, and mushrooms.

          (2)  Livestock and products include aquaculture data carried forward from 1996.

Source:  Washington State Department of Agriculture.

Table 13B - Rank Order of Principal Commodities Value

Calendar Years 1988 through 1997 (dollars in thousands)

Rank

% Change

Commodities

1997

97 Vs 96

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

1987

Apples

1

(9.8)

$822,800

$912,700

$1,021,750

$795,250

$709,100

$716,550

$946,900

$784,950

$466,000

$505,050

$348,000

Milk

2

(7.6)

732,423

792,277

687,934

681,250

638,724

648,123

560,331

602,863

559,210

495,851

474,991

Wheat

3

(20.2)

602,692

755,680

742,500

525,508

573,802

453,474

367,198

409,480

446,864

522,158

322,284

Cattle and calves

4

13.6

465,617

409,697

450,009

516,294

545,351

488,252

457,106

480,836

402,172

401,461

325,594

Potatoes

5

(4.3)

431,984

451,203

553,823

422,370

469,050

346,500

286,653

353,496

331,197

284,625

244,404

Hay

6

6.4

394,980

371,347

328,878

268,839

284,580

247,866

248,130

277,728

246,699

222,391

143,117

Forest Products, Farm

7

(13.3)

260,000

300,000

338,000

353,000

303,000

258,000

         N/A

         N/A

         N/A

         N/A

         N/A

Nursery & Greenhouse products

8

2.0

250,000

245,000

245,000

240,000

220,000

200,000

155,000

150,000

140,000

130,000

125,000

Sweet cherries

9

8.4

128,975

118,940

106,519

88,700

94,036

74,895

51,580

62,602

67,390

60,918

66,332

Grapes

10

115.5

124,410

57,744

73,676

57,600

89,929

66,747

54,688

56,877

69,158

44,601

55,356

All pears

11

(1.7)

123,670

125,768

118,166

97,377

93,771

111,826

114,552

116,223

105,026

90,486

67,717

Onions

12

67.6

92,914

55,452

45,940

62,702

83,250

44,234

40,998

26,286

36,001

26,776

27,342

Hops

13

(6.7)

87,631

93,953

99,290

96,775

101,220

98,223

89,965

60,396

57,691

54,061

49,365

Barley

14

21.5

87,514

72,019

59,299

28,527

46,461

41,184

82,992

47,954

65,082

85,064

66,338

Eggs

15

(15.1)

76,375

89,961

93,241

83,403

74,628

68,948

78,233

79,472

79,131

55,402

48,211

Chickens and broilers

16

0.3

74,894

74,704

68,397

70,414

61,459

58,648

54,361

51,132

51,363

41,661

36,046

Asparagus

17

1.4

64,204

63,312

58,659

56,304

55,790

59,040

56,932

54,916

55,074

47,198

40,257

Sweet corn, All

18

7.5

61,905

57,584

69,221

53,053

47,697

41,461

42,655

39,469

38,864

33,441

30,867

Mint oil

19

6.3

57,823

54,413

51,547

44,001

43,000

50,857

38,360

41,981

31,514

35,046

26,461

Corn, grain

20

(20.0)

55,955

69,930

66,861

52,448

47,120

40,392

45,144

38,500

44,888

40,800

29,240

Corn, silage

21

20.5

45,430

37,700

34,344

30,420

27,040

25,200

26,208

24,840

25,000

24,000

22,000

Christmas Trees

22

0.0

45,000

45,000

42,000

42,000

42,000

37,000

         N/A

         N/A

         N/A

         N/A

         N/A

Aquaculture (1)

23

0.0

35,430

35,430

40,554

51,232

40,106

51,720

43,652

28,194

33,207

41,778

24,228

Red raspberries

24

(8.0)

28,020

30,459

35,182

39,423

28,126

22,005

16,449

8,600

16,269

13,482

12,109

Sugarbeets

25

29.1

25,526

19,777

         N/A

         N/A

         N/A

         N/A

         N/A

         N/A

         N/A

         N/A

         N/A

Green peas, processing

26

24.2

25,342

20,408

30,246

33,805

22,115

22,645

29,403

23,878

25,977

21,361

21,714

Carrots, All

27

0.6

24,930

24,784

34,449

25,440

23,409

27,143

17,882

15,001

14,407

17,412

10,831

Dry edible peas

28

23.9

20,179

16,286

26,640

15,781

16,934

13,760

17,513

19,384

22,365

21,593

16,112

Peaches

29

278.4

19,297

5,100

13,994

8,953

10,145

10,732

6,351

13,498

11,212

9,660

7,076

Dry edible beans

30

6.5

18,445

17,324

20,746

18,144

18,913

14,554

19,200

18,605

23,968

20,850

11,488

 

 

Note:  (1)  The Washington State Department of Fish and Wildlife annually calculates the value of aquaculture production.  The 1997 data

                was not available at the time of production, 1996 data carried forward.  Aquaculture total exclude trout which is listed separately.  

                N/A indicates data not available.

Source:  Washington State Department of Agriculture.




[image: image96.wmf]Table 14A - International Trade Facts

All Washington Ports

Calendar Years 1988 through 1997 (dollars in millions)

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Exports (1)

$  47,685

$  40,380

$  34,986

$  35,141

$  39,226

$  37,842

$  36,885

$  34,560

$  28,544

$  22,350

Imports

53,193

46,849

47,972

46,232

49,121

40,907

37,207

36,889

35,658

32,592

Trade balance

(5,508)

(6,469)

(12,986)

(11,091)

(9,895)

(3,064)

(322)

(2,329)

(7,114)

(10,242)

Two way trade

100,878

87,229

82,958

81,373

88,347

78,752

74,092

71,449

64,202

54,942

Note:  (1)  These figures indicate total international trade from the state of Washington, including

                  bonded shipments to other states and Canada (includes Boeing Company figures).

Source:  Washington State Department of Community, Trade and Economic Development (U.S. Census Bureau).

Table 14B - Major Export Trading Partners

Calendar Years 1988 through 1997 (dollars in millions)

Partners

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Japan

$  9,871

$  9,026

$  8,719

$  7,941

$  8,235

$  8,512

$  8,261

$  8,731

$  7,132

$  6,393

Canada

7,131

6,230

6,051

6,098

6,535

5,923

5,119

4,935

4,618

3,903

United Kingdom

4,551

1,788

1,299

2,204

2,240

2,263

2,113

3,162

1,998

1,567

Korea

4,290

4,609

4,504

3,147

3,085

2,668

2,434

2,429

2,452

1,787

China

2,273

2,091

1,602

2,260

2,584

1,903

1,016

913

796

705

Taiwan

2,246

2,330

2,422

1,766

2,605

1,733

1,897

1,603

1,380

1,229

Singapore

1,968

1,545

1,353

1,670

1,398

1,032

1,223

693

472

418

Germany

1,497

1,120

949

684

979

1,786

2,387

1,447

1,485

747

Malaysia

1,354

593

578

1,014

1,398

889

673

478

350

109

Thailand

1,347

1,194

563

382

458

722

682

599

236

137

Hong Kong

1,331

1,724

1,328

1,115

1,272

1,177

1,351

1,209

973

668

Netherlands

1,216

1,052

802

495

643

818

957

1,013

914

293

Australia

599

702

347

548

530

1,268

1,360

1,406

806

866

Philippines

581

669

605

289

659

240

183

359

229

104

France

250

299

276

345

738

1,048

1,522

743

385

385

Note: 1988-1997 statistics based on all Washington State ports, all methods of transportation.

Source:  Washington State Department of Community, Trade and Economic Development (U.S. Census Bureau).

Table 14C - Major Import Trading Partners

Calendar Years 1988 through 1997 (dollars in millions)

Partners

1997

1996

1995

1994

1993

1992

1991

1990

1989

1988

Japan

$  20,833

$  18,877

$  20,507

$  20,441

$  20,960

$  17,171

$  15,841

$  16,151

$  16,477

$  15,359

Canada

9,663

8,107

6,810

6,270

5,704

4,791

4,196

4,332

4,149

3,683

China

7,612

6,655

6,578

5,845

4,894

4,152

3,126

2,273

1,762

1,152

Taiwan

3,217

3,062

3,569

3,338

4,934

3,449

3,229

3,030

2,936

3,143

Korea

2,354

2,124

2,568

2,536

3,335

3,196

2,925

3,365

3,501

3,508

United Kingdom

1,744

836

793

1,096

841

1,118

958

1,193

753

256

Hong Kong

1,380

1,237

1,091

1,106

1,805

1,266

1,343

1,324

1,365

1,364

Thailand

1,179

977

980

963

835

809

552

475

397

273

Australia

844

695

536

396

825

566

685

819

703

515

Indonesia

647

600

669

520

533

384

315

269

244

314

Malaysia

599

669

715

623

622

553

494

390

400

265

Singapore

237

306

431

425

814

687

715

656

695

675

France

121

162

198

642

736

844

832

687

648

502

Note:  Based on all Washington State ports, all methods of transportation.

Source:  Washington State Department of Community, Trade and Economic Development (U.S. Census Bureau).
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Total Reserved Fund Balance

$  1,233,127

$  336,588

$         -

$  203,472

$  44,355,213

$  46,128,400

Unreserved, Designated for:

Debt service

$             -

$             -

$  87,803

$         -

$         -

$      87,803

Working capital

751,600

-

-

-

-

751,600

Net unrealized gains

2,306

15,305

-

-

-

17,611

Higher education

-

133,450

-

-

4,408

137,858

Total Unreserved, Designated Fund Balance

$    753,906

$  148,755

$   87,803

$         -

$   4,408

$   994,872
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