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COMMONWEALTH OF PENNSYLVANIA
GOVERNOR'S OFFICE
HARRISBURG
January 22, 2010

MARY SODERBURG
SECRETARY
OFFICE OF THE BUDGET

To the Honorable Governor, Lieutenant Governor, Members of the General Assembly, and Citizens of the
Commonwealth of Pennsylvania:

We are pleased to present this Comprehensive Annual Financial Report (CAFR) of the Commonwealth of
Pennsylvania as of and for the fiscal year ended June 30, 2009. The Office of the Budget, Office of Comptroller Operations,
prepared this report, which includes the Basic Financial Statements (BFS), pursuant to the power vested in the Governor
under Section 701 of the Administrative Code and delegated to the Secretary of the Budget by Executive Order No. 1984-3,
dated October 11, 1984.

The BFS were prepared in conformity with generally accepted accounting principles (GAAP) as prescribed by the
Governmental Accounting Standards Board (GASB). We believe the financial statements are fairly stated in all material
respects and that they are presented in a manner designed to fairly report the Commonwealth’s financial position, results
of operations, and changes in net assets/fund balances. All disclosures necessary to enable the Governor, the members of
the General Assembly, the public, and the financial community to fully understand the Commonwealth’s operations and
financial affairs have been included. The BFS include information about discretely presented component units, which are
legally separate organizations for which the Commonwealth is financially accountable. Responsibility for the completeness
and fairness of the presentation, including all disclosures, rests with the Commonwealth of Pennsylvania, Office of the
Budget, Office of Comptroller Operations. The Commonwealth relies on its comprehensive framework of internal control in
the preparation of basic financial statements. The Commonwealth has established a cost-effective system of internal
controls; that is however, subject to inherent limitations, as is in any system of internal controls, in that there is reasonable,
but not absolute, assurance as to the effectiveness of the internal control system.

Management’s Discussion and Analysis (MD&A), which precedes the June 30, 2009 BFS, provides an overview of
the Commonwealth’s financial position and activities thus helping readers to understand the government-wide statements.
This section immediately follows the auditors’ opinion. In addition to the MD&A and BFS, this CAFR includes: budgetary
comparison schedules, combining fund financial statements; supporting schedules; certain narrative information describing
individual funds; and statistical tables presenting financial trends, revenue capacity, debt capacity, demographic and
economic information, capital asset and operating information about the Commonwealth.

PROFILE OF THE GOVERNMENT

Pennsylvania provides a wide variety of services to protect and improve the lives of its 12.5 million inhabitants. Its
nickname, the Keystone State, comes from its central location among the original 13 colonies and unique economic ability
to sustain industry of the north and the agriculture of the south. Like the Federal government, Pennsylvania’s government
operates under the direction of a constitution, which created a thorough system of checks and balances among its three
equal and independent branches. The legislative branch passes Commonwealth laws, a responsibility carried out by the
State Senate and House of Representatives. The Governor, Lieutenant Governor, Attorney General, Auditor General, State
Treasurer, and the appointed members of the Governor’s cabinet constitute the executive branch. The judicial branch
consists of the Supreme Court of Pennsylvania, Superior Court, Commonwealth Court, Court of Common Pleas, and other
Special Courts. The following organization charts identify specific Commonwealth officials and staff within Comptroller
Operations, at June 30, 2009:

Commonwealth of Pennsylvania 4 Governor's Office of the Budget
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THE GENERAL FUND
BUDGETARY BASIS

The General Fund, the Commonwealth’s largest operating fund, may be used to assess Pennsylvania’s financial
position and activities for the fiscal year ended June 30, 2009. It accounts for all revenues and other receipts that are not
required by law to be accounted for or deposited in other special funds, and reflects a significant portion of Commonwealth
expenditures. Tax revenues, principally personal and corporate income, and sales and use taxes, constitute approximately
90.8 percent of the non-federal General Fund budgetary basis revenues. General Fund expenditures are reported in the
following functional assighnments, along with the related percentage of non-federal expenditures: direction and supportive
services (3.56), protection of persons and property (12.44), health and human services (37.34), public education (39.82),
recreation and cultural enrichment (1.08), economic development (2.63), transportation (.04) and transfers to debt service
funds (3.09) for all obligations except those incurred for highway or other special revenue fund purposes.

BUDGET ADOPTION AND LEGAL COMPLIANCE
BUDGETARY COMPARISON SCHEDULE

A discussion of the Commonwealth’s annual budget process is included as Required Supplementary Information
(RSI) immediately following the Notes to the Financial Statements. The legally adopted budget provides statutory control
over spending. Under Commonwealth law, expenditures cannot exceed amounts appropriated. Budgetary control is
exercised by specific, line-item appropriation. The Budgetary Comparison Schedule, included as RSI, provides original
budget, final budget and actual budgetary results for the fiscal year ended June 30, 2009.

BUDGETARY BASIS FUND BALANCE INCREASE/(DECREASE)
FIVE MOST RECENT FISCAL YEARS

The following table shows the General Fund’s year end unreserved/undesignated fund balance and increases or
decreases on a budgetary basis at the end of the five most recent fiscal years (amounts in millions):

Unreserved/
Undesignated Budgetary Basis
General Fund Fund Balance Increase

At June 30 (Deficit) (Decrease)
2005 S 364.8 S 287.3
2006 (restated) 522.2 157.4
2007 530.9 8.7
2008 (restated) 585.3 54.4
2009 (2,030.4) (2,615.7)

During the fiscal year ended June 30, 2009, total General Fund expenditures and other uses exceeded revenues
and other sources by $2,615.7 and, at June 30, 2009, the Commonwealth reported an unreserved/undesignated fund
deficit (budgetary basis) of $(2,030.4) in the General Fund. This compares to a budgetary basis fund balance of $585.3
(restated) at June 30, 2008. The budgetary basis results for the fiscal year ended June 30, 2009 include revenue collections
totaling $44,992.7, less appropriation authorizations totaling $47,772.3, plus other net financing sources totaling $163.8.
Included in the $47,772.3 appropriation authorizations are $(712.3) of state supplemental appropriation reductions and
$1,851.8 in Federal supplemental appropriations authorized during the fiscal year ended June 30, 2009 (amounts in
millions). The Federal supplemental appropriations include $1.759.3 for federal stimulus funding authorized by the Federal
American Recovery and Reinvestment Act of 2009.

Commonwealth of Pennsylvania 7 Governor's Office of the Budget
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ECONOMIC OUTLOOK

The worst economic recession since the Great Depression continues to adversely impact the national economy.
While the bottom of the recession likely occurred in June 2009, prospects for economic growth remain muted. While
output is recovering, job losses continue to mount as the unemployment figure now tops 10 percent nationally. Gains in
productivity are aiding the economy but at the expense of jobs. Consumer spending remains weak given higher debt levels,
depleted consumer wealth and tight credit. Improvements in the housing sector are slowly taking hold and business
investment is stabilizing. Aggressive action by the Federal Government in the form of the fiscal stimulus package has likely
added 1.0 percentage points to the national Gross Domestic Product. In 2009, the Federal Reserve has been focused on
increasing liquidity in the credit markets and preventing further bank failures. Federal fiscal stimulus is expected to assist
state governments who continue to face declining state revenues and burgeoning budget deficits as a result of the
economic contraction.

LONG-TERM FINANCIAL PLANNING

Each year, the Governor’s Executive Budget includes estimates of total revenues, available balances carried
forward and expenditures for all Commonwealth funds for a budget year and four subsequent fiscal years. These multi-
year projections illustrate expected revenue and spending changes, which inform the state’s policy makers about the status
of the Commonwealth’s budget. Based on the enacted budget for the 2009-2010 fiscal year, the Commonwealth expects to
receive General Fund revenues and transfers of $27.6 billion and to spend $25.2 billion from the Commonwealth’s General
Fund. The excess revenue will be used to satisfy the $2 billion unreserved/undesignated fund deficit from the 2008-2009
fiscal year and provide an available balance for the 2010-2011 fiscal year. The next Executive Budget will be available in
February 2010 and will include planned revenues and expenditures for five fiscal years, through the fiscal year ending June
30, 2015.

RISK MANAGEMENT

The Commonwealth maintains ongoing training and information programs to reduce risks associated with
employee injury and negligence, contract compliance, tort liabilities and property losses. As more fully described in Note M
to the financial statements, the Commonwealth became self-insured for employee disability and medical claims on July 1,
1983. The Commonwealth is also self-insured for annuitant healthcare benefits and tort liabilities, including automobile,
employee and transportation-related claims. Reserves have been established to fund self-insured claims. First-party
coverage is obtained for property losses in excess of $1 million per occurrence, to a limit of $350 million ($250 million prior
to September 19, 2007) per occurrence. Coverage for property losses less than $1 million or in excess of $350 million ($250
million prior to September 19, 2007) is maintained through the Commonwealth’s self-insurance program.

INDEPENDENT AUDIT

The Commonwealth’s June 30, 2009 Basic Financial Statements have been jointly audited by the Department of
the Auditor General and Ernst & Young LLP, an independent public accounting firm. The independent auditors’ opinion is
included in the beginning of the Financial Section of this CAFR. The auditors’ opinion provides a reasonable basis for users
to rely on the information included in the BFS.

Commonwealth of Pennsylvania 8 Governor's Office of the Budget
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CERTIFICATE OF ACHIEVEMENT

The CAFR will be submitted to the Government Finance Officers Association of the United States and Canada
(GFOA) to determine its eligibility for the GFOA’s Certificate of Achievement for Excellence in Financial Reporting. The
GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the Commonwealth of Pennsylvania for
its Comprehensive Annual Financial Report as of and for the fiscal year ended June 30, 2008. This represents the twenty-
third consecutive year the Commonwealth of Pennsylvania has received this award.

To merit a certificate of achievement, a government unit must publish an easily readable and efficiently organized
Comprehensive Annual Financial Report, which conforms to GFOA standards and satisfies both generally accepted
accounting principles and applicable legal requirements. A certificate of achievement is valid for a period of one year only.
We believe the Comprehensive Annual Financial Report of the Commonwealth of Pennsylvania as of and for the fiscal year
ended June 30, 2009 conforms to the GFOA’s award criteria.

ACKNOWLEDGMENTS
We wish to express our appreciation to the staff of the various Commonwealth agencies whose time and

dedicated effort made this report possible and, at the same time, to reaffirm our commitment to you to maintain the
highest standards of accountability in financial reporting to the citizens of the Commonwealth.

Sincerely,
%%\ Cns Vo %@Zﬂ
Mary A. Soderberg Anna Maria Kiehl, CPA, CGFM
Secretary Chief Accounting Officer
Office of the Budget Office of the Budget
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Ernst & Young LLP

Two Commerce Square

Suite 4000

2001 Market Street

Philadelphia, Pennsylvania 19103-7096

Department of the Auditor General Tel: + 1215 448 5000
Commonwealth of Pennsylvania Fax: +1 215 448 4069
Harrisburg, Pennsylvania 17120-0018 vaww.ey.com

Report of Independent Auditors

The Honorable Edward G. Rendell, Governor
Commonwealth of Pennsylvania
Harrisburg, Pennsylvania

We have jointly audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the Commonwealth of Pennsylvania (the
Commonwealth), as of and for the year ended June 30, 2009, which collectively comprise the
Commonwealth’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Commonwealth’s management. Our responsibility is to
express opinions on these financia statements based on our audit.

We did not jointly audit the financial statements of the Tobacco Settlement Fund, a major
Special Revenue Fund, the Tuition Payment Fund, a maor Enterprise Fund, and certain
component units, which represent 99 percent of total assets, 99 percent of total net assets and 99
percent of total revenues of the aggregate discretely presented component units, and certain
agencies, which represent 2 percent of expenditures of the General Fund and 1 percent of
expenses of Governmental Activities. We also did not jointly audit 99 percent of the total assets,
99 percent of total net assets and 99 percent of the total revenues of the Pension and Other
Employee Benefit Trust Funds and 100 percent of the total assets, 100 percent of the total net
assets, and 100 percent of the total revenues of the Private Purpose Trust Fund. This comprises
84 percent of total assets, 94 percent of total net assets and 85 percent of total revenues of the
aggregate remaining fund information. The financial statements of the Tobacco Settlement
Fund, Tuition Payment Fund, and these component units, agencies, and Pension and Other
Employee Benefit and Private Purpose Trust Funds were audited by other auditors, including
Ernst & Young LLP and the Department of the Auditor General acting separately, whose reports
thereon have been furnished to us, and our opinions, insofar as they relate to the amounts
included for the Tobacco Settlement Fund, Tuition Payment Fund, and those component units,
agencies, and the Pension and Other Employee Benefit and Private Purpose Trust Funds, are
based solely on the reports of the other auditors. Ernst & Young LLP has audited, separately,
100 percent of the Tuition Payment Fund, 34 percent of total assets, 19 percent of total net assets
and 31 percent of total operating revenues of the discretely presented component units, as well as
2 percent of the expenditures of the General Fund and 1 percent of expenses of Governmental
Activities. The Department of the Auditor General has audited separately 100 percent of the
Tobacco Settlement Fund.

A member firm of Ernst & Young Global Limited
Commonwealth of Pennsylvania 12 Governor's Office of the Budget

WWW.pa.gov www.budget.state.pa.us



The Honorable Edward G. Rendell 2

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonabl e assurance
about whether the financial statements are free of material misstatement. We were not engaged
to perform an audit of the Commonwealth’s internal control over financia reporting. Our audit
included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Commonwealth’s internal control over financia reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overal financial statement presentation. We believe that our audit and the reports of other
auditors provide a reasonabl e basis for our opinions.

Asdiscussed in Note A, the Commonwealth adopted Governmental Accounting Standards Board
Statement No. 49 “ Accounting and Financial Reporting for Pollution Remediation Obligations.”

In our opinion, based on our audit and the reports of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the businesstype activities, the aggregate discretely presented
component units, each maor fund and the aggregate remaining fund information of the
Commonwealth of Pennsylvania as of June 30, 2009, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in conformity with US
generally accepted accounting principles.

As discussed in Notes N and R to the financial statements, disruptions in the capital markets
have impacted The Pennsylvania Higher Education Assistance Agency’s, a discretely presented
component unit, ability to fund the origination of new student loans and to fulfill its
commitments to purchase loans from various financial institutions.

Management’s discusson and analysis, schedules of funding progress and employer
contributions of other postemployment benefit plans, and budgetary comparison information on
pages 16 through 35 and 137 through 142 are not arequired part of the basic financial statements
but are supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principaly of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
onit.

Commonwealth of Pennsylvania 13 Governor's Office of the Budget
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The Honorable Edward G. Rendell 3

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Commonwealth of Pennsylvania’'s basic financial statements. The
introductory section, combining non-maor fund and component unit financial statements,
budgetary comparison schedules for budgeted non-major special revenue funds, and statistical
section are presented for purposes of additional analysis and are not a required part of the basic
financia statements. The combining non-major fund and component unit financial statements
and budgetary comparison schedules for budgeted non-major funds have been subjected to the
auditing procedures applied by us and the other auditors in the audit of the basic financial
statements and, in our opinion, based on our audit and the reports of other auditors, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory and statistical sections have not been subjected to the auditing procedures applied
by us and the other auditors in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

%&é%% St ¥ mu_?

January 22, 2010
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MANAGEMENT’S DISCUSSION AND ANALYSIS June 30, 2009

The Management’s Discussion and Analysis (MD&A) of the Commonwealth of Pennsylvania’s Comprehensive Annual
Financial Report (CAFR) is presented as Required Supplementary Information and provides a review and analysis of the
Commonwealth’s financial statements for the fiscal year ended June 30, 2009 and a comparison to the prior fiscal year. The
MD&A should be reviewed in conjunction with the Letter of Transmittal, which begins on page 4 of this report, and with the
Commonwealth’s financial statements, which follow.

Executive Summary

Government-wide Statements at-a-glance

Net Assets — Governmental activities net assets totaled $23.2 billion at June 30, 2009, compared to $25.3 billion (restated
from $25.6 billion) at June 30, 2008. This represents a year over year decrease of $2.1 billion, following a prior fiscal year
increase in net assets of $1.0 billion (restated from $1.3 billion). For business-type activities, net assets were $.6 billion at
June 30, 2009, a decrease of $2.6 billion compared to $3.2 billion at June 30, 2008. On a combined basis, Total Net Assets for
Governmental Activities and Business-Type Activities decreased by $4.7 billion for the primary government during the fiscal
year ended June 30, 2009.

General Obligation Bonds — During the fiscal year, total general obligation bond indebtedness increased by $.5 billion ($1.3
billion issued and $.8 billion repaid) from $8.6 billion to $9.1 billion, while total governmental activities liabilities decreased by
$0.2 billion.

Fund Statements at-a-glance

Governmental Funds — Total Fund Balances — Were $6.089 billion at June 30, 2009 compared to $8.860 billion (restated from
$8.830 billion) at June 30, 2008, for a year-over-year decrease of $2.771 billion.

General Fund — Fund Balance — Was $.515 billion at June 30, 2009, compared to $2.974 billion at June 30, 2008, for a year-
over-year decrease of $2.459 billion.

Overview and discussion of basic financial statements

The Financial Section of the CAFR consists of several parts: the Independent Auditors’ Report, Management’s Discussion and
Analysis, Basic Financial Statements (BFS), Required Supplementary Information, Combining Financial Statements, and
Statistical Section. The BFS includes two sets of statements that present different views of the Commonwealth — the
government-wide financial statements and the fund financial statements. The Notes to the Financial Statements present
additional details and clarification regarding the information presented in these statements.

Government-wide financial statements

Government-wide financial statements portray the Commonwealth’s overall financial position (Statement of Net Assets) at
June 30, 2009 and its aggregate revenues and expenses (Statement of Activities) for the fiscal year ended June 30, 2009. The
Statement of Net Assets presents the assets, liabilities, and net assets for the Commonwealth as a whole. The Statement of
Activities presents, by function or program, the expenses, offsetting revenues, and changes in net assets. Both statements
classify amounts by Governmental Activities, Business-Type Activities, and Component Units. The component units are
organizations that are legally separate from the Commonwealth’s primary government. Information related to component
units is not included in the MD&A. Each component unit is identified and described in Note A — Summary of Significant
Accounting Policies. Audited financial statements for component units are available through the Commonwealth Chief
Accounting Officer.

The government-wide financial statements are prepared using the flow of economic resources measurement focus and the
accrual basis of accounting. This basis of accounting is similar to the basis used by most business entities and recognizes
revenues and expenses when they occur, regardless of when related cash was received or paid.
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Fund financial statements — governmental funds

Funds are groups of related accounts that are used to maintain control over resources that have been segregated for specific
activities or objectives. The Commonwealth uses fund accounting to demonstrate compliance with finance related legal
requirements. The Commonwealth’s Funds are categorized as governmental funds, proprietary funds or fiduciary funds.
Further discussion of these categories is in Note A — Summary of Significant Accounting Policies — to the financial statements.
Fund financial statements differ from government-wide financial statements in a few ways:

1) While the government-wide statements focus on the government taken as a whole, the fund statements reveal more
detailed, fund-specific information for major governmental and proprietary funds, and for aggregated, non-major fund
information.

2) Unlike the aggregated columns for governmental and business-type activities in government-wide statements, the fund
statements report individual funds which are established by state law and used to account for specific, mandated
activities. Two examples of specific funds are the Motor License Fund, a special revenue fund where gasoline taxes and
motor vehicle registration fees are collected and used to repair and build highways, and the Unemployment
Compensation Fund, an enterprise fund, used to collect amounts from employers to pay for unemployment
compensation to workers.

3) The government-wide statements use the full accrual basis of accounting. In the fund statements, governmental funds
use the modified accrual basis of accounting and current financial resources measurement focus; whereas the
proprietary funds and fiduciary funds use the accrual basis of accounting and economic resources measurement focus.

Government-wide financial analysis

The following presents condensed financial statement information from the Statement of Net Assets (amounts in billions):

Governmental Business-Type
Activities Activities Total
2009 2008 Change 2009 2008 Change 2009 2008 Change

Assets:

Cash and investments.... $14.5 S (41) S$S46 S$6.7 S (21) S$150 $212 S (6.2)

Capital assets (net)....ccceeeuenen . 25.1 1.6 0.1 0.1 - 26.8 25.2 1.6

All other assets.....ccccvvveeeveennen . 6.9 0.2 14 1.3 0.1 8.5 8.2 0.3
Total assets......cocevvevevieeiecieeeienns . 46.5 (2.3) 6.1 8.1 (2.0) 50.3 54.6 (4.3)
Liabilities:

Accounts payable.........c........... 6.0 5.3 0.7 09 0.7 0.2 6.9 6.0 0.9

All other current liabilities.... 3.7 5.7 (2.0) 2.1 1.7 0.4 5.8 7.4 (1.6)
Total current liabilities............... 9.7 11.0 (1.3) 3.0 2.4 0.6 12.7 134 (0.7)

Bonds payable....cccoccenernieens 8.5 8.0 0.5 - - - 8.5 8.0 0.5

All other long-term liabilities 2.8 22 1 0.6 2.5 2.5 - 5.3 4.7 0.6
Total long-term liabilities........... 11.3 10.2 1.1 25 25 - 13.8 12.7 1.1
Total Liabilities.......ccccceevevveciennens 21.0 21.2 (0.2) 55 4.9 0.6 26.5 26.1 04
Net assets:

Invested in capital assets,

net of related debt................. 22.8 215 1.3 0.1 0.1 - 229 21.6 13

RESEITICEE eeeeeeeeeereeeeereeeeeeene 45 4.7 (0.2) 0.9 3.2 (2.3) 5.4 7.9 (2.5)

Unrestricted/(deficit).............. (4.1) (0.9) 2 (3.2) (0.4) (0.1) (0.3) (4.5) (1.0) (3.5)
Total net assets.......ccoevvvvreenenne. $232 $253 3 $ (21) $06 $32 $ (26) $238 $285 $ (4.7

To give retroactive effects of implementing GASB Statement No. 49 (restatement provided in Note B to the Basic Financial
Statements):

lincreased by $.3 billion (from $1.9 billion reported in the 2008 CAFR)
2decreased by $.3 billion (from $-0.6 billion reported in the 2008 CAFR)
3decreased by $.3 billion (from $25.6 billion reported in the 2008 CAFR)
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Changes in assets and liabilities

During the fiscal year ended June 30, 2009, total governmental activities cash and investments decreased by $4.1 billion, due
primarily to 1) the size of the Treasury securities lending program decreasing by nearly $2.0 billion year-over-year and 2) total
governmental activities expenses exceeding revenues by $2.1 billion during the fiscal year ended June 30, 2009. The current
fiscal year’s cash and investments decrease follows a $1.9 billion increase for the prior year. The net capital assets increase of
$1.6 billion follows a $1.2 billion increase in the prior fiscal year and represents an expansion of, and improvements to, the
Commonwealth’s reported highway and bridge infrastructure, along with other types of capital assets. Governmental
activities accounts payable and accrued liabilities balances increased by $.7 billion due to higher overall expenses and the
specific timing of invoice processing and voucher payment requests to the Treasury Department. All other governmental
activities current liabilities decreased by $2.0 billion because of lower year-over-year securities lending obligation balances
resulting from the previously-mentioned decrease in the Treasury securities lending program.

Year over year changes in business-type activities assets and liabilities resulted in a net decrease in net assets of $2.6 billion;
total assets decreased $2.0 billion and total liabilities increased by $0.6 billion. Total assets decreased primarily as a result of
decreases in cash and investments (amounting to nearly $2.1 billion) reported by the Unemployment Compensation Fund
(51.376 billion decrease); the State Lottery Fund ($.374 billion decrease); the Tuition Payment Fund ($.227 billion decrease);
and the State Workers’ Insurance Fund ($.081 billion decrease). Total liabilities increased primarily because of a new advance
from the Federal government to the Unemployment Compensation Fund ($.528 billion).

The following presents condensed, financial statement information from the Statement of Activities (amounts in billions):

Governmental Business-Type
Activities Activities Total

2009 2008 Change 2009 2008 Change 2009 2008 Change

Revenues:
Program revenues:

Charges for sales and services......... $ 41 S 43 $(02) $ 75 S$71 S 04 $116 $114 S 0.2

Operating grants and contributions  20.2 17.9 2.3 1.8 0.4 1.4 22.0 18.3 3.7
Total program revenues..........ccceeueuene. 24.3 22.2 2.1 9.3 7.5 1.8 33.6 29.7 3.9
General revenues:

Taxes and investment income........... 27.6 30.2 (2.6) - - - 27.6 30.2 (2.6)
Total general revenues..........ccccceveeee. 27.6 30.2 (2.6) - - - 27.6 30.2 (2.6)
Total reVeNUES.......ccveeeeeveeeeeereereeeeene 51.9 52.4 (0.5) 9.3 7.5 1.8 61.2 59.9 1.3
Expenses:

Governmental activities:

Direction and supportive services... 1.5 1.4 0.1 - - - 1.5 1.4 0.1

Protection of persons and property. 5.5 52 ° 0.3 - - - 5.5 5.2 0.3

Public education.....cccecevevvreecrnenee. 14.0 13.1 0.9 - - - 14.0 13.1 0.9

Health and human services.... . 26.5 25.2 1.3 - - - 26.5 25.2 1.3

Economic development..........cceeueeeee. 1.6 1.7 (0.1) - - - 1.6 1.7 (0.1)

Transportation......ccccvccceeeeeecveeeeeeeennns 4.3 4.2 1 - - - 4.3 4.2 0.1

Recreation and cultural enrichment 0.6 0.6 - - - - 0.6 0.6 -

1] =Y Ty SRS 04 0.3 0.1 - - - 0.4 0.3 0.1
Business-type activities:

State lottery.. e - - - 3.2 3.2 - 3.2 3.2 -

Unemployment compensation.......... - - - 6.4 2.3 4.1 6.4 2.3 4.1

Liquor control......ccccceeeeveennnen. - - 1.4 1.3 0.1 14 1.3 0.1

Workers' compensation... - - 0.4 0.6 (0.2) 0.4 0.6 (0.2)

Tuition payment................. - - 0.1 0.2 (0.1) 0.1 0.2 (0.1)
Total EXPENSES....cvvvvereverereirireeieeeieieienas 51.7 2.7 115 7.6 3.9 65.9 59.3 6.6
Excess/(deficiency) before

TrANSTErS.oveeeceeeeeeeeeeeeeeeeee e (2.5) 0.7 (3.2) (2.2) (0.1) (2.1) (4.7) 0.6 (5.3)
Transfers... e 0.4 0.3 0.1 (0.4) (0.3) (0.1) - - -
Increase (decrease) in net assets (2.1) 1.0 S (3.1) (2.6) (0.4) _S (2.2) (4.7) 0.6 _S (5.3)
Net assets, beginning . 253 24.3 3.2 3.6 28.5 27.9
Net assets, ending.......c.cccoveeeerrrrerrneenns $23.2 $25.3 2 $ 06 $ 3.2 $238 $285

Togive retroactive effects of implementing GASB Statement No. 49 (restatement provided in Note B to the Basic Financial Statements):
lincreased by $.3 billion (from $4.9 billion reported in the 2008 CAFR)
2decreased by $.3 billion (from $25.6 billion reported in the 2008 CAFR)
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Overall changes in net assets

During the fiscal year ended June 30, 2009, the overall financial position (net assets) of the Commonwealth, including both
governmental and business-type activities, decreased by $4.7 billion, or nearly 16.5 percent of total beginning (restated) net
assets of $28.5 billion. For governmental activities, the net decrease in net assets was $2.1 billion or 8.3 percent of beginning
(restated) net assets of $25.3 billion. Total investments, excluding the State Employees’ Retirement Fund and all other
fiduciary funds, amounted to over $14.3 billion and total cash balances were over $633 million at June 30, 2009. These
amounts represent significant decreases from prior fiscal year investment ($19.3 billion) and cash ($1.8 billion) balances.
Such decreases were primarily caused by much lower General Fund and other tax revenues, a sharp decrease in
Unemployment Compensation net assets, and lower investment income during the current fiscal year. The current fiscal year
decrease in governmental activities net assets ($2.1 billion) represents a $3.1 billion change from the prior fiscal year’s
(restated) increase of $1.0 billion. These current fiscal year decreases represent significant year-over-year deteriorations in
the Commonwealth’s overall financial position when compared to the prior fiscal year ended June 30, 2008.

The $2.6 billion decrease in total net assets for business-type activities follows a $.4 billion decrease during the prior fiscal
year. The $2.2 billion year over year decrease is primarily attributable to a net assets decrease of over $1.9 billion in the
unemployment compensation program, where the prior fiscal year net assets decrease was less than $0.1 billion. During the
current fiscal year, unemployment compensation revenues increased by nearly $2.1 billion while expenses increased by $4.0
billion; in the prior fiscal year revenues decreased by $106 million and expenses increased by $213 million. Also, during the
fiscal year ended June 30, 2009, combined decreases in net assets of the State Lottery Fund ($280 million decrease in the
current fiscal year compared to $213 million decrease in the prior fiscal year) and the Tuition Payment Fund ($150 million
decrease in the current fiscal year compared to $132 million decrease in the prior fiscal year) were reported.

Changes in revenues and expenses for governmental activities

The following chart provides a year-over-year comparison of governmental activities revenues:

Governmental Activities Revenues Year Over Year Comparison
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MANAGEMENT’S DISCUSSION AND ANALYSIS June 30, 2009

For governmental activities, general revenues decreased by over $2.6 billion, net, during the fiscal year, largely as a result of
decreases in reported General Fund tax revenues (over $2.3 billion), a decrease in General Fund investment income (over
$266 million), and a decrease in Motor License Fund tax revenues ($48 million), offset by an increase in gaming tax revenues
(5230 million). Tax revenues decreases resulted from declines in overall economic activity in the Commonwealth; the largest
of such decreases was personal income taxes reported on a full accrual basis — nearly $900 million. Net decreases in tax
revenues were reported along with year-over-year decreases in investment income (over $473 million) for aggregate
governmental funds. Operating grants and contributions, which largely represents Federal participation in specific General
Fund and other programs, increased by over $2.3 billion during the fiscal year primarily because of significantly higher year
over year expenditures, especially Medical Assistance and other types of health and human services expenditures. Also, new,
first-year revenues from the Federal American Recovery and Reinvestment Act of 2009 (ARRA) amounted to over $1 billion.
Also, revenues from the Pennsylvania Turnpike Commission (PTC), a discretely presented component unit, totaled $850
million, a $100 million increase over the prior fiscal year. These revenues were received under the provisions of Act 44 of
2007 and the related Lease and Funding Agreement between the PTC and Commonwealth primary government (Department
of Transportation). During the prior fiscal year ended June 30, 2008, Federal revenues in General Fund programs increased
only $258 million, while Federal revenues in Motor License Fund programs were nearly flat.

The following chart provides a year-over-year comparison of governmental activities expenses:

Governmental Activities Expenses Year Over Year Comparison
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For governmental activities, total expenses increased $2.7 billion (5.2 percent) largely due to significant increases in expenses
for health and human services ($1.3 billion), public education ($.9 billion) and protection of persons and property (5.3
billion).
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MANAGEMENT’S DISCUSSION AND ANALYSIS June 30, 2009

The following chart presents governmental activities revenues compared to expenses for the fiscal year ended June 30, 2009:

Changes in revenues and expenses for business-type activities

During the current fiscal year, total business-type activities expenses exceeded total revenues by $2.2 billion; in the prior
fiscal year, total expenses were $0.1 billion higher than revenues. Including the effects of current fiscal year net transfers to
other Funds of $.4 billion ($.3 billion in the prior fiscal year), business-type activities net assets decreased by $2.6 billion
during the current fiscal year versus a $.4 billion decrease during the prior fiscal year. The primary reasons for the overall
year-over-year net decrease of $2.2 billion were a $2.1 billion increase in Unemployment Compensation Fund revenues
(primarily Federal revenues) and a $4.0 billion increase in related benefit claims expenses; offset by a $16 million increase in
tuition payment revenues combined with a $124 million decrease in tuition payment expenses.

Operating grants and contributions for business-type activities increased $1.4 billion largely due to a substantial increase in
Federal revenues for the Unemployment Compensation program ($1.8 billion), offset by a significant year-over-year decrease
in investment income for all business-type activities of over $366 million during the current fiscal year, from $174 million
during the prior fiscal year to a negative $192 million during the current fiscal year.

Overall, expenses for business-type activities increased by $3.9 billion, a 51.3 percent increase over the prior fiscal year.
Expenses for unemployment compensation increased by $4.0 billion, while expenses for workers compensation decreased by
$222 million.

General Fund — economic factors during the fiscal year ended June 30, 2009

The worst economic recession since the Great Depression continues to adversely impact the national and state economy.
Sharp declines in the housing and financial markets nationally have impacted the economy in Pennsylvania, leading to job
losses and declining state revenues. Unemployment levels grew to 10 percent nationally, with Pennsylvania fairing only slight
better with unemployment averaging a full percentage point lower in Pennsylvania. Economic activity, as measured by the
gross domestic product (GDP), declined sharply during the first part of the fiscal year, contracting at an annual rate of 6.3
percent and 6.4 percent during the fourth quarter of 2008 and the first quarter of 2009 respectively. The economic
contraction slowed during the last quarter of fiscal year 2009, resulting in a -0.7 percent change in GDP. In response to tight
credit, declining wealth and job losses, consumer spending plummeted during the fiscal year. As result of the combined
forces of the economic contraction, fiscal year 2009 revenue collections were 11.3 percent below the estimate, resulting in a
revenue shortfall of $3.2 billion.
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General Fund — budgetary basis — comparison between original budget and final budget

The Budgetary Comparison Schedule for the General Fund for the fiscal year ended June 30, 2009 is presented immediately
following the Notes to the Financial Statements. In the Final Budget, State Program revenues were adjusted to include
revenues received by fiscal year-end (but not included in the Commonwealth’s official revenue estimate), in an amount equal
to 2008-09 supplemental appropriations passed on October 9, 2009 by Act 10-A.

Final budgeted revenues for total state programs were less than the original budget by $364 million. This includes a net $701
million decrease in tax revenues and an $80 million decrease in investment income as a result of economic conditions. The
$364 million decrease also includes a net increase of $449 million in departmental services revenue that is attributable to
transfers of $449 million in augmenting revenues from the Motor License Fund for State Police protection of Commonwealth
highways (in this case there is no true increase in funds available to the State Police).

The General Fund Schedule also discloses that the final budget includes $967 million more in expenditures than the original
budget. The $967 million increase includes $819 million in state program expenditure increases and $148 million of
increased Federal participation in various programs. Of the $819 million net state program difference, a $469 million
increase in protection of persons and property expenditures results primarily from a $449 million increase in spending
authority for State Police protection of Commonwealth highways. The $319 million increase in health and human services
expenditures primarily reflects higher than projected medical assistance (MA) eligibility growth, the impact of ARRA MA
prompt payment requirements and a re-alignment of MA payments by service month rather than payment month. The
increase of $148 million in Federal programs and corresponding revenues relates primarily to additional appropriations and
executive authorizations passed or authorized throughout the fiscal year. The difference between the Original Budget and
Final Budget for prior year lapses are comprised of the following: direction and supportive services, $14 million; protection of
persons and property, $29 million; health and human services, $78 million; public education, $23 million; economic
development, $16 million; and all other affected agencies, $4 million.

General Fund — budgetary basis — comparison between final budgeted and actual results

Actual budgetary State Program revenues were $2,542 million less than the final budgeted State Program revenues. The
$2,542 million net decrease results primarily from a $2,147 million decrease in tax revenues related primarily to the national
and state economic conditions, a $287 million decrease in investment income related to market conditions, a $64 million
decrease in unclaimed property and a $28 million decrease in miscellaneous revenue. Budgetary lapses for a variety of
specific appropriations and executive authorizations in the amount of $470 million were also posted to reduce State Program
spending authority in recognition of declining revenues. Actual Federal revenues and corresponding expenditures were $176
million lower than budgeted for the following agencies: Public Welfare, $135 million; Health, $17 million; Emergency
Management Agency, $13 million; and all other affected agencies, $11 million.

Measurement focus and basis of accounting — governmental funds

The General Fund and special revenue, debt service and capital projects fund types are reported using the current financial
resources measurement focus and modified accrual basis of accounting. Under this measurement focus, only current assets
and current liabilities are normally included on the balance sheet. Operating statements of these fund types present
increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net
current assets. Unreserved fund balance represents a measure of available, spendable resources. Under the modified
accrual basis of accounting, governmental funds recognize revenue in the fiscal year that it becomes susceptible to accrual
(both measurable and available) to pay current fiscal year liabilities. Grant revenues, including Federal government grant
revenues, are recognized when earned. Revenue recognition from most other sources occurs at receipt. Recognition of
expenditures generally occurs in the fiscal year the goods or services are received and the related fund liability is incurred.
Debt service expenditures for principal and interest on general long-term obligations are recognized when due. Prepaid
items and inventory purchases are reported as current fiscal year expenditures, rather than allocating a portion of related
cost to the fiscal year when the items are actually used.
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Investment Valuation at June 30, 2009 and Investment Income during Fiscal Year Ended June 30, 2009

During the fiscal year ended June 30, 2009 investment security valuations increased and decreased with significant variation,
ending the fiscal year lower (in most cases) than June 30, 2008 valuations. Accordingly, reported investment balances are
relatively lower at June 30, 2009 than at June 30, 2008. Such lower valuations have resulted in relatively higher unrealized
losses at fiscal year end, reducing reported investment income for the fiscal year ended June 30, 2009.

Also, to mitigate losses on the sale of shares for Treasury Investment Program (TIP) participants, daily activity in a variety of
specific Commonwealth Funds was transacted in the Liquid Asset Pool, which reduced respective holdings in the Common
Investment Pool. In some cases, this resulted in recognized, reported investment losses, reducing reported investment
income, depending on the specific Fund’s cash receipts and the cost and holding period of the share activity in the Common
Investment Pool. Historically, Liquid Asset Pool investments are managed with an objective to maintain an overall, constant
value of $1.00 per share; in contrast, Common Investment Pool investments are managed on a fluctuating, variable ‘net asset
value’ per share.

In addition, during the fiscal year ended June 30, 2009 recognized, reported investment losses were posted due to the
financial failure of one of the counterparties to the securities lending agreement between the Treasury Department and its
custodian. Such investment losses, amounting to $24 million in the Common Investment Pool and $4.5 million in the Liquid
Asset Pool, were allocated among the specific Funds participating in those Pools and charged to investment income.

As a result of one or more of the above three factors, numerous specific Funds, including the General Fund, Motor License
Fund, Tobacco Settlement Fund, State Workers Insurance Fund (December 31, 2008) and the State Lottery Fund, reported
overall negative investment income for the fiscal year ended June 30, 2009.

Discussion of individual funds, balances and transactions

General Fund
The General Fund, the Commonwealth’s largest fund,

accounts for over 79 percent of the total governmental General Fund Revenues and Other

Financing Sources

fund type revenues and other financial sources and 80 Licenses,
percent of the total governmental fund type expenditures ~ fees,
and other financing uses. The General Fund collects over Charges for— _,___H/’-”;‘AES;T;]ZT
86 percent of the total tax revenues and is the primary services .y income
funding source for most Commonwealth agencies. The 3% K‘\‘ 1%
charts depicted on this page and the following page "-\

present a comparison of the major types of revenues and ]
expenditures reported in the General Fund. Taxes and |
intergovernmental revenues represent the largest sources Taial feves |

of revenue, while health and human services and 55%

education represent the largest outflows or expenditures.

General Fund Tax Revenues

The largest significant source of tax revenues -- net of refunds -- (524,118) is Personal Income Tax (PIT). Reported PIT
(59,468) accounts for 39 percent of all taxes reported. Sales tax, which represents a tax on various items purchased by
consumers, is the second largest category. Reported sales tax ($7,968) accounts for 33 percent of all taxes reported.
Corporation tax, which represents different taxes (including the Corporate Net Income Tax and the Capital Stock/Foreign
Franchise Tax) on various corporations, is the third largest category. Reported corporation tax ($4,354) accounts for 18
percent of all taxes reported. These three tax categories represent the Commonwealth’s largest own-source revenues.
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Although not available for the current fiscal year, prior fiscal year statistical information for these three tax categories is
presented in the Revenue Capacity portion of the Statistical Section (amounts in millions).

General Fund Tax Revenues General Fund Expenditures and Other
Economic Financing Uses
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Expenditures

The General Fund reported a total of $46,266 in total expenditures (545,248) and other financing uses ($1,018) during the
fiscal year ended June 30, 2009. Expenditures for health and human services ($25,689) accounted for over 55 percent of all
General Fund expenditures and other financing uses. Of these health and human services expenditures, over 95 percent
($24,505) were reported by the Department of Public Welfare. The second largest category, public education, accounts for
nearly 29 percent ($13,340) of the reported expenditures and other financing uses. Of the public education expenditures,
over 92 percent ($12,359) are reported by the Department of Education. The chart shown on the right, above, reports the
percentages expended in each category (amounts in millions).

Comparative Financial Statements for the General Fund

Condensed comparative General Fund balance sheets at June 30, 2009 and 2008 are as follows (amounts in millions):
Increase (Decrease)

2009 2008 Change Percent

Assets:

Cash and iNVESTMENTS ...ooveeeeieeeeeeee et eteeeeee e e st eseeeeseenens S 3,401 S 6,680 S (3,279) -49%

ReceiVables, Net......cveieeieresere e 3,527 3,806 (279) -7%

Due from other funds/governments/advances/other... 2,389 2,003 386 19%
TOLAl ASSETS.....cviecvieiectie ettt $ 9,317 $ 12,489 $ (3,172) -25%
Liabilities:

Accounts payable and tax refunds payable......c.......... S 5,503 S 4,839 S 664 14%

Securities lending obligations........cccccceeeeinecceceecenee. 20 1,326 (1,306) -98%

Due to other funds/governments/advances/other........ 1,170 1,168 2 0%

UNEearned reVENUE........ccocvieirineeenietse et 2,109 2,182 (73) -3%
Total lIAbIlITIES.....c.ceeeeeeeeeeeeeeteee e 8,802 9,515 (713) -7%
Fund Balance:

S =] VL= PO 3,056 2,585 471 18%

Unreserved:

DESIgNAtEd.....cicieeerircieeee e - 379 (379) -100%
Undesignated (2,541) 10 (2,551) -25510%
Total fund balance 515 2974 (2,459) -83%
Total liabilities and fund balance............ccccoeoeenerereeneneenes $ 9317 $ 12489 $ (3172
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During the fiscal year ended June 30, 2009, cash and investments decreased by $3,279 million (49 percent) compared to the
prior fiscal year; a significant portion of this decrease is due to a sharp decrease in securities lending collateral/obligations of
$1,306 million, as the General Fund holdings in the Treasury Common Investment Pool decreased and holdings in the
Treasury Liquid Asset Pool increased during the fiscal year. (At June 30, 2009 there was no Treasury Securities Lending
Program related to the Treasury Liquid Asset Pool.) The remaining cash and investments decrease of $1,973 million is directly
related to a $2,273 year-over-year decrease in tax revenues. Accounts payable increased by over $658 million primarily due
to year over year increases in accrued expenditures ($216 million) and year over year increases in invoices approved for
payment but unpaid ($433 million); tax refunds payable increased nearly $6 million. Unearned revenue decreased by $73
million, primarily because of the reduction in the unavailable portion ($43 million) of the decrease in taxes receivable of over
$176 million.

Fund balance reservations increased $471 million primarily due to a $232 million increase for restricted revenues, a $217
increase for encumbrances in continuing programs, and a $25 million increase for advances to other funds. There was no
year-over-year change in the amount reserved for the statutory Budget Stabilization Reserve Fund, which is reported as part
of the General Fund. Prior fiscal year-end fund balance designations of $379 million were eliminated as of June 30, 2009
because total fund balance decreased to $515 million, with a $2,541 million undesignated deficit. Such deficit fund balance
prevents any amounts from being reported as fund balance designations. The prior-year designated amounts were for: group
medical and life insurance ($342.6 million), waste tire and safe water programs ($28.0 million), job creation tax credits ($2.6
million), and nearly $6.0 million of other designations. Overall fund balance decreased by $2,459 million during the fiscal
year ended June 30, 2009.

Condensed, comparative, General Fund operating statements for the fiscal years ended June 30, 2009 and 2008 follow
(amounts in millions):
Increase (Decrease)

2009 2008 Change Percent
Revenues:
Taxes, net of refunds
Personal INCOME.....oiveceeeeeeeeeeeereeereseeeeeeseeeenes S 9,468 S 10,402 S (934) -9%
Sales and US€.....ccoceeueceeeveeeereienne 7,968 8,391 (423) -5%
Corporation......cceeeeveceneeneeenne. 4,354 4,984 (630) -13%
Inheritance.....cvvecenecncnieene. 734 781 (47) -6%
CiGATEHE e eeeeesee e 981 1,006 (25) 2%
Real estate.....ccoeeeeeereeereceereerennnne. 296 425 (129) -30%
Other...eceeeeeeee e 317 402 (85) -21%
Total taxes, net of refunds............. 24,118 26,391 (2,273) -9%
Intergovernmental........cccceeveveneen. 17,897 15,419 2,478 16%
Charges for sales and services 1,192 1,384 (192) -14%
Licenses/fees/investment and other income...... 407 738 (331) -45%
TOtal FEVENUES......coceevetceereere e 43,614 43,932 (318) -1%
Expenditures:
Direction and supportive Services........ccceevueene. 782 1,080 (298) -28%
Protection of persons and property.................... 3,897 3,547 350 10%
Health and human services.......ccocvvvvveeveecneennen. 25,689 24,318 1,371 6%
Public education.......cccoeeveeeeieeeeeeececceeeeceeiens 13,340 12,996 344 3%
Recreation and cultural enrichment.................... 341 331 10 3%
Economic development.......ccocoeeeeveereerereneeerennnnns 1,115 1,122 (7) -1%
TransSpPoOrtatioN. .. 49 25 24 96%
Capital outlay....ccoeceeeerececc e 35 19 16 84%
Total expenditures.... e ———— 45,248 43,438 1,810 4%
Revenues over (under) expenditures..........cc.c.... (1,634) 494 (2,128) -431%
Other financing sources (uses):
Transfers iN e 189 120 69 58%
Transfers out (1,018) (1,012) (6) 1%
Capital lease and installment
purchase obligations.......cccceveeeenecencccennenn, 4 1 3 300%
Net other financing USES.........cccvvevvereenerersenienens (825) (891) 66 7%
Net change in fund balance............ccccceovvevrccernenenee. (2,459) (397) _$ (2,062)
Fund balance, beginning.........ccccccevveneeernerecnrnnnns 2,974 3,371
Fund balance, ending..........ccoeuvererverveneensinseerierserenns $ 515 $ 2974
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Total General Fund revenues decreased by $318 million (just over .7 percent) during the fiscal year ended June 30, 2009.

General Fund tax revenues decreased overall by over $2.2 billion (8.6 percent) during the fiscal year ended June 30, 2009.
Decreases in the three largest tax types (amounting to nearly $2 billion) were directly attributable to declines in economic
activity during the current fiscal year. Similarly, real estate tax revenues decreased (5129 million) due to weaknesses in the
housing market.

Intergovernmental revenues increased by $2,478 million, net, resulting primarily from Federal participation in significantly
higher expenditures for Medical Assistance and other types of health and human services expenditures. Nearly $1 billion of
the higher Federal revenues were from the Federal American Recovery and Reinvestment Act of 2009. Combined
licenses/fees/investment and other revenues decreased by $331 million primarily because of a year-over-year decrease in
investment income of nearly $260 million. Charges for sales and services revenues decreased by $192 million as the Public
Welfare’s revenues decreased by nearly $318 million, primarily due to the end of the Intergovernmental Transfers program
(5284 million decrease), the current fiscal year revenue accrual being lower than the prior fiscal year ($135 million decrease),
with offsetting increases in hospital/nursing home and other assessments (591 million) during the current fiscal year. Also, a
$100 million decrease in prior fiscal year revenues related to Act 67 Job Creation tax credits did not occur in the current fiscal
year, thus increasing year-over-year revenues by $100 million. Finally, $30 million of posted revenues during the prior fiscal
year did not recur during the current fiscal year.

Total General Fund expenditures increased by 4.17 percent during the fiscal year ended June 30, 2009, by $1.8 billion.
Reported expenditures for health and human services expenditures increased by $1,371 million, caused by a higher aggregate
need for medical assistance services, and income or cash grant assistance. Public education expenditures increased by $344
million due primarily to increases in basic education (5274 million), charter school reimbursements ($65 million), special
education (516 million), pupil transportation (512 million), non-public transportation ($12 million), school employee social
security (employer share)($22 million); also, a decrease in school employee retirement (employer share)($90 million).
Protection of person and property expenditures increased by $350 million primarily because of an intra-fund expenditure
elimination during the prior fiscal year that was not necessary during the current fiscal year (5177 million); higher
expenditures for the Children’s Health Insurance Program ($52 million), caused by both higher enrollment and higher
utilization; higher expenditures for Corrections and State Police agencies ($63 million) for personnel costs, legal settlements
and other legal costs; and higher Military and Veterans Affairs agency facilities expansion expenditures (over $30 million).
Direction and supportive services expenditures decreased by $298 million, net, primarily because of the aforementioned
$177 million prior fiscal year intra-fund expenditure elimination that was not necessary during the current fiscal year and
because of decreases in posted expenditures for payments to an external healthcare benefits plan administrator (over $123
million).

Reported Transfers to the General Fund increased by $69 million, net, primarily because of 1) a $45.0 million increase from
the State Stores Fund, 2) a new $15.0 million transfer from the Recycling Fund, 3) a new $15.0 million transfer from the
Banking Department Fund, 4) a prior fiscal year $9.4 million transfer from the Environmental Stewardship Fund that did not
occur in the current fiscal year, 5) a $5.0 million transfer from the Manufacturing Fund which did not occur in the prior fiscal
year, 6) a prior fiscal year $3.0 million transfer from the Capital Facilities Fund that did not occur in the current fiscal year, and
7) a new $2.0 million transfer from the Hazardous Sites Cleanup Fund.

Reported Transfers from the General Fund increased by $6 million, net, primarily because of 1) a $24.4 million increase to
debt service funds, 2) prior fiscal year transfers of $13.9 million to various Commonwealth Funds that did not occur during
the current fiscal year, 3) a $12.8 million decrease in transfers to the Hazardous Sites Cleanup Fund, 4) a $5.5 million increase
in transfers to the Vocational Rehabilitation Fund, and 5) a new $4.5 million transfer to the Keystone Help Program Fund.

The overall decrease in fund balance, $2,459 million during the fiscal year, represents a year-over-year decrease in the
change in total fund balance of $2,062 million. The prior fiscal year decrease in fund balance was $397 million.
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Motor License Fund

Condensed, comparative, financial statement information for the Motor License Fund is as follows (amounts in millions):

2009 2008 Increase (Decrease)
Description Amount Percent Amount Amount Percent
Cash and investments.....cccccoeeveveeeeveeeneeenne. S 1,992 83% S 2,300 S (308) -13%
Other assets...... 410 17% 362 48 13%
Total assets $ 2,402 100% $ 2662 _$ (260) -10%
Accounts payable......cccoooveoieiececieeece. S 524 59% S 475 S 49 10%
Securities lending obligations................... 258 29% 492 (234) -48%
Other liabilities...occeeeeeeeeeeeeeeeeeeece e 110 12% 98 1 12 12%
Total liabilities........ccovveevvnncirreees 892 100% 1,065 173) -16%
Total fund balance..........ccoeeevveeveeeeeeene 1,510 100% 1,597 (87) -5%
Total liabilities and fund balance........... $ 2,402 100% $ 2662 _ % (260) -10%
TAX FEVENUES ...uvveeeeeeeeeeeeeeeeeireeeeeeeesseeeeeeeeenns S 1,976 40% S 2,024 S (48) -2%
Licenses and fees.....ooocvveeeeveeeeeeeecireeeeeeeennnes 875 18% 907 2 (32) -4%
Intergovernmental.......cccocvievniiiiiciieescceeennnne 2,062 41% 1,913 149 8%
Other reVENUES........eeeeeeeeeeeeeeeeeeeeeeeaeeea 75 2% 115 (40) -35%
Total reVENUES......ccoeeevveeece e 4,988 100% 4,959 29 1%
Direction and supportive services............ 71 1% 67 4 6%
Protection of persons and property.......... 639 13% 647 (8) -1%
Transportation......cceceeceeeeeceecieciecee e 2,105 42% 2,198 (93) -4%
Capital OUHAY ..o 2,218 44% 1,793 425 24%
Other expenditures.......ccceccveeeceeecceeeenneen. 2 0% 2 - 0%
Total expenditures.......cccoceecevcenenenennnns 5,035 100% 4,707 328 7%
Net transfers OUt......ccceeeeveeeeciieeeccieeeereeeene (40) 100% (74) 34 -46%
Net change in fund balances................. $ (87) $ 178 3 $ (265)
To give retroactive effects of correction of prior year error (restatement provided in Note B to the Basic Financial

Statements):
1decreased by $30 million (from $128 million reported in the 2008 CAFR)
2increased by $30 million (from $877 million reported in the 2008 CAFR)
3increased by $30 million (from $148 million reported in the 2008 CAFR)

Overall, total revenues increased by $29 million during the fiscal year ended June 30, 2009; this represents a 0.6 percent
increase over the prior fiscal year. The most significant factor was a $99 million increase in Intergovernmental revenues for
Federal aid for bridge projects as a result of increased bridge expenditures. In addition, Act 44 of 2007 mandated an
additional $50 million in intergovernmental revenues from the Pennsylvania Turnpike Commission. A decrease in tax
revenues ($48 million) was primarily caused by decreased gasoline and diesel fuel consumption during the current fiscal year.
Most of the decrease in other revenues was caused by a $42 million decrease in investment income due to lower securities
valuation and other factors as of June 30, 2009.

On a net basis, the combination of Capital Outlay (5425 million increase) and Transportation ($93 million decrease)
expenditures increased by $332 million over the prior fiscal year. Current fiscal year Bridge Projects Appropriation
expenditures increased by $229 million as a result of additional funding established by Act 54 of 2008 (authorizing the
issuance of debt for bridge programs) and the inclusion of additional bridge projects in Act 96 of 2008. Also, current fiscal
year Expanded Highway and Bridge Appropriation expenditures increased by $120 million as a result of Act 44 of 2007
funding, which began during the prior fiscal year. Finally, current fiscal year Bridge Preservation Appropriation expenditures
decreased by $S21 million as a result of the appropriation being combined into the Expanded Highway and Bridge
appropriation.

The $74 million decrease in cash and investments (5308 decrease), net of securities lending obligations (5234 decrease), is a
result of total expenditures exceeding total revenues during the current fiscal year. Other assets increased by $48 million
primarily because Federal receivables for the Bridge Projects Appropriation were $12 million higher as a result of increased
Bridge expenditures. Similarly, bridge projects included in Act 96 of 2008 accounted for $14 million in higher receivables
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from the Capital Facilities Fund. American Recovery and Reinvestment Act activity accounted for an additional $3.3 million in
Federal receivables. Accounts payable increased by $49 million, primarily as a result of overall increases in expenditures.

Net transfers to other Funds declined by $34 million due primarily to one-time activity occurring in the prior fiscal year: a
$41.4 million transfer to the PA Infrastructure Bank Fund providing additional funding for the Municipal Loan Program and
transfers from the General Fund ($7.9 million) and the Public Transportation Trust Fund ($3.3 million).

Tobacco Settlement Fund

Condensed, comparative, financial statement information for the Tobacco Settlement Fund is as follows (amounts in
millions):

2009 2008 Increase (Decrease)
Description Amount Percent Amount Amount Percent
Cash and investments.........cocoveveieevvreerennne S 1,257 78% S 1,419 S (162) -11%
Other assets......ccuneee. 354 22% 345 9 3%
Total assets............ _$ 1611 100% _$ 1764 _$ (153) -9%
Accounts payable......eeeeeerererererenenns S 179 31% S 179 S - 0%
Securities lending obligations................... 106 18% 167 (61) -37%
Other liabilities....cocoeeveeceeeceeceeereeeene 299 51% 260 39 15%
Total liabilities.........ccocevevevcerrreeceiieeas 584 100% 606 (22) -4%
Total fund balance.........ccocovereveeeeenne. 1,027 100% 1,158 (131) -11%
Total liabilities and fund balance........... $ 1,611 100% $ 1,764 $ (153) -9%
Intergovernmental......c.cccovcveneieniecenienennene S 159 28% S 133 S 26 20%
Investment inCOME.......cceeeeeeeeeecveeeeeeereenns (110) -19% (35) (75) 214%
Other reVeNUES.......cceccveveeceeceeceereere e 521 91% 473 48 10%
Total rEVENUES.......ccecveeeeveeeeeeteeeeeee s 570 100% 571 (1) 0%
Protection of persons and property.......... 165 24% 165 - 0%
Health and human services......ccccecvevenenee. 511 75% 447 69 16%
Economic development.......cccecvveneverircennnne 9 1% 9 - 0%
Total expenditures.......c e 685 100% 616 69 11%
Net transfers (OUt).....ccceevreereererererccererereenas (16) 100% (28) 12 -43%
Net change in fund balances................. $ (131) $ (73) _$ (58)

The year-over-year decrease in cash and investments of $162 million is due largely to lower investment valuations resulting in
portfolio losses and a $61 million decrease in the size of Treasury's securities lending program as of June 30, 2009. Other
liabilities increased by $39 million due to 1) a $14 million increase in unearned revenues related to the Master Settlement
Agreement receivable; and 2) a $21 million increase in the amount due to other funds related to the current fiscal year
accrual for Medical Assistance for Workers with Disabilities expenditures and 3) a $6 million decrease in various liabilities.

During the fiscal year, investment income decreased $75 million due to lower year-over-year investment valuations. It should
be noted that $62 million of the current fiscal year investment loss is unrealized as of June 30, 2009. Other revenues
increased by $48 million due to 1) a $37 million increase in Master Settlement Agreement revenues and 2) an $11 million
increase in Community Health Reinvestment revenues. Expenditures for health and human services increased $69 million
due to increased appropriation expenditure authority, primarily a $29 million increase in expenditures for Medical Assistance
Long-Term Care.

Measurement focus and basis of accounting — proprietary funds

The enterprise funds and internal service funds (proprietary funds) are reported using the economic resources measurement
focus and the accrual basis of accounting. Under this measurement focus, all assets and liabilities associated with the
operations of these fund types are included on the statement of net assets. Under the accrual basis of accounting, revenues
are recognized in the fiscal year earned, and expenses are recognized in the fiscal year incurred. Enterprise funds that report
loan, insurance and tuition payment programs report most revenues as operating revenues; non-operating revenues are
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reported for other programs and include grant revenues and all investment income. Four enterprise funds are reported as
major funds and are discussed.

Unemployment Compensation Fund

Condensed, comparative, financial statement information for the Unemployment Compensation Fund is as follows (amounts

in millions):
2009 2008 Increase (Decrease)
Description Amount Percent Amount Amount Percent
Cash and investments........ccocevverveverceereennne S 370 33% S 1.746 S (1.376) -79%
Unemployment assessments receivable.. 442 39% 466 (24) -5%
Other assetS....coivnennieneeneeseeeseeeees 325 29% 175 150 86%
Total @SSEtS....cveicrereecreereece e 1,137 100% 2,387 (1,250) -52%
Accounts payable......ccoooovvreennnncennnee 252 32% 91 161 177%
Other liabilities.....coeeeveveeeeeeeeeececreiee 543 68% 8 535 6688%
Total liabilities.......ccccovcererveeeereeceeeaas 795 100% 99 696 703%
Total Net assets.......cvceeeveeeeereccierinenns $ 342 100% $ 2288 $ (1946) -85%
Sales and services $ 2421 100% $ 2061 S 360 17%
Other revenues........coccveeveeeveereerenenn 1 0% 77 (76) -99%
Total operating revenues..........c.ccceeunas 2,422 100% 2,138 284 13%
Costof sales and services.......cccoeeevervenenen. 6.250 100% 2.289 3961 173%
Total operating eXpPenses......c.ccueeenenns 6,250 100% 2,289 3,961 173%
Operating income/(l0SS)......cccevereeeennn. (3.828) (151) (3.677) 2435%
Nonoperating revVenues.........ccceeereueeas 1,885 77 1,808 2348%
Income (loss) before transfers............... (1,943) (74) (1,869) 2526%
TraNSTErS....oceeeeeeeeee e (3) (4) 1 -25%
Increase(decrease) in net assets.......... $  (1,946) $ (78) _$ (1.868)

During the fiscal year ended June 30, 2009 operating expenses increased by nearly $4 billion (173 percent), as approximately
68% more unemployment claims were filed during the current fiscal year than during the prior fiscal year. Additionally,
extended unemployment claims were 59.1% higher than in the prior fiscal year (14.3 million as compared to 9 million). Due
to the current economic recession, the $4 billion increase includes expenses for normal claims plus supplemental Federal
benefit programs passed by Congress, due to the severity of the current economic recession. These programs include
Emergency Unemployment Compensation (EUC) (passed in 2008 (Tier | and Tier Il) and later extended through 2010). As
unemployment rates continued to rise, Pennsylvania offered Extended Benefits (EB) on February 15, 2009. In February 2009
the American Recovery and Reinvestment Act (ARRA) provided additional benefits, authorizing an additional $25 per week
for each claimant. Due to the large number of claims and related benefit claim payments from the UC Trust Fund (over $100
million per week during the second half of the fiscal year), the UC Trust Fund borrowed from the Federal government,
beginning in March 2009.

Drawdown amounts from the UC Trust Fund of $517 million combined with a year over year decrease in employer
assessments of $181 million represent the majority of the $360 million (17%) increase in sales and services revenues during
the current fiscal year.

Total liabilities increased by $696 million due to 1) the Federal advance of $528 million and 2) increases in first-time claim
activity for regular UC Claims from $7.8 million to $12.7 million per week.

During the fiscal year ended June 30, 2009 total assets decreased by $1,250 million. This was primarily due to a $1,376
million decrease in funds available in the Pennsylvania Unemployment Compensation Trust Fund (UC Trust Fund).
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State Workers’ Insurance Fund (December 31, 2008)

Condensed, comparative, financial statement information for the State Workers’ Insurance Fund (SWIF) is as follows
(amounts in millions):

2008 2007 Increase (Decrease)
Description Amount Percent Amount Amount Percent
Cash and short-term investments.............. S 581 25% S 551 S 30 5%
Long-term investments........ccccocevvenverierenene 1,624 71% 1,734 (110) -6%
Other asSetS . 88 4% 108 (20) -19%
Total @SSEtS....cveevveieessee e 2,293 100% 2,393 (100) -4%
Securities lending obligations................... 532 23% 465 67 14%
Unearned revenUe..........ccveeveeeeeeeeeeceesneenne 100 4% 120 (20) -17%
Insurance loss liability.....cccovevricneccnene. 1,635 71% 1,691 (56) -3%
Other liabilities....cccovievievercerereeeeceeceereeneene 36 2% 26 10 38%
Total liabilities........ccovvevevereeeeeeeeenee 2,303 100% 2,302 1 0%
NET ASSELS...vvurererirrrreressiesesesissssssesesnsens $ (10) 100% _$ 91 _$ (101)  -111%
Sales and SErviCes....eeerereeererennns S 292 105% §$ 384 S (92) -24%
Provision for uncollectible accounts....... (15) -5% (19) 4 -21%
Total operating revenues 100% 365 (88) -24%
Cost of sales and services............ 100% 592 (222) -38%
Total operating expenses 100% 592 (222) -38%
Operating l0ss.......cccovvereerererene. (227) 134 -59%
INvestment iNCOME......cuvvvvverereresreeeeeenene 140 (144) -103%
(Investment eXPense)......cccoeveeerecerereerereennnns (5) 1 -20%
Net nonoperating revenue.................... (8) 135 (143) -106%
Decrease in Net assetS......uremreerenn. $ (101) $ (92) % (9)

During calendar year 2008, reported year over year premium revenues (sales and services) decreased from $384 million to
$292 million, primarily due to market influences and decreases in policies written. Application statistics show that new
applications decreased by 13 percent from 2007 (14,496 vs. 16,607) and renewal applications decreased 6 percent (38,291 vs.
40,722). Private insurance carriers continue to increase their share of the workers compensation market and applications for
SWIF coverage are expected to continue to decrease. Cash and short-term investments (excluding a $67 million increase in
securities lending balances) decreased by $37 million due to a decrease in short-term bonds held at year end 2008 vs. 2007.
Long-term investments, notably stocks, decreased by $110 million as a result of lower market valuations, mainly, and
restructuring the investment portfolio to include a higher concentration in fixed income securities (bonds). Other assets
include decreases in receivables (resulting from decreased business), offset by an increase in investment sales proceeds
receivable. During 2008, SWIF continued to have significant savings in insurance loss liability/reserves as a result of the
Compromise and Release Initiative, which enabled SWIF to identify claims that meet requirements for settlement. The
initiative increased settled claims from 1,297 in 2007 to 1,590 in 2008. Removing the loss reserves associated with these
settled claims reduced the insurance loss liability by $78.7 million in 2008 and $52.3 million in 2007. Investment income
decreased by $144 million primarily due to a decrease of $29 million in realized gains on sales of investments and an increase
of $83 million in unrealized losses.
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State Lottery Fund

Condensed, comparative, financial statement information for the State Lottery Fund is as follows (amounts in millions):

2009 2008 Increase (Decrease)
Description Amount Percent Amount Amount Percent
Cash and short-term investments.............. S 274 85% S 646 S (372) -58%
Long-term investments 5 2% 7 (2) -29%
Other assetsS.....oivreneieviecenreennene 44 14% 61 (17) -28%
Total assets 323 100% 714 (391) -55%
Accounts payable......ccoveeicennnnen. 435 93% 416 19 5%
Securities lending obligations 7 1% 141 (134) -95%
Other liabilities......ccoceveveveereceerennnne. 26 6% 22 4 18%
Total liabilities.......ccoovveeeveveerreceeenas 468 100% 579 (111) -19%
NEt ASSELS.....overrreveeeesseerssessssseressessens $ 145 100% _$ 135 _$ (280)  -207%
Sales and ServiCes....ieeeveeeeeeseevenenns S 3,088 100% S 3,101 S (13) 0%
Other reVeNUES.........ccevveeveeecreeceeeeeeeena - 0% 99 (99) -100%
Total operating revenues..........cccoeeue... 3,088 100% 3,200 (112) -4%
Costof sales and services........coceeeereeenenee. 3,054 96% 3,052 2 0%
Other eXPensSes.....cvceeeceereeieieseeeee e 119 4% 107 12 11%
Total operating eXpenses........ccccoeeueen. 3,173 100% 3,159 14 0%
Operating iNCOME........ccvveeereecesireeens (85) 41 (126) -307%
Nonoperating revenues............c.eceveeeen. 93 4 89 2225%
Income before transfers........ccceveeenae 8 45 (37) -82%
Transfers N 100 (51) -51%
Transfers OUt......ceeeeeeiieececeeeeeeeeeeee (358) 21 -6%
Transfers, net......ccoeevvvvenene. (258) (30) 12%

Decrease in net assets $ (213) $ (67)

As of June 30, 2009 the year over year decrease in cash and investments of $372 million was the result of lower securities
lending program balances ($134 million), combined with lower year over year investment valuations and the result of total
expenses and transfers exceeding total revenues and transfers by $280 million. Also, periodically, investments were sold to
meet the current cash flow needs of the State Lottery Fund, and the transfers to other Funds.

Other expenses increased by $12 million as a result of more individuals applying for and qualifying for Federal assistance.

The current fiscal year transfers from other Funds decreased by $51 million. Act 1 of Special Session 1 of 2006 authorized
$48.5 million during the current fiscal year to finance the expansion of the Property Tax Rent Rebate (PTRR) program, which
was significantly expanded by Act 1 of Special Session 1 of 2006.

The current fiscal year transfers to other Funds decreased by $21 million. This was primarily due to a $23.90 million decrease
in State Lottery Fund resources needed to support the PACE Program (pharmaceutical benefits for the elderly) Fund due to
decreases in both utilization and number of enrollees. Also, as a result of Act 44 of 2007, the Public Transportation Trust
Fund (PTTF) was established to provide additional funding for public transportation in the Commonwealth. A portion of PTTF
funding was provided by the State Lottery Fund to finance expenditures associated with the Shared Ride and Free Transit
programs for older Pennsylvanians. During the current fiscal year $82.1 million was transferred to PTTF, which was an
increase of $2.1 million. The funding was ultimately disbursed as grants to public transit agencies.
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Tuition Payment Fund

Condensed, comparative, financial statement information for the Tuition Payment Fund is as follows (amounts in millions):

2009 2008 Increase (Decrease)
Description Amount Percent Amount Amount Percent
Cash and short-term investments.............. S 347 28% S 428 S (81) -19%
Long-term investments 905 72% 1,050 (145) -14%
Other asSetS ... 8 1% 15 (7) -47%
Total aSSets.......coceeecreeceeeeeeeee e 1,260 100% 1,493 (233) -16%
Securities lending obligations................... 198 13% 238 (40) -17%
Tuition benefits payable......ccccoeeueennee. 1,269 86% 1,322 (53) -4%
Other liabilities.....coeeeereeeeeeeeeeceereiene 17 1% 7 10 143%
Total liabilities.......ccccceeeveeeeieeeeeeeee, 1,484 100% 1,567 (83) -5%
NET ASSELS....ovrrerreiereriesieeierereessessesseeeens $ 224 100% _$ 74 % (150) -203%
Sales and Services.....eevvececreceeeceenenns 154 100% 138 16 12%
Total operating revenues 154 100% 138 16 12%
Cost of sales and services......... 96 100% 220 (124) -56%
Total operating expenses 96 100% 220 (124) -56%
Operating loss.......ccocvveevresereneeeeniens 58 (82) 140 -171%
Nonoperating revenues..........cccevveeeen. 208 (50) (158) 316%
Increase(decrease) in net assets.......... $ 150 $ (132) _$ (18)

Current fiscal year operating revenues increased by $15.5 million over prior fiscal year operating revenues due primarily to
increases in tuition credit purchases of $15.6 million, based on successful marketing efforts. Current fiscal year operating
expenses were $123.9 million less than prior fiscal year operating expenses, almost entirely due to a year-over-year decrease
in tuition benefit expenses of $122.4 million. Actual payments to educational institutions increased by $21.6 million, to
$135.4 million, during the current fiscal year as 12,913 beneficiaries used 303,945 credits in the current fiscal year versus
11,490 beneficiaries using 270,448 credits during the prior fiscal year. Net investment income, reported as a component of
nonoperating revenues, decreased by $157.4 million from the prior fiscal year primarily because of lower investment
valuations at June 30, 2009 versus June 30, 2008 and lower investment income earned on debt securities due to lower
interest rates during the current fiscal year.

Capital asset activity during the fiscal year ended June 30, 2009

Throughout the fiscal year, Commonwealth agencies acquire or construct capital assets. In governmental fund financial
statements, expenditures for capital assets are typically reported as capital outlay. Funding for a significant portion of capital
asset acquisition is provided by proceeds of general obligation bonds issued; such proceeds are generally accounted for in the
capital projects funds in the governmental fund financial statements as an other financing source. In the government-wide
statements, bond proceeds are reported as additions to long-term bond liabilities and completed project expenditures and
construction in progress at fiscal year end are reported as part of general capital assets. Construction in progress for
Department of General Services (public works) and Department of Transportation (highway and bridge) projects at June 30,
2009 amounted to $0.8 and $2.1 billion, respectively. Authorized but unissued general obligation bonds at June 30, 2009
totaled $76.7 billion.

General capital assets of the Commonwealth are those used in the performance of specific governmental functions during
more than one fiscal year. Capital assets of the proprietary funds are reported in both proprietary fund financial statements
and in government-wide financial statements. Fiduciary fund capital assets are reported in fiduciary fund financial
statements; fiduciary funds are not included in government-wide statements. General capital assets as of June 30, 2009
amounted to $26.7 billion at actual or estimated historical cost, net of accumulated depreciation of $14.7 billion. In the
government-wide statements, depreciation expense for all capital assets is reported to recognize the cost of “using up”
capital assets over their estimated useful lives. This treatment differs from reporting capital outlay as ‘current expenditures’
by governmental fund types. Highway and bridge infrastructure assets are typically funded with Motor License Fund taxes,
license and registration fees and Federal revenues. The Motor License Fund reports transportation and capital outlay
expenditures in its financial statements; a portion of such expenditures is reported as additions to capital assets in
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government-wide financial statements. Depreciation of highway and bridge infrastructure assets is not related to the quality
or relative value of these assets; rather, it is a specific accounting treatment to recognize the cost of “using up” the assets
over long periods of time (25 years for highways and 50 years for bridges.) Depreciation is an allocation of an asset’s cost
over its estimated useful life and is reported in the government-wide financial statements. Note E to the financial statements
provides more information on capital asset activities during the fiscal year ended June 30, 2009.

Long-term debt activity during the fiscal year ended June 30, 2009

The constitution of the Commonwealth of Pennsylvania permits the incurrence of debt, without approval of the electorate,
for capital projects specifically authorized in a capital budget. Capital project debt outstanding cannot exceed one and three
quarters (1.75) times the average of the annual tax revenues deposited in all funds during the previous five fiscal years. The
certified constitutional debt limit at August 31, 2009 was $56.1 billion. Outstanding capital project debt at August 31,
2009 amounted to $7.5 billion, for a remaining legal debt margin of $48.6 billion. In addition to constitutionally authorized
capital project debt, the Commonwealth may incur debt for electorate-approved programs, such as economic revitalization,
land and water development, water facilities restoration, and certain environmental initiatives; and for special purposes
approved by the General Assembly, such as disaster relief.

Total general obligation bond indebtedness outstanding at June 30, 2009 was $9.150 billion. Total debt service fund transfers
paid from General Fund and Motor License Fund appropriations to make principal and interest payments to bondholders
during the fiscal year ended June 30, 2009 amounted to $904.5 million and $37.9 million, respectively. The table that follows
shows total outstanding long-term indebtedness for general obligation bonds at the end of the eight most recent fiscal years
(expressed in billions).

Outstanding

At June 30 Bond Indebtedness
2002 S 6.072
2003 7.031
2004 7.225
2005 7.151
2006 7.658
2007 8.246
2008 8.632
2009 9.150

Note K to the financial statements provides more specific details on long-term debt balances and activity during the fiscal
year ended June 30, 2009.

Debt administration — fiscal year ending June 30, 2010

During the fiscal year ending June 30, 2010, the Office of the Budget currently plans general obligation bond issuances,
excluding refundings, amounting to $1,933 million, an increase of $869 million as compared to actual bond issuances of
$1,064 million, excluding refundings, during the fiscal year ended June 30, 2009. This plan reflects the need to
make continued investments in the Commonwealth’s capital infrastructure, local capital projects and mass transportation.
Additionally, a significant portion of the projected issuances for the 2010 fiscal year is attributable to the construction of
three new prisons, each containing 2,000 plus beds, as well as the ongoing expansion of the Pennsylvania Convention Center
in Philadelphia. Debt principal retirements of $626.1 million are currently planned for the fiscal year ending June 30, 2010.

The Commonwealth continues to evaluate refunding opportunities for its outstanding bonds to reduce interest costs. During
the fiscal year ended June 30, 2009, the Commonwealth closed one refunding issue that refunded $154.4 million of
outstanding bonds and will produce $8.0 million of interest savings over the remaining life of those bonds. On September 1,
2009, the Commonwealth closed a refunding issue that refunded $712.1 million of outstanding bonds and will produce $31.5
million of interest savings. As market conditions provide additional opportunities, the Commonwealth may pursue additional
refundings.
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In addition to general obligation bonds, the Commonwealth may issue tax anticipation notes to meet operating cash needs
during certain months of the fiscal year. Tax anticipation notes may be issued only for the General Fund and the Motor
License Fund. They may not exceed 20 percent of the funds’ estimated revenues for the fiscal year and must mature during
the fiscal year in which they were issued. Cash shortages may occur during the fiscal year because tax receipts, unlike cash
disbursements, are concentrated in the last four months of the fiscal year. The Commonwealth has not issued tax
anticipation notes during the past eleven fiscal years but did issue $800 million of such notes for the General Fund during
December 2009. This amount is in addition to the $650 million the General Fund borrowed from the Motor License Fund for
cash flow purposes in October 2009. The General Fund must repay the Motor License Fund within eight months of the date
of the loan.

There were no changes in credit ratings, and there were no debt limitations, restrictions or commitments during the fiscal
year ended June 30, 2009 that may affect the Commonwealth’s plans during the fiscal year ending June 30, 2010.

American Recovery and Reinvestment Act of 2009 (ARRA)

In February 2009, the Federal American Recovery and Reinvestment Act of 2009 (ARRA) was passed and signed into law.
Among other things, the ARRA increased Federal participation in specific, targeted programs to increase economic growth
and create new jobs. Through June 30, 2009, the ARRA, also known as the ‘Recovery Act’ and ‘Federal Stimulus’, financed
over $1.2 billion of qualifying Commonwealth program costs since the enactment date of February 17, 2009. Of the $1.2
billion in stimulus funding, in the General Fund, $957 million was attributable to higher Federal Medical Assistance
Percentage medical assistance and nearly $6 million funded higher Child Support Enforcement; in the Unemployment
Compensation Fund, $190 million and nearly $42 million, respectively, funded larger and extended unemployment benefit
payments to claimants; in the Motor License Fund, $9 million funded highway and bridge rehabilitation projects; and funded
over $3.8 million in other programs. Also, as of June 30, 2009 nearly $385 million was committed for future expenditure,
primarily for highway and bridge projects ($307.4 million) and job training/youth employment programs ($71.9 million).

General Fund fiscal year 2009-2010 budget

The adopted General Fund budget for the fiscal year ending June 30, 2010 provides appropriations totaling $25.2 billion of
state (excluding Federal) funds with estimated revenues, net of tax refunds, of $27.6 billion. $2.0 billion of the $2.4 billion
difference between estimated revenues and budgeted appropriations will finance the beginning (July 1, 2009) budgetary fund
deficit.

The General Fund's fiscal year 2010 enacted budget decreases state General Fund expenditures by $1.9 billion, or 7.0
percent. When $2.6 billion in Federal American Recovery and Reinvestment Act (ARRA) funds that offset General Fund
expenditures are included, the 2010 enacted budget expenditures are decreased by $524 million or 1.8 percent. Major state
General Fund expenditure decreases include public welfare funding of $698.5 million or 7.4 percent, education funding of
$630.5 million, or 5.4 percent and community and economic development at $302.7 million or 53.3 percent. The decreases
in state expenditures for public welfare and education were primarily due to the availability ARRA stimulus funding.

In public welfare, medical assistance state funding decreased by $640.8 million or 15.7 percent and long term living state
funding, including both institutional and community-based services, decreased by $87.9 million or 10.6 percent. ARRA
Enhanced Medical Assistance funding is estimated to provide an 11 percent increase to the regular Federal medical
assistance percentage. Offsetting these decreases were increases in mental health funding, including institutional and
community-based services, of $20.8 million or 2.9 percent and cash assistance and supplemental security income funding
increases of $27 million or 6.8 percent

In education, the state Basic Education funding appropriation is decreased by $354.8 million or 6.8 percent. An additional
$654.7 million from the ARRA State Fiscal Stabilization Fund is provided for Basic Education funding, resulting in a net
increase of $300 million or 5.7 percent. The Pre-K Counts program to expand early learning opportunities remains funded at
$86.4 million.

The Cover All Kids program, providing the fourth year of expanded access to affordable health care for uninsured children,
funds an enrollment increase of 8 percent at a cost increase of $10.2 million.
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Funding for administration of state government maintains efficient and effective operations while continuing to reduce the
cost of running state government with administrative costs totaling 9 percent less than the fiscal year 2002-2003 costs. Cost
reductions in the General Fund include the elimination of 142 of 657 appropriation line items from the 2008-2009 fiscal
year’s budget and reductions to another 360 appropriation line items.

In addition to several actions taken during the fiscal year ended June 30, 2009 to reduce General Fund expenditures
(including directing agencies to reduce overall expenditures by 4.25 percent, refraining agencies from purchasing non-
essential goods or services, implementing a general hiring freeze, banning the purchase of new and replacement vehicles and
freezing management and non-union salaries), actions taken during the fiscal year ending June 30, 2010 include reducing
agency abilities to expend funds appropriated.

Fiscal Code amendments during fiscal year 2009-2010

Act 50 of 2009, signed October 9, 2009 includes annual amendments to the Fiscal Code that include General Fund budget
implementation language as well as a number of inter fund transfers. Given the delay in enacting the fiscal year 2009-2010
budget, the number of bills that were enacted during budget negotiations was reduced so far during this fiscal year. Most
items of a fiscal or economic nature were included in the Fiscal Code amendments. These amendments include authorization
to issue bonds for funding the Water and Sewer Systems Assistance Act and the PA H20 Act. Both of these programs were
enacted during the fiscal year ended June 30, 2009 but additional language was needed to allow the Commonwealth and the
Commonwealth Financing Authority to issue bonds to fund these programs. Also included in the Fiscal Code amendments
are the school funding formulas for basic education and special education subsidies. The Fiscal Code amendments provided
for certain revenues needed to balance the fiscal year 2009-2010 General Fund budget and a number of fund transfers. Such
transfers include: the balance in the Budget Stabilization Reserve Fund and certain restricted revenues and other balances
such as Health Care Provider Retention Account, which are all financially reported as part of the General Fund. In addition,
from non-General Fund sources, legislation provides for the following amounts:

Amount

Oil and Gas LeaSe FUNG....cooieiiecireeecteeeereee et $ 203,000
Tobacco Settlement FUNG.......ccceevevievecenececece e eeenens 167,673
Medical Care Availability and Reduction of Error Fund.............. 144,000
State STOres FUNG. ..ottt 105,000
Keystone Recreation, Park and Conservation Fund...................... 18,853
PA Higher Education Assistance AZeNncCY......ccevveverererenesessenennas 11,284

L0 ] PO $ 649,810

General Fund fiscal year 2009-2010 revenue collections

For the six months ended December 31, 2009 General Fund revenue collections amounted to $12,406.2 million, which were
$254.2 million, or 2.0 percent, below the Official Revenue Estimate of $12,660.4 million for the six-month period. Fiscal year-
to-date revenue collections were over $1,248.5 million more than prior fiscal year revenues collected during the same period
($11,157.7 million), an increase of 11.2 percent. The Revenue Department’s December 2009 Monthly Revenue Report is
available at http://www.portal.state.pa.us/portal/server.pt/community/monthly revenue reports/14801.

Management’s discussion and analysis is intended to enhance the reader’s understanding of the basic financial statements,
which immediately follow. This supplementary information should be read in conjunction with the government-wide
financial statements, the fund financial statements and the notes to financial statements.
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Commonwealth of Pennsylvania
Statement of Net Assets
June 30, 2009

(Amounts in thousands)

ASSETS
Current assets:
CaSh—NOtE D.....covuniiiiiiiii e
Cash with fiscal agents..
Temporary investments—Note D
Receivables (net):
Taxes—Note G.......cceevvevneenneennnnn.
Unemployment assessments...
Accounts

Due from pension trust funds—Note H..............
Due from primary government—Note H

Due from component units—Note H............ccccceeevnieeinnnn.e.

Due from Federal government
Due from political subdivisions
Due from other governments............ccoeeevuieiiiiiiiiiieeennnnns
INVENTONY ..
Prepaid and deferred expenses..
OFhEr @SSETS. .. ieeiiiieeeeeeie e ettt e et

Total CUrrent aSSetS.......ccevuvuuiiieeieiiiii e

Noncurrent assets:
Long-term investments—Note D............ccoeeevuieeeiieeennnnnen,

Receivables (net):
TaxXeS—NOLE G..ooviiiiiiieie e
Accrued interest.
LOANS—NOLE G...ovviieeieei e
Lease rentals—NOte G.........ccccuuieeiieieiiiieeiie e,

Due from component units—Note H.............ccccceevieeinnnn...

Non-depreciable capital assets—Note E:

CoNStruction iN ProgresSs.......eeveeueeeiueeeeiieeeeiieeeeieeeeannas
Depreciable capital assets—Note E:

Land impProvements...........oeeeuueeieeueeeiiieeeee e e e eeee e
Buildings and building improvements..............cccccccuuu...e.
Machinery and equipment...........ccoeeeevieeiiiieeiiieeeenieee,
Turnpike infrastructure
Highway infrastructure
Bridge infrastructure.............ccooeeiiiiiiiiiieeiee e
Waterway infrastructure....
Infrastructure-other.............

Library books...........ccceeeeenninn.

Other capital aSSetS........eeiviiiiiiiieiiie e ee e

Less: accumulated depreciation.............ccoeeeeveeeennnnnnn..

Net depreciable capital assets
OFhEr @SSETS. . .cceiiiiieeeeeii e e e

Total NON-CUTeNt aSSEtS........vveiiiiiiiiieeeieiiie e

TOTAL ASSETS.. .o

Primary Government

Governmental Business-type Component
Activities Activities Total Units
$ 221,309 $ 66,311 $ 287,620 $ 1,929,062
- 345,793 345,793 -
9,110,845 1,632,711 10,743,556 1,604,685
2,437,740 - 2,437,740 -
- 442,450 442,450 -
738,698 194,717 933,415 138,909
12,638 51,892 64,530 177,353
5,468 54,442 59,910 1,445,718
553 - 553 4,458
14,939 4,550 19,489 -
38,885 13 38,898 384,584
4,741 12 4,753 -
- - - 11,288
8,069 845 8,914 100
2,318,981 97,156 2,416,137 54,430
9,952 13,934 23,886 -
62 70,099 70,161 48
107,306 208,810 316,116 33,998
- 1,866 1,866 14,352
9,038 17,049 26,087 164,938
15,039,224 3,202,650 18,241,874 5,963,923
1,034,556 2,533,645 3,568,201 1,605,529
1,178,023 - 1,178,023 -
- - - 30,362
87,557 261,758 349,315 16,629,011
- - - 1,427
83,708 - 83,708 -
2,269,871 323 2,270,194 288,769
2,834,994 2,141 2,837,135 1,576,950
541,392 - 541,392 259,997
5,932,699 45,021 5,977,720 2,989,043
955,675 120,951 1,076,626 879,318
- - - 5,199,598
20,582,027 - 20,582,027 -
8,315,048 - 8,315,048 -
22,058 - 22,058 -
112,374 - 112,374 -
- - - 84,036
- - - 54,579
(14,823,424) (89,875) (14,913,299) (4,900,562)
21,637,849 76,097 21,713,946 4,566,009
- - - 234,627
29,126,558 2,873,964 32,000,522 24,932,684
$ 44,165,782 $ 6,076,614 $ 50,242,396 $ 30,896,607

- The notes to the financial statements are an integral part of this statement. -
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Commonwealth of Pennsylvania
Statement of Net Assets
June 30, 2009

(Amounts in thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities........................... $ 5,982,352 $ 873,015 6,855,367 $ 443,030
Investment purchases payable................. 29,228 14,234 43,462 -
Tax refunds payable...........ccccceeveeennnnn. 755,881 - 755,881 -
Tuition benefits payable—Note F - 197,969 197,969 -
Securities lending obligations.. 638,259 790,826 1,429,085 77,566
Internal balances—Note H............cc.ccoveeeennnnnnen. (112,317) 111,667 (650) -
Due to pension trust funds—Note H.............cccoeeeiiiiiinnnnns 13,079 265 13,344 -
Due to primary government—Note H...............ccccceevnneeeen. - - - 7,118
Due to component units—Note H 11,005 - 11,005 100
Due to political subdivisions...........c..cccoeeiiiiiiiiiiii. 1,106,278 5,182 1,111,460 -
Due to other governments. ........c.cccceueeeivieeeiiieeeiieeeeieees 32,464 545,453 577,917 2
Interest payable.......................... 153,034 - 153,034 167,562
Unearned revenue.................... 46,668 114,147 160,815 104,438
Notes payable—Note J - - - 726,412
General obligation bonds payable—Note K 626,090 - 626,090 -
Bonds payable—Note K...........oeeiiiiiiiiiieiiieeeeeeeee e, - - - 38,255
Revenue bonds payable—Note K - - - 925,918
Self insurance liabilities—Note M 142,753 5,020 147,773 2,317
Compensated absence liability—Notes F, K....................... 93,560 4,517 98,077 21,927
Insurance loss liability-Note F - 316,308 316,308 -
Other financing obligations—Note J............ccceeeviieeiinnnnen. 1,000 - 1,000 84,247
Pollution remediation obligations—Note K........................ 26,077 - 26,077 -
Other liabilities-Note K............ccoiiiiiiiiiinnnnes 104,543 21,084 125,627 372,875
Total current liabilities 9,649,954 2,999,687 12,649,641 2,971,767
Noncurrent liabilities:
Tuition benefits payable—Note F..........cccoeeeiiiiiiiieeinnnnn. - 1,070,880 1,070,880 -
Due to primary government—Note H - - - 83,708
Unearned FEVENUE. .........coeuiiiiiieeeeeeiiiee e e e e eeeaaanes - - - 4,284
Demand revenue bonds payable—Note J......................... - - - 8,535,124
Insurance loss liability—Note F - 1,319,559 1,319,559 -
Notes payable—Note J................. - - - 2,286,206
General obligation bonds payable—Note K....................... 8,524,272 - 8,524,272 -
Bonds payable—Note K...........cccceveeeennnnnnn. . - - - 701,425
Revenue bonds payable—Note K..........ccccooevieiiiiiieiinnnnnn. - - - 10,018,101
Capital lease/installment purchase obligations—Note K...... 36,730 - 36,730 -
Other financing obligations—Note J............ccceeeeivieiennnnne. 66,500 - 66,500 190,609
Compensated absence liability—Note F, K........................ 664,067 32,210 696,277 112,428
Self insurance liabilities—Note M............ccccceeeeieeene. 617,356 21,639 638,995 24,468
Other postemployment benefit obligations—Note I............ 506,349 16,121 522,470 663,756
Pollution remediation obligations—Note K 248,026 - 248,026 -
Other liabilities—Note K.............oooeeiiiiienn. 612,635 - 612,635 425,749
Total non-current liabilities... . 11,275,935 2,460,409 13,736,344 23,045,858
TOTAL LIABILITIES. ...t 20,925,889 5,460,096 26,385,985 26,017,625
NET ASSETS—Note C
Invested in capital assets, net of related debit................... 22,821,832 78,561 22,900,393 1,980,363
Restricted for:
Smoking cessation and other health-related programs..... 1,291,318 1,059 1,292,377 3,569
TransSpPOrtation.........cooeiueiiiiie e 1,342,189 103,652 1,445,841 -
[OF: 0] 7 |l o] (0] [=Tox £ RSN - - - 2,322,959
DEDL SEIVICE. ... i 16,834 - 16,834 476,192
Unemployment/worker's compensation... 125,515 342,098 467,613 -
Elderly programs 62,183 - 62,183 -
Environmental and conservation programs..................... 529,274 - 529,274 -
Economic development...........cccoieiiiiiiiiiiieiiieeeeeee, 23,576 283,012 306,588 81,976
Gaming licensing/regulation..............cccceevvvieeiiiieeeinnnnnnn. 917,466 - 917,466 -
Correctional industries and procurement..........c............. 37,701 - 37,701 -
EmMergency SUPPOIT........oiuueieeiieieeeee e e e 57,324 134,685 192,009 -
Higher education.............cccooiiiiiiii e, 8,985 - 8,985 432,796
58,842 76,573 135,415 557,944
(4,053,146) (403,122) (4,456,268) (976,817)
TOTAL NET ASSETS...cuiiiiiiieee e $ 23,239,893 $ 616,518 $ 23,856,411 $ 4,878,982
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Commonwealth of Pennsylvania
Statement of Activities
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Net (Expense) Revenue and
Program Revenues Changes in Net Assets
Charges for Operating Capital Primary Government
Sales and Grants and Grants and Governmental Business-Type Component
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total Units
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Primary government:
Governmental activities:

Direction and supportive services... $ 1,492,541 $ 74,320 $ 37,397 $ - $ (1,380,824) $ - $ (1,380,824) $ -
Protection of persons and property. . 5,480,770 1,083,889 774,070 36,452 (3,586,359) - (3,586,359) -
Public edUuCation............ccovieiiiiiiiiiiiieec e 14,045,890 15,756 1,740,921 - (12,289,213) - (12,289,213) -
Health and human ServiCeSs...........ovvvuiieieeiieiiieeieeeenns 26,615,566 1,559,638 14,844,699 - (10,211,229) - (10,211,229) -
Economic development . 1,614,214 15,553 541,441 - (1,057,220) - (1,057,220) -
TranSPOrtatioN..........vvvveeeeieeeeeeeeeeeeeeecciiriere e eeeeeeee e 4,278,022 944,486 2,384,682 10,778 (938,076) - (938,076) -
Recreation and cultural enrichment.............ccccoeeevneennn.. 602,365 312,287 47,006 90 (242,982) - (242,982) -
INLEIeSt......ceeeeeieiicciiieeeeeee e, 382,065 - - - (382,065) - (382,065) -
Total governmental activities 54,511,433 4,005,929 20,370,216 47,320 (30,087,968) - (30,087,968) -
Business-type activities:
StAte [OtEIY..eeeiieieeee e et e e 3,173,322 3,088,231 92,890 - - 7,799 7,799 -
State WOrkers' iNSUraNCe............ceeeeuueeeeiieeeeeiiieeeeeiinnnns 388,424 291,677 (3,686) - - (100,433) (100,433) -
TUItION PAYMENT.....iieiieieeeeee e 100,028 153,892 (204,255) - - (150,391) (150,391) -
Unemployment compensation.. . 6,250,213 2,423,125 1,884,732 - - (1,942,356) (1,942,356) -
LIQUOT CONEIOL...vevieieieeeeeee e e e e e e 1,437,168 1,507,512 (2,598) - - 67,746 67,746 -
Economic development and other...............uuuviiiiieieeennes 14,171 19,067 (6,259) - - (1,363) (1,363) -
Total business-type activities..............cccoeevveevnnnnen. 11,363,326 7,483,504 1,760,824 - - (2,118,998) (2,118,998) -
Total primary government..........ccccuuvvvrereeeeeereeeeeeeeensennnens $ 65,874,759 $ 11,489,433 $ 22,131,040 $ 47,320 (30,087,968) (2,118,998) (32,206,966) -
Component units:

Total COMPONENt UNIS......cceeeiiiiiiiiiiiiiiieeee e e e e e e e $ 5,771,097 $ 2,703,958 $ 2,002,651 $ 171,681 - - - (892,807)

General revenues:

Taxes:

Personal iINCOME.........oeevuieireeiieeeieeeee e eaans 9,553,538 - 9,553,538 -
SAlES AN USE.....cveeiieiieiii e e 8,417,292 - 8,417,292 -
COrPOTAtiON. ...vvvviiee ettt 4,209,705 - 4,209,705 -
Liguid fuels and motor carriers..............cceevvvennn. 1,975,678 - 1,975,678 57,379
GAMING.ceeteieeeeee e et e e e e e e e e e e e 999,247 - 999,247 -
INNEIITANCE. ...t 733,405 - 733,405 -
(0110 =Y 4 (=T UURUPRRT, 1,000,987 - 1,000,987 -
ReaAl BStAte....ceuniiieiieei e 348,003 - 348,003 -
(01 =T P PPRUPTR 492,420 - 492,420 -
TOtAl TAXES. . eveieeeie et 27,730,275 - 27,730,275 57,379
INvestment iNCOME..........covvviiiiiiiiiiir e (137,831) - (137,831) -
Total general reVeNUES..........cceeveevvviiiiiiiiaieeeanes 27,592,444 - 27,592,444 57,379
Transfers—NOte H.........vivniiiiiiiieiieeiee e, 430,398 (430,398) - -
Net general revenues and transfers................ 28,022,842 (430,398) 27,592,444 57,379
Change in net assets............c.evvvvvuiiieanenns (2,065,126) (2,549,396) (4,614,522) (835,428)
Net assets, July 1, 2008 (restated)—Note B....... 25,305,019 3,165,914 28,470,933 5,714,410
Net assets, June 30, 2009—Note C..........ceeeeeeeee $ 23,239,893 $ 616,518  $ 23,856,411 $ 4,878,982

- The notes to the financial statements are an integral part of this statement. -
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Commonwealth of Pennsylvania
Balance Sheet

Governmental Funds

June 30, 2009

(Amounts in thousands)

ASSETS
Assets:
CasSh—NOtE D.....covviiiiiiieieeie e
Temporary investments—Note D.. .
Long-term investments—Note D..........cccevvveveeiinnnnnnn.
Receivables, net:
TaxXeS—NOtE G...ouvviiiieiier e
ACCOUNTS. ...ttt e e e e ees
Accrued interest...

Due from pension trust funds—Note H.......................
Due from component units—Note H......

Due from Federal government.....
Due from political subdivisions.....

Due from other governments..............ccceeevvviiieeereennnn.

Advances to other funds—Note H.................cccvve.
Other @SSEtS....uiiiiiiieiiiiee e e

TOTAL ASSETS....oiiiiiiiiii e

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable and accrued liabilities.....................
Investment purchases payable................
Tax refunds payable..............
Securities lending obligations.
Due to other funds—Note H..........coouiiiiiiiiiiiiiiinees
Due to component units—Note H............ccceeiiiiiiinnnnnn.
Due to pension trust funds...........cooeeeivveiiiiiviineeennnnns
Due to political subdiviSions.............cccoeeivuiiiieeeiiennnnnn.
Due to other governments.............ceeeeeveerrienneeeneennnn.
Unearned FeVENUE. .........coeeiiiiiiiiaeeeeeeiiie e e
Advances from other funds—Note H..
Other liabilities............ccciiieiiiennnnnn.

TOTAL LIABILITIES. ...

Fund balances:
Reserved for:
ENCUMDBIaNCES. ......ueieiiiiiiiie e
Advances—Note C....
Loans receivable.................ccce..
Budget Stabilization Reserve Fund.
Other—NOte C....oeeeiiieiiie e
Unreserved:
Designated for, reported in:
HIghWaAYS. ..o
Special Revenue funds.
Debt Service funds.......
Capital Projects funds............ccovveeeeeiiiinineeeeennnnn.
Undesignated (deficit)-reported in:
General FUNd.........cooovviiiiiiiiii e
Special Revenue FUNds...........cccoeeeeeeiiiiinineeeeennnnn.
Capital Projects FUNS.........cccuuuiieieiiiiiiiiieeeeeeene
TOTAL FUND BALANCES.........ccoeeevnnneen
TOTAL LIABILITIES AND FUND BALANCES

Motor Tobacco
General License Settlement Nonmajor

Fund Fund Fund Funds Total
$ 179,986 $ 948 $ 259 $ 28,002 $ 209,195
3,221,445 1,990,776 655,120 3,202,041 9,069,382
- - 601,677 432,879 1,034,556
3,424,298 168,965 - 22,500 3,615,763
90,426 22,365 251,413 32,084 396,288
2,147 139 4,105 6,239 12,630
9,924 - - 83,100 93,024
- - - 553 553
- - 7,419 7,520 14,939
- 15,744 - 23,141 38,885
65,286 22,196 27,019 94,756 209,257
1,329 150 - - 1,479
1,559 - - 1,803 3,362
2,170,686 180,062 63,929 26,318 2,440,995
8,023 782 - 1,146 9,951
3 - - - 3
139,108 - - 3,000 142,108
3,000 - - - 3,000
$ 9,317,220 $ 2,402,127 $ 1,610,941 $ 3,965,082 $ 17,295,370
$ 4,748,758 $ 522,845 $ 151,756 $ 493,353 $ 5,916,712
- - 26,197 3,031 29,228
753,862 2,019 - - 755,881
20,100 257,738 106,271 249,715 633,824
147,695 24,824 41,802 20,911 235,232
3,081 7,631 - 293 11,005
10,565 2,245 - 240 13,050
924,060 49,676 6,136 126,406 1,106,278
14,134 17,778 1 495 32,408
2,108,937 4,064 251,413 23,131 2,387,545
67,500 3,575 - 10,333 81,408
3,350 - - - 3,350
8,802,042 892,395 583,576 927,908 11,205,921
785,864 652,352 149 1,432,894 2,871,259
139,108 - - 3,000 142,108
9,924 - - 83,100 93,024
745,949 - - - 745,949
1,375,432 10,225 664,156 242,332 2,292,145
- 700,018 - - 700,018
- - - 8,666 8,666
- - - 16,834 16,834
- - - 33,527 33,527
(2,541,099) - - - (2,541,099)
- 147,137 363,060 1,938,186 2,448,383
- - - (721,365) (721,365)
515,178 1,509,732 1,027,365 3,037,174 6,089,449
$ 9,317,220 $ 2,402,127 $ 1,610,941 $ 3,965,082 $ 17,295,370

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

Reconciliation of the Balance Sheet

Governmental Funds to the Statement of Net Assets
June 30, 2009

(Amounts in thousands)

The governmental funds balance sheet reports total fund balance for all governmental funds.

In the governmental activities

column in the Statement of Net Assets, amounts are reported for all governmental funds and are adjusted to account for specific
items that are treated differently on the Statement of Net Assets than on the governmental funds balance sheet. Under the
modified accrual basis of accounting, numerous governmental assets are not reported because they may not be "available," (that
is, they are not current financial resources) and, similarly, numerous governmental liabilities are not reported because they are not
due and payable until after fiscal year end. The following reconciliation begins with total governmental funds fund balance and
ends with total net assets for governmental activities. It includes all of the adjustments made to “"convert" governmental fund
information in the fund financial statements to governmental activities information in the Statement of Net Assets.

Total Fund Balances--Governmental FUNGS. ...t e e et e e e e e e et e s e e eaaeennns $ 6,089,449

General capital assets used in governmental activities are not financial
resources and are therefore not reported in the governmental

funds balance sheet. (Refer to Note E.)

These assets consist of:

Land iMpProvVeMENTS. .......ceuiiiiei e e e e
Buildings and building improvements............cccceveeveeneiineennnnen.
Machinery and equipment...........c.ooviiiiii i
INFrastrUCTUNE. .. .ceiee e e
CoNSLrUCLION IN PrOgIESS. .. iuneeeieeieeeeee e e e e e e e eanas
Accumulated depreciation...........ccceviuiveiniiie e

2,269,865
541,210
5,926,593
859,169
29,031,507
2,834,994
(14,758,328)

Net general CapItal ASSETS. ... ..u.iiuu i e e e e e e e e e e e e eas 26,705,010

Certain revenues are earned but not available at fiscal year-end and therefore

are reported as unearned revenues in the governmental funds balance sheet ............cccooiiiiiiiiiiiiiii e 2,340,877

Certain receivables are not reported as governmental fund assets because they
are not collected during the availability period under the modified accrual

[T TR o1 =Yoo o 10 1)1 1o TR P 314,187

Internal service funds are proprietary in nature and charge the costs of certain goods

and services to governmental funds. Therefore, the assets and liabilities of the

internal service funds are included in the Statement of Net Assets as governmental activities ..................c....en. 75,167
The Statement of Net Assets includes inventories that are not reported in the
governmental funds balance sheet because they are not current financial reSources...........cooooeiiiiiiiiiiiineennnnen. 95,285
Certain general long-term liabilities are not due and payable at fiscal year-end and
therefore are not reported in the governmental funds balance sheet. (Refer to Note K.)
These liabilities are:
Bonds payable...........ooouiiiiiii $ (9,150,362)
Accrued bond interest payable........ ..o (153,034)
Capital lease and installment purchase obligations.................... (36,492)
Compensated absence liability.............cccooiiiiiiiiiiie. (755,481)
Self-insurance liabilities.............ooviiiiiii e, (758,182)
Other liabilities. .. ..c.ueee e (1,526,531)
(12,380,082)
Total Net Assets--Governmental ACTIVITIES. ........coouiiiiiii e $ 23,239,893

Commonwealth of Pennsylvania
WWW.pa.gov

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

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

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Motor Tobacco
General License Settlement Nonmajor
Fund Fund Fund Funds Total
REVENUES:
Taxes, Net Of refUNdS.........coouuniiiee e $ 24,117,729 $ 1,975,678 $ - $ 1,679,703 $ 27,773,110
Licenses and fees..........ccoviviiiiiiiiiiiiiiii 385,330 874,711 - 414,763 1,674,804
Intergovernmental...........oooiiiiiiii 17,897,156 2,062,260 159,331 501,101 20,619,848
Charges for sales and ServiCes...........oevveeverirniiineeieeiiiiiieeeeens 1,191,920 113,847 - 291,984 1,597,751
Investment income.............. (135,806) (41,324) (109,527) (19,867) (306,524)
Lease rental principal and interest. - - - 99 99
Interest on notes and loans.. 1,450 - - 1,614 3,064
Other........ccoeeiiis . 155,819 2,898 521,421 32,124 712,262
TOTAL REVENUES ......iiiiiiiiiiieiiee et 43,613,598 4,988,070 571,225 2,901,521 52,074,414
EXPENDITURES:
Current:
Direction and SUPPOrtiVe SEIVICES. .........uuuirerereririiieeeeeereninnnn 781,581 71,167 - 522,651 1,375,399
Protection of persons and property... 3,897,371 638,844 165,126 468,036 5,169,377
Health and human services........... 25,687,548 - 510,625 351,617 26,549,790
Public education...................eevene. 13,340,204 806 - 678,460 14,019,470
Recreation and cultural enrichment.. 341,283 1,390 - 227,504 570,177
Economic development.. 1,115,359 - 9,349 480,805 1,605,513
TranSPOrtation. ............eeeeeuemimimiiii e 48,969 2,105,489 - 1,167,189 3,321,647
Capital OULIAY......ccoee e 34,551 2,217,691 - 560,546 2,812,788
Debt service:
Principal retirement...........cccooo - - - 598,850 598,850
Interest and fiscal charges...........cooevveeiiiiiieiieiiicie e, 144 - - 402,509 402,653
TOTAL EXPENDITURES ......oiiiiiiiiiiiieiieeee e 45,247,010 5,035,387 685,100 5,458,167 56,425,664
DEFICIENCY OF REVENUES
UNDER EXPENDITURES ......oiiiiiieiiieeee e (1,633,412) (47,317) (113,875) (2,556,646) (4,351,250)
OTHER FINANCING SOURCES (USES):
BONAS ISSUEM.........eeviiiiieiiiieeieieiee e - - - 1,064,103 1,064,103
Refunding bonds issued..................oeveuenee - - - 155,642 155,642
Premium on bonds/refunding bonds issued... - - - 88,921 88,921
Transfers in—Note H..................c. 189,329 - 12,000 1,492,014 1,693,343
Transfers out—Note H..............coevvvennnene (1,018,478) (39,530) (28,492) (171,445) (1,257,945)
Payment to refunded bond escrow agent... - - - (166,978) (166,978)
Capital lease and installment purchase obligations................. 3,638 - - - 3,638
NET OTHER FINANCING
SOURCES (USES) ...uiiiiieiiiee et (825,511) (39,530) (16,492) 2,462,257 1,580,724
NET CHANGE IN FUND BALANCES........cccoveviiiieeeiiee. (2,458,923) (86,847) (130,367) (94,389) (2,770,526)
FUND BALANCES, JULY 1, 2008 (RESTATED)—NOTE B... 2,974,101 1,596,579 1,157,732 3,131,563 8,859,975
FUND BALANCES, JUNE 30, 2009........cceeuuaeerineaeiieennnn $ 515,178  $ 1,509,732 $ 1,027,365 _$ 3,037,174 % 6,089,449
- The notes to the financial statements are an integral part of this statement. -
Commonwealth of Pennsylvania 44 Governor's Office of the Budget
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Commonwealth of Pennsylvania

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund
Balances-Governmental Funds to the Statements of Activities

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

The governmental funds Statement of Revenues, Expenditures and Changes in Fund Balances reports events and activities that affect, on a
current financial resources basis, fund balance changes during the fiscal year. The governmental activities column on the government-wide
Statement of Activities conveys information on an economic basis. In effect, the government-wide statement demonstrates all expenses and
revenues related to the operation of the government for the fiscal year ended June 30, 2009. Expenses such as depreciation and certain claims
and judgments and revenues that may not be collected for several months after fiscal-year end are included in the government-wide statement
but are not included in the governmental funds statement. This reconciliation reports all economic events during the fiscal year that appear on
the government-wide Statement of Activities but are not included in the governmental funds statement.

Net change in total fund balances of governmental fUNAS.............oiiii e $ (2,770,526)
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported as expenditures in governmental funds; however, in the
government-wide statements capital outlays are reported as increases in capital assets
(not expenses) and the cost of general capital assets is allocated over their estimated
useful lives and reported as depreciation expense. All depreciation is reported

as part of functional program expenses. (Refer to Note E) The current amounts were:

Capital asset aCqUISITIONS ........cuuuuireeiieiiiiiee e e e e e e e $ 2,764,195
DEPreCiation EXPENSE. . .c.u. i aeiia e et e e et e e et e e e e e e eaa e e e aaaaeen e (1,129,168)
Capital lease, installment purchase and related payments..................... 4,792
Net excess of capital asset additions/installment purchase
payments over depreCiation EXPENSE. ... .. ... i eeeeteeriu e eeeeteetti e e eeeeeaane e e eeeeeatannreeeeeeestnnaeeeeeeenennnenn 1,639,819

Bond proceeds provide current financial resources to governmental funds; however, issuing
bonds increases general long-term liabilities in the statement of net assets. During the
current fiscal year, proceeds were received from:

General obligation bonds, including a premium of $77,585.... . $(1,141,688)
Refunding bonds, including a premium of $11,336................ (166,978)
o)=L o o] oo I o] do o= To PR UUPPTN (1,308,666)

Repayment of general long-term liabilities is reported as an expenditure in governmental funds, but the
repayment reduces general long-term liabilities in the statement of net assets.
During the current fiscal year, these amounts consisted of:

Bond principal retirement.............oii i $ 598,850
Payments to refunded bond escrow agent............cccoooeiiiiiiiiiiiiiiineeennn. 166,978
Total Iong-term debt FEPAYMENT. ... ..ttt e e et e e e e e e eeat e e e e e eeeannn e e eeeeeeneen 765,828

Internal service funds charge the costs of certain goods and services to
individual funds. The net loss of the internal service funds is reported
as part of gOVErNMENTtal ACTIVITIES EXPEINSES. .....uuuu e eeeiiitiiie e ettt e e e et ettt e e e et eeetta e e e e e e eetaeaeeeeeeetannreeeeeeereesnnaaaeeeeeeren (13,360)

Certain tax and other revenues due by fiscal year end will not be collected for several months
or years after fiscal year end; they are not considered available revenues
in the governmental funds, but they are reported as revenues in the statement of activities..............coeevviiiiieeiiiciiiiiiineeeees 224,745

Certain expense adjustments are reported in the statement of activities because they are due
and payable and are funded with future economic resources rather than current available

L0 = Vol F= U =TT T oY (602,966)
Net change in governmental net assets in the statement of activities..............cooiiiiiiiii i, $  (2,065,126)

- The notes to the financial statements are an integral part of this statement. -
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Commonwealth of Pennsylvania
Statement of Net Assets
Proprietary Funds

June 30, 2009

(Amounts in thousands)

Enterprise Funds

State
Workers'
Unemployment Insurance State Tuition Internal
Compensation Fund Lottery Payment Nonmajor Service
Fund (Dec. 31, 2008) Fund Fund Funds Total Funds
ASSETS
Current assets:
Cash-NOtE D.....uuuiiiiiiiiiiiiie e $ 19,488 $ 4,712 $ 21,706 $ 2,283 % 18,122  $ 66,311 $ 12,114
Cash with fiscal agents...........cccovvieeeiiiiiiiiiiieceeeeeee 345,793 - - - - 345,793 -
Temporary investments—Note D............ccoevevviiiieeneene. 4,265 575,922 251,806 344,278 456,440 1,632,711 41,463
Receivables (net):
Unemployment assessSmeNts.........ccceuueeeevueeeiiieaennnnns 442,450 - - - - 442,450 -
ACCOUNTS vt e ee et e et e e e e e e e eeees 105,504 74,163 12,888 - 2,162 194,717 381
Accrued interest.........c.ueevveeieeeiiiinieeeneennns 36,512 11,497 78 3,643 162 51,892 8
Loans—Note G.......ceevviiiiiiiieiiiiieciieeee - - - - 54,442 54,442 -
Investment sale proceeds - - - 4,550 - 4,550 -
(0] 13T N - - 13 - - 13 -
Due from other funds—Note H..........ccoooviiiiiiiiiiiennnnnnn. 5,676 - - - 2,860 8,536 25,004
Due from pension trust funds-Note H.................ccoce. 12 - - - - 12 3,262
Due from component units—Note H.............ccoceevvneeenn. 845 - - - - 845 252
Due from Federal government..........cccccoeeveeeiiviieeennnnns 92,666 - 4,380 - 110 97,156 3
Due from political subdivisions............ccccceevviiiiiiiieeennnnns 13,934 - - - - 13,934 -
Due from other governments .........cccccoevieiiiiiiiiiinneee, 70,099 - - - - 70,099 59
Advances to other funds-Note H..........cccccoovviiiiiiiiiinnnnns - - - - 1,400 1,400 -
INVENTOIY ..o - - - - 208,810 208,810 12,021
Prepaid expenses.................. - - - - 1,866 1,866 -
Other assets................. - 2,437 14,612 - - 17,049 28
Total current assets 1,137,244 668,731 305,483 354,754 746,374 3,212,586 94,595
Noncurrent assets:
Long-term investments-Note D..........cccceeeviiieiiiiieeennnnns - 1,623,788 5,111 904,746 - 2,533,645 -
Receivables (net):
LOAaNS—NOLE G...oouuiiiiiieii e - - - - 261,758 261,758 -
Non-depreciable capital assets—Note E:
(2= o Lo - - - - 323 323 6
CoNnstruction iN Progress.......oeevueeeeeueeeeiiieeeeieeeeaiees - - - - 2,141 2,141 -
Depreciable capital assets—Note E:
Land improvemeNnts. ........cocuueiiiiieeecie e - - - - - - 182
Buildings and building improvements.. - - - - 45,021 45,021 6,106
Machinery and equipment............ccoeeeeeiiieeeiiiieeenieee, - 1,512 49,040 - 70,399 120,951 96,506
Less: accumulated depreciation .............ccceeeeeuneeenn. - (1,086) (36,776) - (52,013) (89,875) (65,096)
Net depreciable capital assets..........cccceeevvveiiiiiiieriinneee, - 426 12,264 - 63,407 76,097 37,698
Total NONCUITENt @SSEtS .....cevvvriveeeiiiiiiiiiie e - 1,624,214 17,375 904,746 327,629 2,873,964 37,704
TOTAL ASSETS..ceiiiiiiie e $ 1,137,244 $ 2,292,945 $ 322,858 $ 1,259,500 $ 1,074,003 $ 6,086,550 $ 132,299
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Commonwealth of Pennsylvania
Statement of Net Assets
Proprietary Funds

June 30, 2009

(Amounts in thousands)

Enterprise Funds

State
Workers'
Unemployment Insurance State Tuition Internal
Compensation Fund Lottery Payment Nonmajor Service
Fund (Dec. 31, 2008) Fund Fund Funds Total Funds
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities... $ 251,651 $ 6,255 $ 434,903 $ 2,442 $ 177,764 $ 873,015 $ 32,179
Investment purchases payable...............coceeiein - - - 14,234 - 14,234 -
Tuition benefits payable—Note F........ - - - 197,969 - 197,969 -
Securities lending obligations............. 568 532,344 6,958 198,204 52,752 790,826 4,435
Due to other funds—Note H...........ccoooviiiiiiiiiiiieeians 61 - 229 7 6,519 6,816 612
Due to pension trust funds—Note H..............ccceeieein - - 26 - 239 265 29
Due to political subdivisions.............ccccoiviiiiiiiiiiiiiies - - 5,165 - 17 5,182 -
Due to other governments..........cooeeuiveeeineeeiineeeineeees 542,866 - 2,033 - 554 545,453 56
UNEArNEd rEBVENUE.......cuieieiiiteeeeeeeee e e e e aeeaeenas - 100,118 11,423 - 2,606 114,147 -
Self insurance liabilities—Note M..........ccccoeeviiiiiiiiiinennns - 333 349 - 4,338 5,020 363
Compensated absences—Note F........cccooeiiiiiiiiiiiiinnne. - 412 389 - 3,716 4,517 257
Insurance loss liability—Note F...........cccoooiiiiiiiiiiineens - 316,308 - - - 316,308 -
Advances from other funds—Note H............ccccoveveinnnnn. - 1,787 - - 113,000 114,787 14,300
Other liabilitieS......covvieiie e, - 21,084 - - - 21,084 -
Total current liabilitieS........c.coeeeiiiiiiii 795,146 978,641 461,475 412,856 361,505 3,009,623 52,231
Noncurrent liabilities:
Tuition benefits payable—Note F - - - 1,070,880 - 1,070,880 -
Insurance loss liability—Note F............cccoeeeeiee. - 1,318,929 - - 630 1,319,559 -
Installment purchase obligation-Note K - - - - - - 238
Compensated absences—Note F........c.oooiiiiiiiiiiiinnnne. - 2,013 2,856 128 27,213 32,210 1,889
Self insurance liabilities—Note M.........cccoeevviiiiiiiiiinennn. - 1,435 1,503 - 18,701 21,639 1,564
Other postemployment benefit obligations—Note I........ - 1,295 1,561 - 13,265 16,121 1,210
Total noncurrent liabilitieS.........cccoeevviiiiiiiiiiieeeens - 1,323,672 5,920 1,071,008 59,809 2,460,409 4,901
TOTAL LIABILITIES.....coiie e 795,146 2,302,313 467,395 1,483,864 421,314 5,470,032 57,132
NET ASSETS
Invested in capital assets, net of related debt................ - 426 12,264 - 65,871 78,561 37,466
Restricted for:
Smoking cessation and other health-related programs. - - - - 1,059 1,059 -
TranSPOrtatioN..........ovveuu i eeaas - - - - 103,652 103,652 -
Unemployment/workers' compensation 342,098 - - - - 342,098 -
Economic development.............couoviiiiiiiiiiiiniiiieeeaans - - - - 283,012 283,012 -
Correctional industries and procurement..................... - - - - - - 37,701
EMergency SUPPOIT........couuvieiiiieecieee e e e eeans - - - - 134,685 134,685 -
Other purposes—NOte C........oeievuiiiiiiieiiiiieeeiieaeeanns - - - - 76,573 76,573 -
DefiCit. e - (9,794) (156,801) (224,364) (12,163) (403,122) -
TOTAL NET ASSETS....iiiiiiieeee e e $ 342,098 $ (9,368) $ (144,537) $ (224,364) $ 652,689 $ 616,518 $ 75,167

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

Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds
F

or the Fiscal Year Ended June 30 2009

(Amounts in thousands)

OPERATING REVENUES:

OPERATING REVENUES BEFORE PROVISION
FOR UNCOLLECTIBLE ACCOUNTS..........eeeeeenns

Provision for uncollectible accounts.............c.ccceevvennnn..
NET OPERATING REVENUES............cceiiiiennn,
OPERATING EXPENSES:

TOTAL OPERATING EXPENSES .........coooviiiiinnnnns
OPERATING INCOME (LOSS).......cccvvvvviiiiiiinnnnns

NONOPERATING REVENUES (EXPENSES):
INVeStMENt iINCOME.........cviiiiiieiiiie e
Investment expense....
Grants and other revenues.
Other eXPENSES. .....cuvuuiiie ettt

NONOPERATING REVENUES (EXPENSES), NET.
INCOME (LOSS) BEFORE TRANSFERS.............

TRANSFERS:

Transfers iN—NOte H......coveviviiiiiiiiie e

Transfers out—Note H...
TRANSFERS, NET...iuiiiiiiiiiiiiieeeeeeeie e e e eeeeine s

DECREASE IN NET ASSETS.......coiiiiiiiiiiiiceees
TOTAL NET ASSETS, JULY 1, 2008...........cceuunnnnnns
TOTAL NET ASSETS, JUNE 30, 2009.....................

Enterprise Funds

State
Workers'
Unemployment Insurance State Tuition Internal
Compensation Fund Lottery Payment Nonmajor Service
Fund (Dec. 31, 2008) Fund Fund Funds Total Funds

2,422,160 $ 291,677 $ 3,087,962 $ 153,892 $ 1,515,739 $ 7,471,430 $ 92,761

- - - - 7,812 7,812 -

587 - 268 - 1,066 1,921 78
2,422,747 291,677 3,088,230 153,892 1,524,617 7,481,163 92,839

- (15,227) - - (4,610) (19,837) -

2,422,747 276,450 3,088,230 153,892 1,520,007 7,461,326 92,839
6,250,213 368,847 3,054,581 96,528 1,425,773 11,195,942 84,947

- 301 10,017 - 8,313 18,631 10,680

- - 108,724 - - 108,724 -

6,250,213 369,148 3,173,322 96,528 1,434,086 11,323,297 95,627
(3,827,466) (92,698) (85,092) 57,364 85,921 (3,861,971) (2,788)
41,837 (3,686) (17,677) (204,255) (8,857) (192,638) (2,024)

- (4,049) - (3,500) - (7,549) -

1,843,273 - 110,568 - 1,962 1,955,803 1

- - - - (12,643) (12,643) (3,549)

1,885,110 (7,735) 92,891 (207,755) (19,538) 1,742,973 (5,572)
(1,942,356) (100,433) 7,799 (150,391) 66,383 (2,118,998) (8,360)

- - 48,500 - 62 48,562 -

(3,300) - (336,660) - (139,000) (478,960) (5,000)
(3,300) - (288,160) - (138,938) (430,398) (5,000)
(1,945,656) (100,433) (280,361) (150,391) (72,555) (2,549,396) (13,360)
2,287,754 91,065 135,824 (73,973) 725,244 3,165,914 88,527
342,098 $ (9,368) $ (144,537) $ (224,364) $ 652,689 $ 616,518 $ 75,167

- The notes to the financial statements are an integral part of this statement. -
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Statement of Cash Flows

Proprietary Funds

For the Fiscal Year Ended June 30, 2009
(Amounts in thousands)

Enterprise Funds
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State
Workers'
Unemployment Insurance State Tuition Internal
Compensation Fund Lottery Payment Nonmajor Service
Fund (Dec. 31, 2008) Fund Fund Funds Total Funds
CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from employers $ 2,439,238 $ 276,577  $ - $ -8 - $ 2,715815 % -
Receipts from customers... - - 3,102,129 153,892 1,507,101 4,763,122 91,535
Receipts from borrowers - - - - 66,150 66,150 -
LR =TT=TT o 0] 0T €T3 T - - - - 5,849 5,849 -
Payments to programs for the elderly..............uuieieiiiiiiiiiiiiiiiiiiieiiieeeeeeee e - - (907,962) - - (907,962) -
PaymMENTS 10 PriZE WINNETS....cce i s - - (1,730,476) - - (1,730,476) -
Payments t0 PartiCiPantS..........ooeeeieiee e - - - (144,108) - (144,108) -
LY =T ) 3R (o T o - 14 T g £ (5,607,470) (310,849) - - (704) (5,919,023) -
PayMENTS 10 DOITOWETS. ... es - - - - (72,559) (72,559) -
Payments for vendors, employees and other COSES...........uuuuuuiririieiiieiiiiiiieiieieeeeeeeeeeeeneees - (91,348) (388,181) (4,975) (1,364,660) (1,849,164) (88,058)
[0y T (= Tot =T o PP OTPET SRR 1,754,405 - 672 15,766 2,484 1,773,327 54
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES......cooooviiiiiiiieeeeeenn. (1,413,827) (125,620) 76,182 20,575 143,661 (1,299,029) 3,531
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Net borrowings (payments) under advances from other funds............ccccoeeiiiiiiiiiiiiiiiinnnne - (31) - - 25,000 24,969 -
L= 10 551 (=T £ PN - - 48,500 - 62 48,562 -
TrANSTEIS OUL....uviiiiiiiiiiii e e e s s e e e e bbb e e s (3,300) - (336,660) - (139,000) (478,960) (5,000)
NET CASH USED FOR NON-CAPITAL FINANCING ACTIVITIES........ccovviiiiiiiiiiiiiieeees (3,300) (31) (288,160) - (113,938) (405,429) (5,000)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital @SSets..........ccoiiiiiiiiii i - - (4,869) - (24,704) (29,573) (8,479)
DI oJo XL o] g lo) Mo To] ) c= 1B EXY ] £ N - - - - 155 155 -
Capital 18aSe PAYMENTS .....ciiiiiiiiiiiii ittt e ee sttt enneeenennnnneees - - (5,939) - - (5,939) -
NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES. - - (10,808) - (24,549) (35,357) (8,479)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase Of INVESTMENTS..........uiiiiiiiiiiiiii e e e e (6,260) (1,224,476) (1,233,307) (1,681,076) (1,141,725) (5,286,844) (334,974)
Sales and maturities of investments. 10,454 1,215,442 1,637,684 1,677,554 1,192,129 5,733,263 365,853
INVESTMENT INCOME. .....eiiiiiiiiiii ettt e e e e et e e e e e e e e e e e anneeeeeeas 41,719 71,085 (27,582) 27,222 1,033 113,477 (2,492)
NS (=T A=) o 1= T PR - (4,049) - (3,500) - (7,549) -
Change in securities lending obligations. ... (1,220) 67,778 (133,774) (39,612) (58,074) (164,902) (11,234)
NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES.......cccovviiiiiiiiiiiiins 44,693 125,780 243,021 (19,412) (6,637) 387,445 17,153
NET INCREASE (DECREASE) IN CASH.....uiiiiiiiiiiie ettt (1,372,434) 129 20,235 1,163 (1,463) (1,352,370) 7,205
CASH AT JULY 1, 2008.... .. ettt et e ettt e e e e et e e e e et e e e e e e eabaneeenen 1,737,715 4,583 1,471 1,120 19,585 1,764,474 4,909
CASH AT JUNE 30, 2009.......uuiiiiiiiiiiie ettt ettt e et e e e et et e eeeeaaaaans $ 365,281 % 4712 $ 21,706 $ 2,283 $ 18,122 $ 412,104 $ 12,114
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Commonwealth of Pennsylvania
Statement of Cash Flows

Proprietary Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES
(@] oY LT aTo AT (oo a g T (o 1T T

Depreciation and amOITiZatiON. ..... ... .. e e e e e e e e e e e e e e e aaaaaaans
Provision for uncollectible aCCOUNTS. ..........ccoiiiiiiiiiie i
NON-0Operating reVENUES (EXPENSES).....eeeurteeeeeeeeeeeeeeeeeeeeeeeenenssnnnssnsesssssssnsnnsnnnnnnssnnnnnnnnnns

Changes in assets and liabilities:
ACCOUNES FECEIVADIE. .....eeiiiiiiiiiii e ee e
Unemployment compensation assessments receivable.................ueeeeveeeeeeeieeeieeieeieeeieeeenees
L1 0YZ=] 01 (o] Y28 PSP UUPPPRTPPINN
Due from Other fUNGS.......cciiiiiiiiiii e
Due from COMPONENT UNITS.....ceiiiiiieiieeieee ettt ettt e et e e eeeeeeeeeeeeeeeees
Due from Other QOVEIMMENTS. ... .uuuiuiiiiiiii e e e e e e e e e e e e e e e e e e e e e e e e e e eeaeens
Due from political SUDAIVISIONS...........eiiiiiiiiiiiiiiiiiiiiiieiiiieeeeieeebee e eennes
OtNEr CUMTENT @SSEES. ... .uuiiiiiiii ittt ettt e e e e e e e e e et e e e e e et b e e e e e e e nannnes
Accounts payable and accrued labilities. .............uuuuuuummiiii s
TUItioN DENETItS PAYADIE. ........eeiiiiiiiiiiiiiteieie ettt
DUE 0 OtNEI TUNOS. ...
Due t0 POlitiCal SUDAIVISIONS. ... ..uuuuieeieiitiiiiiiiieitiei s
Due t0 Other QOVEIMMENTS. .....ccoiiiiiiiiiie ettt e e e e e e e e e
UNEAINEA FEBVEINUE.........etiiiiee ettt e e ettt e e e ettt e e e e et e e e e e e e aaan e e e e e e eaian e e e e e e eennnnees
Insurance 10Ss liability..........oooii i
Other lIabilities. .........eeeieie e e e e e

Total Adjustments.

NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES............coooeeeiiiinnn.

Decrease in fair value of investments during the fiscal year....

There were no other material investing, capital or financing activities that did not result in cash receipts or cash payments during the fiscal year.

Enterprise Funds

State
Workers'
Unemployment Insurance State Tuition Internal

Compensation Fund Lottery Payment Nonmajor Service

Fund (Dec. 31, 2008) Fund Fund Funds Total Funds
$ (3,827,466) $ (92,698) $ (85,092) $ 57,364 $ 85921 $(3,861,971) $ (2,788)
- 301 10,017 - 8,313 18,631 10,680
- 15,227 - - 4,610 19,837 -
1,843,273 - 110,568 - 1,807 1,955,648 1
(15,243) 5,360 13,223 7,256 (9,232) 1,364 2,095
23,878 - - - - 23,878 -
- - - - (8,687) (8,687) (2,315)
(2,383) - 1 - (1,116) (3,498) (3,997)
(461) - - - 1 (460) 300
(126,118) - (1,440) - (41) (127,599) (25)
(6,272) - - - - (6,272) -
- (400) 45 - (1,861) (2,216) (26)
160,165 (163) 19,214 9,073 45,447 233,736 (2,175)
- - - (53,146) - (53,146) -
54 - (103) 1 2,661 2,613 112
- - 5,030 - (©) 5,023 -
536,807 - 1,866 - (221) 538,452 12
(61) (20,060) 944 - (611) (19,788) 8)
- (56,014) - - 284 (55,730) -
- 22,827 1,909 27 16,393 41,156 1,665
2,413,639 (32,922) 161,274 (36,789) 57,740 2,562,942 6,319
$ (1,413,827) $ (125,620) $ 76,182 $ 20,575 $ 143,661 $(1,299,029) $ 3,531
$ (74) $ (72,654) $ (101) $(135674) $ (17,359) $ (225,862) $ (492)

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



Commonwealth of Pennsylvania
Statement of Fiduciary Net Assets
Fiduciary Funds

June 30, 2009

(Amounts in thousands) Investment Private Purpose
Trust Trust
Fund Fund
Pension (and INVEST Program Tuition
Other Employee for Local Account
Benefit) Trust Governments Investment Agency
Funds (December 31, 2008) Program Funds
ASSETS
Cash—Note D.............. . $ 4,564 $ 28,960 $ 1,754 $ 19,567
Cash with fiscal agents . - - - 30,318
Temporary investments—Note D............ccoeeeeeiiiiiieeeeeens 50,614 825,979 - 1,150,716
Long-term investments—Note D..........ccooooeiiiiiiiiiininnnnnn. 111,761 - 547,633 2,952,503
Short-term funds—Note D........... .. 6,768,432 - - -
Corporate obligations—Note D.. 3,747,929 - - -
Collective trust funds—Note D.. . 8,782,166 - - -
Real estate—NOte D..........covvvvviiiiiiiiiiiiiiieiieeeeeeeeeeeeeeeeees 6,141,966 - - -
Alternative—NOLE D.......ouiiviiiiiieeeeeeee s 20,829,786 - - -
Securities lending collateral—Note D.. . 2,301,587 - - -
Asset-backed securities—Note D.........cccvvvevvviiiiinieiiinnnnnn. 32,132 - - -
Domestic equitieS—NOtE D.......cccvvviiiiiiiiiiiieeeieiiiieeeeeeeens 3,871,675 - - -
International equities—Note D.................... 8,729,876 - - -
International private debt securities—Note D.. 573,258 - - -
International public debt securities—Note D... .. 773,432 - - -
Mortgage-backed securities—Note D.........cccoeevvvvvinieennns 4,220,713 - - -
Private placements—Note D 214,690 - - -
State and municipal obligations—Note D 1,532 - - -
U.S. Treasury obligations—Note D.. 2,468,382 - - -
U.S. government agency debt securities—Note D 433,217 - - -
Receivables, net:
TaXES—NOE G..ooevvvvviiiiiiieeieieeeeeeeeee e - - - 26,997
Accounts.......... 34 - 24 111,991
Accrued interest . 66,297 838 - 633
Loans—Note G..... . - - - 160
Pension contributions—Note I.... 451,409 - - -
573,396 23,511 - 344
381,310 - - 206,100
6,417 - - -
Due from pension trust funds—Note H.............ccoevvvvuinnnns 10,518 - - -
Due from component units—Note H... 3,617 - - -
Due from political subdivisions.. 3,553 - - -
Due from other governments.... 3,339 - - -
Advances to other funds—Note H... - - - 67,500
Depreciable capital assets:
Machinery and equipMENt..........cuuuuiieeeeiiiiiiieeeeeciiiieeeeeens 11,463 - - -
Less: accumulated depreciation. (10,933) - - -
Net depreciable capital assets...... . 530 - - -
(0] 1 LT G- Ty =Y i - - - 2,760,275
TOTAL ASSETS. .. it 71,558,132 879,288 549,411 7,327,104
LIABILITIES
Liabilities:
Accounts payable and accrued liabilities................ccccuu.n. 130,917 67 475 39,166
Investment purchases payable.............. . 1,069,187 52,364 312 556
Securities lending obligations. . 2,365,067 - - 46,286
Due to other funds—Note H........ . 985 - - -
Due to pension trust funds—Note H.........cccccevveviviiinnnnns 6,115 - - -
Due to political subdivisions - - - 358,821
Due to other governments.. - - - 209
Interest payable.. - 1,007 - -
Self insurance liabilities... . - - - 448
Other postemployment benefit obligations—Note |I.......... - - - 298
Other liabilities. ... 370,558 - - 6,881,320
TOTAL LIABILITIES. . oo 3,942,829 53,438 787 7,327,104
NET ASSETS:
Held in trust for:
Pension BENEefitS.........uviiiuiiii e 65,791,293 - - -
Postemployment healthcare benefits. . 299,924 - - -
Employee salary deferrals............cccoeeeieiiis 1,524,086 - - -
INVEST Program participants.............eeeeeeevvinneeerennnnn - 825,850 - -
Tuition Account Investment Program participants . - - 548,624 -
TOTAL NET ASSETS. .. ciiiiiiiiieeii e $ 67,615,303 $ 825,850 $ 548,624 $ -
- The notes to the financial statements are an integral part of this statement. -
Commonwealth of Pennsylvania 52 Governor's Office of the Budget
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Commonwealth of Pennsylvania

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

Private Purpose

Investment Trust Trust
Fund Fund
Pension (and INVEST Program Tuition
Other Employee for Local Account
Benefit) Trust Governments Investment
Funds (December 31, 2008) Program
ADDITIONS:
Pension contributions:
= 10]0] (0 )Y PR $ 875,226 - $ -
EMPIOYEE. e 1,555,502 - -
Transfer in from other plans.............cooooiviiiiiiiiii s 18,423 - -
Total CONLHBULIONS.....cccvieeiiiee e 2,449,151 - -
Investment income:
Net depreciation in
fair value of iINnVestmMents..........cccoeviiiiiiiiiii s (28,763,046) - (96,670)
Interest income 1,020,170 20,997 15,025
D]}V To 1=Y oo [T g Todo] 1 o 1= TP 657,918 - -
Rental and other iINCOME.........civuuiiiiiiiiei e 283,894 - -
Total investment activity iNCOME..........cccceveiviiiiieeiiieiieeeiee. (26,801,064) 20,997 (81,645)
Less: investment expenses
Investment activity EXPENSE........ccevuviiuieiiieiii e (789,874) (934) -
Net INVESTMENTt EarNINGS. ......evveieiieeiiee e e e e e e e anaas (27,590,938) 20,063 (81,645)
Securities lending activities:
g Tol0] 1 1 TSP 96,893 - -
EXPBINISES. .. ettt ee ittt et (129,647) - -
Total securities lending income (I0SS).......coevevuieiiiiiiieiieeennnen. (32,754) - -
Total net investment income (loss) (27,623,692) 20,063 (81,645)
Share transactions (at net asset value
of $1.00 per share):
Shares PUrChased..........ccuuviiuiiiinieiiei e e - 2,395,233 133,842
Shares issued in lieu of cash distributions...........c....cccceiviiinnnnn - 19,125 -
Shares redeemEed. .........civuiiiiiiiii e - (2,475,723) (36,295)
Net increase (decrease) in net assets from
share transactions - (61,365) 97,547
TOTAL ADDITIONS. ...ttt e, (25,174,541) (41,302) 15,902
DEDUCTIONS:
Benefit PaymMeNtS.........oiiviiiieii e 7,147,034 - -
Refunds of contributions.............oviviiiiiiiiin e 29,742 - -
Transfers to other plans..........ccooveviiiiiie e 82,572 - -
Administrative eXpenses..................... 78,259 - 3,163
Other eXPenSEeS........cevvuveeveiineeeieeannns 2,427 - -
Distributions to participants - 20,063 -
TOTAL DEDUCTIONS. ..ottt e eine e 7,340,034 20,063 3,163
CHANGE IN PLAN NET ASSETS HELD IN TRUST FOR:
Pension DENEfitS........ccuviiiiiiiie e (32,198,331) - -
Postemployment healthcare benefits.............ccoeeeviiiiiiiiiinn. 3,926 - -
Employee salary deferrals............coooeieiiiiiiiiiiinciec e, (320,170) - -
INVEST program participants - (61,365) -
Tuition Account Investment Program participants - - 12,739
TOTAL CHANGE IN PLAN NET ASSETS HELD IN TRUST... (32,514,575) (61,365) 12,739
Net assets, July 1, 2008........ccooviiuiiiiiiiieieeeeeee s 100,129,878 887,215 535,885
Net assets, June 30, 2009........ccccuuiiiiieiiiiieii e eais $ 67,615,303 825,850 $ 548,624
- The notes to the financial statements are an integral part of this statement. -
Commonwealth of Pennsylvania 53 Governor's Office of the Budget
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Commonwealth of Pennsylvania
Statement of Net Assets

Discretely Presented Component Units
June 30, 2009

(Amounts in thousands) Pennsylvania Nonmajor
Pennsylvania Pennsylvania Higher Pennsylvania Discretely
Turnpike Housing Education Infrastructure State System Presented
Commission Finance Assistance Investment of Higher Component
(May 31, 2009) Agency Agency Authority Education Units Total
ASSETS
Current assets:
Cash—Note D.........cceevvvrnnnnnnn $ 592,135 591,911 94,597 10,512 118,534 521,373 1,929,062
Temporary investments—Note D...........cceeveeieeeeiereeennn, 94,148 8,894 436,742 490,618 332,302 241,981 1,604,685
Receivables:
ACCOUNES ..ttt e e e e ettt e e e e e e e e e eeeeannnanns 29,098 - 27,240 - 81,642 929 138,909
AcCrued INTEreSt.......ocoiviiiiiiiiiiiie e 3,197 1,966 166,940 2,713 - 2,537 177,353
- 104,310 1,117,242 159,023 5,938 59,205 1,445,718
- - - - - 4,458 4,458
- 302,575 - - 81,455 554 384,584
Due from primary government—Note H........................ 7,968 - - - 425 2,895 11,288
Due from component units—Note H............cccooveiinenne - 39 - 61 - - 100
Due from Federal government...........ccoevvvvuuviiiinneeennens - - 52,664 1,422 - 344 54,430
Due from other governments ..........cccceeeeeeeeeeeeeeeevnnnnnn. - - - - - 48 48
TNVENTOTY ..ttt 19,144 - - - 14,223 631 33,998
Prepaid and deferred expenses............ccccuvvvveieeeeeeeeenn. - - 6,134 - 6,927 1,291 14,352
Other @SSetS.......covvvuriiiiiiei i - 45,597 107,655 - 3,400 8,286 164,938
Total current assets 745,690 1,055,292 2,009,214 664,349 644,846 844,532 5,963,923
Noncurrent assets:
Long-term investments—NOte D.........ccoeeveeeeeeeveeeennnnnns 311,219 288,830 63,469 - 910,598 31,413 1,605,529
Receivables (net):
ACCrUEd INTEIESE.....ieeiie et - - 30,362 - - - 30,362
LOANS—NOLE G...coeeeeiieieieiiiiee et - 4,046,489 10,052,598 1,778,614 33,650 717,660 16,629,011
Lease rentals—NOE G.........cevuiiiuniiiieiiiiiiieeeeeieeeaans - - - - - 1,427 1,427
Non-depreciable capital assets—Note E:
[ Uy o PP UPURRR 204,665 2,454 2,946 - 38,350 40,354 288,769
CONSLrUCtioN iN PrOgreSS....uvvvuuiieeeeeeieeeeiiiiiiineeeeeeees 1,229,835 - - - 294,368 52,747 1,576,950
Depreciable capital assets—Note E:
Land impProvemMeNtS. ........ccoevrrriuriininieeeeeeeeeeeeveiinns 60,322 - - - 199,675 - 259,997
Buildings and building improvements.......................... 742,815 29,935 73,204 - 1,981,043 162,046 2,989,043
Machinery and equipment.............cceeveereeeiieeeeiiineinnnn. 401,944 10,152 28,078 - 393,751 45,393 879,318
Turnpike iNfrastruCture..........cccoeeeveeeeieieiiiiieceeeeeen 5,199,598 - - - - - 5,199,598
Library books............. - - - - 83,529 507 84,036
Other capital assets..........cccc........ - - 54,239 - - 340 54,579
Less: accumulated depreciation... (3,747,739) (8,399) (98,684) - (926,373) (119,367) (4,900,562)
Net depreciable capital assets... 2,656,940 31,688 56,837 - 1,731,625 88,919 4,566,009
Other assets.............. 50,512 9,067 63,065 184 96,768 15,031 234,627
Total noncurrent assets . . 4,453,171 4,378,528 10,269,277 1,778,798 3,105,359 947,551 24,932,684
TOTAL ASSETS.. ittt ettt 5,198,861 5,433,820 12,278,491 2,443,147 3,750,205 1,792,083 30,896,607
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Commonwealth of Pennsylvania
Statement of Net Assets

Discretely Presented Component Units
June 30, 2009

(Amounts in thousands)

LIABILITIES

Current liabilities:
Accounts payable and accrued liabilities.
Securities lending obligations.............cccooevieiiiiiiiiiiiiinn.
Due to primary government—Note H...........ccccuiiieeenns
Due to component units—Note H..........cccceveveveeieinnnnnn.
Due to other governments...........cccccvveeeveereeeeiinienennnns
Interest payable.............uuueiiiiiiiii
Unearned reVENUE..........ccceeeeiiriiiiiiiereeeee e
Notes payable—NOte J.........ccoeviiiiiiiiiiiiiiiiiieeieeeeeeeeen
Bonds payable—Note K..........ccoooviiiiiiiimiiiiiieeeeeeeeeeeens
Revenue bonds payable—Note K..........cccceeeeveiiiiiiinnnnn.
Self insurance liabilities. ...........cccoovviviiiiiiiiiiiiieeeeeeen
Compensated abSENCES........uuurrriiieieeeeeieiaiieiiiieieieeee
Other financing obligations—Note J............cccovvvvivinnnnnn.
Other liabilitiesS. ......cooueiiiiiiiiiieeeee e

Total current liabilities.............coovvvviiiieiieeeeiereeien

Non-current liabilities:
Due to primary government—Note H...............uuuiiieeenns
UNEarned reVENUE..........cceueieriiiiaiiiiiiieie et ee e e
Demand revenue bonds payable—Note J......................
Notes payable—NOte J.........coovviiiiiiiiiiiiiiiiieeee e
Bonds payable—Note K....
Revenue bond payable—Note K.......
Other financing obligations—Note J.
Compensated absences................
Self insurance liabilities. ..........ccccoovviviiiiiiiiiiiiiieeeeeee,
Other postemployment benefit obligations—Note I........
Other liabilities......................

Total non-current liabilities

TOTAL LIABILITIES. ..o
NET ASSETS—Note C:
Invested in capital assets, net of related debt...............
Restricted for:
Smoking cessation and other health-related programs.
Capital ProJECES......cvvvvurueiieeie ettt
Debt service..................
Economic development..
Higher Education........
Other purposes....
Unrestricted/(Deficit)....
TOTAL NET ASSETS...ceiiiiiii e

Pennsylvania Nonmajor
Pennsylvania Pennsylvania Higher Pennsylvania Discretely
Turnpike Housing Education Infrastructure State System Presented
Commission Finance Assistance Investment of Higher Component
(May 31, 2009) Agency Agency Authority Education Units Total

131,761 4,479 91,785 1,086 194,587 19,332 443,030
- - - 71,817 - 5,749 77,566
- 5 205 5,408 1,009 491 7,118
- 61 - 39 - - 100
- - - - - 2 2
73,482 50,435 29,239 582 - 13,824 167,562
28,555 - 126 29 50,675 25,053 104,438
- - 726,019 - - 393 726,412
- - - - 38,255 - 38,255
709,715 152,148 - 12,165 - 51,890 925,918
2,317 - - - - - 2,317
10,108 - 806 38 10,541 434 21,927
- - 84,247 - - - 84,247
- 97,060 107,655 - 167,724 436 372,875
955,938 304,188 1,040,082 91,164 462,791 117,604 2,971,767
- - - 83,708 - - 83,708
- - - - 4,284 - 4,284
- - 8,535,124 - - - 8,535,124
- - 2,100,409 - 163,467 22,330 2,286,206
- - - - 701,425 - 701,425
4,047,102 4,072,639 - 23,324 683,113 1,191,923 10,018,101
- - 190,609 - - - 190,609
6,800 - 14,072 275 89,057 2,224 112,428
24,468 - - - - - 24,468
- - - - 662,633 1,123 663,756
8,583 310,520 632 - 104,864 1,150 425,749
4,086,953 4,383,159 10,840,846 107,307 2,408,843 1,218,750 23,045,858
5,042,891 4,687,347 11,880,928 198,471 2,871,634 1,336,354 26,017,625
1,263,878 14,215 (16,424) - 570,569 148,125 1,980,363
- - - - - 3,569 3,569
49,926 - - 2,244,676 27,565 792 2,322,959
- 208,358 263,489 - - 4,345 476,192
- - - - - 81,976 81,976
- - 150,498 - 280,437 1,861 432,796
- 523,900 - - - 34,044 557,944
(1,157,834) - - - - 181,017 (976,817)
$ 155,970 746,473 $ 397,563 2,244,676 878,571 455,729 4,878,982

- The notes to the financial statements are an integral part of this statement. -
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Commonwealth of Pennsylvania
Statement of Activities

Discretely Presented Component Units
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

EXPENSES. ....iiiiiiiieee e

Program revenues:
Charges for goods and Services............cccuueieeeennnnnns
Operating grants and contributions.................eceeee.
Capital grants and contributions
Total program revenues.............cceevvveeeeeerennns

Net (EXPENSE) reVENUE..........veevvuieeeieeaennnnns

General revenues:
Taxes and other general revenues..............cccceeeee.e.
Change in net assets

Net assets, July 1, 2008 (restated)—Note B....
Net assets, June 30, 2009..........cceevvivviieinnnnns

Pennsylvania Nonmajor
Pennsylvania Pennsylvania Higher Pennsylvania Discretely
Turnpike Housing Education Infrastructure State System Presented
Commission Finance Assistance Investment of Higher Component
(May 31, 2009) Agency Agency Authority Education Units Total
$ 1,672,025 $ 744,662 $ 1,085,819 $ 36,319 $ 2,037,448 $ 194,824  $ 5,771,097
633,547 257,815 649,604 29,077 1,082,346 51,569 2,703,958
56,332 489,487 489,172 (971) 815,379 153,252 2,002,651
11,770 - - 70,187 22,681 67,043 171,681
701,649 747,302 1,138,776 98,293 1,920,406 271,864 4,878,290
(970,376) 2,640 52,957 61,974 (117,042) 77,040 (892,807)
57,379 - - - - _ 57,379
(912,997) 2,640 52,957 61,974 (117,042) 77,040 (835,428)
1,068,967 743,833 344,606 2,182,702 995,613 378,689 5,714,410
$ 155970  $ 746,473  $ 397,563  $ 2,244,676 $ 878,571 % 455,729 $ 4,878,982

- The notes to the financial statements are an integral part of this statement. -
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The basic financial statements of the Commonwealth of Pennsylvania have been prepared in accordance with accounting
principles generally accepted in the United States applicable to governments. The Governmental Accounting Standards
Board (GASB) establishes accounting and financial reporting requirements for governments.

Government-Wide Financial Statements

Government-wide financial statements report financial position and results of activities for the Commonwealth of
Pennsylvania as a whole. Separate columns are presented for governmental and business-type activities within the primary
government (defined below) and discretely presented component units. The Statement of Net Assets reports all economic
resources (assets) and all liabilities for the primary government of the Commonwealth. The Statement of Activities reports
the total cost of providing governmental services, by function, net of related program revenues, and, after including general
revenues, reports whether the total net assets of the government increased or decreased during the fiscal year ended June
30, 2009. The government-wide financial statements do not include any fiduciary fund assets, liabilities or activities for the
primary government or component units (defined below) that are fiduciary in nature. Governmental activities within
government-wide financial statements include specific balances and transactions related to Internal Service Funds that are
reported as proprietary funds in fund financial statements. Business-type activities include information for all Enterprise
Funds.

Financial Reporting Entity

Government-wide financial statements include separate columns and/or rows for the primary government and discretely
presented component units. Fiduciary component unit balances are reported in the Statement of Fiduciary Net Assets and
combining statements for all discretely presented component units are presented following fund financial statements as a
Statement of Net Assets and a Statement of Activities.

Primary Government: For financial reporting purposes, the Commonwealth of Pennsylvania is a primary government (PG).
The PG includes all publicly elected members of the executive, legislative, and judicial branches of the Commonwealth. The
PG also includes all Commonwealth departments, agencies, boards, and organizations that are not legally separate.

Component Units: In addition to the PG, the financial reporting entity includes discretely presented component units.
Component units include all legally separate organizations for which the PG is financially accountable, and other
organizations for which the nature and significance of their relationship with the PG are such that exclusion would cause the
financial statements to be misleading or incomplete. The criteria used to define financial accountability includes appointment
of a voting majority of an organization’s governing body and (1) the ability of the PG to impose its will on that organization or
(2) the potential for the organization to provide specific financial benefits to, or impose specific financial burdens on, the PG.
Fiscal dependency is also considered. The following organizations are included in the financial reporting entity as component
units, either by discrete presentation or as a Fiduciary Fund:

State Employees’ Retirement System (SERS) (Fiduciary Fund) - The SERS is a public employee retirement system that covers
Commonwealth employees. The PG appoints all voting board members and, on a very limited basis, imposes its will on the
SERS. The PG uses the SERS to provide pension benefits to PG employees. The PG makes essentially all employer
contributions to the SERS; PG employees make almost all of the employee contributions to the SERS (virtually all PG
employees are required to join the SERS). The PG is responsible for all of the SERS pension obligations. The SERS provides
services and benefits almost exclusively to the PG. The SERS administers both a defined benefit plan and a defined
contribution plan. The defined benefit plan is funded through a combination of employee contributions, employer
contributions and investment earnings. The defined contribution plan is funded by voluntary employee contributions and
investment earnings. The SERS is reported for its fiscal year ended December 31, 2008.

State Public School Building Authority (SPSBA) and Pennsylvania Higher Educational Facilities Authority (PHEFA) - The

SPSBA and the PHEFA issue limited obligation revenue bonds, the proceeds of which are used to finance the construction of
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

facilities for school districts and public/private colleges and universities. These bonds are repaid solely from lease/loan
payments from the schools. The PG appoints all nine voting members of the SPSBA and the PHEFA governing boards; nine
high-ranking members of the PG serve as ex-officio members of each board. As a result, the PG is able to impose its will. The
PG’s Department of Education approves the SPSBA projects (which indicates imposition of will and fiscal dependency).
Neither the PG nor the Authorities are obligated for debt service payments (beyond lease/loan payments from schools).

Ben Franklin Technology Development Authority (BFTDA) - Similar to the predecessor Ben Franklin/IRC Partnership, the
BFTDA promotes economic development through interaction of technology development, modernization and training
programs. Industrial resource centers and technology centers, established through the BFTDA, also increase Pennsylvania
business competitiveness. The BFTDA works closely with the Department of Community and Economic Development (DCED)
and includes a Revolving Loan Program. The PG appoints all 21 voting members of the governing board. The PG may
appropriate funding for the BFTDA from the General Fund.

Port of Pittsburgh Commission (PPC) - The PPC promotes economic development throughout waterways in southwestern
Pennsylvania by constructing and/or financing transportation and recreation facilities. The PG appoints all 15 voting
members of the governing board and can remove board members at will. The PG provides funding for the PPC but is not
required to do so.

Insurance Fraud Prevention Authority (IFPA) - The IFPA assists in the prevention, discovery, investigation and prosecution of
insurance fraud. The IFPA is funded through assessments paid by the insurance industry and through certain criminal and civil
fines, penalties and awards. The PG appoints six of seven voting members of the IFPA governing board; the Attorney General
serves ex-officio as one of these six members. A significant portion of IFPA expenditures funds the Section on Insurance Fraud
in the Office of Attorney General; this indicates a financial benefit/burden. The IFPA is not fiscally dependent on the PG.

Philadelphia Shipyard Development Corporation (PSDC) - The PSDC was created as a nonprofit corporation to assist the PG
and other governmental entities in financing a shipbuilding facility at the former Philadelphia Naval Shipyard. The PSDC
obtains funding from the PG and a variety of other governmental sources to fund development, construction and job
recruitment and training costs. The PG appoints three of five voting board members and provides a significant portion of
funding for the PSDC. The PSDC is reported for its fiscal year ended December 31, 2008.

Philadelphia Regional Port Authority (PRPA) - The PRPA operates a port facility and manages port-related activities to
promote commerce and economic development in southeastern Pennsylvania. The PRPA charges rental and other fees to
port users and obtains other funding from the PG. The PRPA also issues revenue bonds to finance its activities. The PG
appoints all eleven voting board members and can remove board members at will. The PG provides operating and capital
subsidies and pays rent in amounts equal to PRPA debt service requirements. The PRPA is fiscally dependent on the PG, as
the Governor must approve the issuance of its debt.

Pennsylvania Higher Education Assistance Agency (PHEAA) - The PHEAA makes grants and loans to students to help fund the
cost of higher education. Lending institutions and post-secondary schools are involved in the loan program. The PG funds the
PHEAA grant program; the PHEAA issues revenue bonds to fund the student loan program. Revenue bonds are repaid from
student loan repayments. The PHEAA also services student loan portfolios for lending institutions. The PG appoints all 20
voting board members but does not significantly impose its will on the PHEAA. A significant PG financial burden exists
through subsidizing the grant program; also, although the PG is not obligated for the PHEAA revenue bonds, the PG could
take certain actions to satisfy bondholders. The PHEAA is fiscally dependent, as the Governor must approve the issuance of
its debt.

Pennsylvania Housing Finance Agency (PHFA) - The PHFA makes loans to eligible individuals and organizations to purchase or
construct housing. The loans benefit older adults, persons of modest means, persons with disabilities, and low and
moderate-income individuals and families. The PG appoints all voting board members; four of the fourteen members may be
removed at will. The Secretary of Banking, the Secretary of Community and Economic Development, the Secretary of Public
Welfare, and the State Treasurer serve as ex-officio members. The Governor is required to request an appropriation from the
General Assembly for the PHFA whenever a deficiency exists in the capital reserve account or if additional funds are needed
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

to avoid a default on the PHFA debt. This represents a PG moral obligation for the PHFA debt. The Governor must approve
the issuance of the PHFA debt.

Patient Safety Trust Authority (PSTA) - The PSTA is charged with taking steps to reduce and eliminate medical errors by
identifying problems and recommending solutions that promote patient safety in hospitals, ambulatory surgical facilities and
birthing centers. The Board of Directors has 11 members: the Pennsylvania Physician General, who serves as the Board
chair, six members appointed by the Governor representing specific professional occupations, and four members appointed
by the General Assembly. The Pennsylvania Department of Health determines whether or not PSTA recommendations will be
adopted, establishing PG imposition of will; further, the enabling legislation limits the amount of assessments PSTA charges
medical facilities to fund PSTA activities.

Pennsylvania Industrial Development Authority (PIDA) - The PIDA collaborates with local industrial development
corporations to make loans that help preserve or expand the work force, assist targeted economic areas or assist specific
companies. Loans are made at lower-than-market interest rates; the interest rates are based on local unemployment and
other economic conditions. The PIDA issues revenue bonds to finance the loan program. Loan repayments are used for debt
service payments. The PIDA operates closely with the DCED. The PG appoints all voting board members and is able to
impose its will on the PIDA. The PG has provided capital contributions; “excess” PIDA funds are transferred to the General
Fund. The PG is not obligated for the PIDA debt, but the PG could take certain actions to satisfy bondholders.

Pennsylvania Infrastructure Investment Authority (PENNVEST) - The PENNVEST makes grants and low-interest loans to local
governments and authorities, businesses and nonprofit organizations for the construction, improvement, repair or
rehabilitation of drinking and waste water systems. The PENNVEST obtains funds through Commonwealth general obligation
bond proceeds (approved by referendum), revenue bonds, the Federal government and contributed amounts from
Commonwealth funds. Loan repayments finance the PENNVEST debt service costs. The PENNVEST operates closely with the
Department of Environmental Protection. The PG appoints all voting board members; there are limitations on three of the
thirteen appointments. By issuing general obligation debt and providing the proceeds to the PENNVEST as capital
contributions, the PG creates a significant financial burden. The PG is not obligated for the PENNVEST debt, but the PG could
take certain actions to satisfy bondholders. Upon dissolution, the assets of the PENNVEST revert to the Commonwealth.

Pennsylvania Turnpike Commission (PTC) - The PTC was created to construct, maintain and operate a turnpike system in the
Commonwealth. Activities are financed through user tolls and the issuance of revenue bonds. Debt service payments are
funded through user tolls.  The PTC works closely with the Department of Transportation. The PG appoints all voting
members. When all the PTC bondholders have been satisfied, the PTC assets revert to the Department of Transportation.
The Governor must approve the issuance of all PTC debt. The PG is not obligated for PTC debt, but the PG could take certain
actions to satisfy bondholders. The PTC is reported for its fiscal year ended May 31, 2009.

State System of Higher Education (SSHE) - The SSHE was created to provide instruction for postsecondary students. The
SSHE is composed of fourteen universities and an administrative headquarters. Resources are provided by student tuition,
grants and PG subsidies. The PG appoints all 20 voting board members, which in turn appoint the university presidents and
chancellor. Five of the appointments must be trustees of universities; three must be students. The PG provides significant
operating and capital subsidies to the SSHE. The PG is not obligated for the SSHE debt, but the PG could take certain actions
to satisfy bondholders.

Commonwealth Financing Authority (CFA) - The CFA administers and funds economic stimulus programs; the programs offer
financial assistance through loans, grants, guarantees, sales, leases, investments, lines and letters of credit, and other
authorized financial arrangements. The PG appoints the four voting members of the Board of Directors and may remove
these members at will. The Secretary of Community and Economic Development, Secretary of the Budget, and Secretary of
Banking serve as ex-officio members of the Board. The CFA is authorized to issue limited obligation revenue bonds and other
types of limited obligation revenue financing. The bonds are payable solely from CFA revenues or funds appropriated to the
CFA by the Commonwealth. While the enabling legislation provides that CFA bonds are not a debt or obligation of the
Commonwealth, it is anticipated that General Fund appropriations will be required to support the annual debt service cost
on CFA debt. The CFA is fiscally dependent on the PG, as the Secretary of the Budget must certify that the General Fund can
support any appropriations needed to pay the debt service payments or costs incurred in any bond issuance.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Thaddeus Stevens College of Technology (College) - Founded in the early twentieth century, the College was financially
reported as part of the PG through and including the fiscal year ended June 30, 2003. Legislation effective July 1, 2003
amended the Board of Directors to a body politic and corporate constituting a public corporation, making the College an
entity legally separate from the PG. The Governor, with the advice of the Senate, appoints nine members of the Board, and
the Secretary of Education serves as an ex-officio member. Although the PG selects the members of the Board, the members
have great latitude to manage the College subsequent to their appointment. The PG has some ability to influence the
structure or content of the College’s budget through overview of the Department of Education. The College presents a
financial burden to the PG, as the PG appropriates monies for College operations.

Pennsylvania Life and Health Insurance Guaranty Association (PLHIGA) (Fiduciary Fund) - The PLHIGA was created to
protect insurance policy owners, insured persons, beneficiaries, annuitants, payees and assignees of direct non-group life,
health, annuity and supplemental policies or contracts from potential insurer failure due to the impairment or insolvency of
the insurer. The PLHIGA guarantees the payment of insurance benefits and continuation of coverage by assessing member
insurers. The PLHIGA is also authorized to assist the Pennsylvania Insurance Commissioner in the prevention and detection of
insurer impairments or insolvencies. The PG has appointment approval authority for all governing board members and the
Insurance Commissioner has broad authority to impose will on the PLHIGA. There is a minor financial burden on the PG. The
PLHIGA is reported for its fiscal year ended December 31, 2008.

Pennsylvania Property and Casualty Insurance Guaranty Association (PPCIGA) (Fiduciary Fund) - The PPCIGA was created to
provide for the payment of insured property and casualty policy claim losses and to avoid losses to claimants or policyholders
as a result of insurer insolvency. The PPCIGA guarantees the payment of insurance benefits and continuation of coverage by
assessing member insurers. The PG has appointment approval authority for all governing board members and the Insurance
Commissioner has broad authority to impose will on the PPCIGA. There is a minor financial burden on the PG. The PPCIGA is
reported for its fiscal year ended December 31, 2008.

Public School Employees’ Retirement System (PSERS) (Fiduciary Fund) - The PSERS was created to administer and provide
pension benefits to public school employees in Pennsylvania. The PSERS covers almost all such employees. Covered
elementary and secondary school employers make employer contributions with the PG reimbursing each employer at least
half their required annual contribution. Employer contributions for covered employees of higher education institutions and
covered employers and the PG share state-owned schools equally; all covered public school employees also contribute. The
PG appoints eight of fifteen voting board members; the seven other members are appointed by active or retired public school
employees or are appointed by public school boards. In addition to making significant contributions to the PSERS, the PG
guarantees the payment of all annuities and other pension benefits. This represents a compelling PG financial burden.

Pennsylvania Economic Development Financing Authority (PEDFA) - The PEDFA was created to lend money primarily to
businesses to promote economic development in the Commonwealth. The PEDFA issues revenue bonds to fund specific
projects only and repayments are derived solely from project revenues. The debt is considered non-recourse, as the PEDFA is
not obligated to bondholders beyond amounts received by the Authority from the funded projects. Financial statement
information for the PEDFA is not reported because its only activity involves conduit debt. The PG appoints all sixteen board
members; five members are ex-officio. The PG is not obligated for the PEDFA debt, but the PG could take certain actions to
satisfy bondholders. Upon dissolution, the assets of PEDFA revert to the Commonwealth.

Pennsylvania Energy Development Authority (PEDA) - The PEDA was created to promote the development of energy sources
within the Commonwealth. The PEDA issued revenue bonds and lent the proceeds to fund four specific projects. Loan
repayments are derived solely from project revenues. The debt is considered non-recourse, as the PEDA is not obligated to
bondholders beyond amounts received from the funded projects. The PEDA has not issued any debt since 1990. Financial
statement information for the PEDA is not reported because its only significant economic activity involves conduit debt. The
PG appoints all 19 board members; six members are ex-officio. The Governor must approve the issuance of PEDA debt. The
PG is not obligated for the PEDA debt, but the PG could take certain actions to satisfy bondholders. The PEDA board
reviewed and approved funding for certain alternative energy grant applications during the fiscal year ended June 30, 2009.
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial Statements for Component Units and Investment Trust Fund

Audited financial statements for component units are available by writing to the Commonwealth Chief Accounting Officer,
555 Walnut Street, Ninth Floor, Harrisburg, PA 17101-1921. The Commonwealth sponsors the INVEST Program for Local
Governments, an external investment pool, which is reported as an Investment Trust Fund. Audited financial statements for
that Program are also available through the Chief Accounting Officer.

Related Organizations

The Commonwealth created the Pennsylvania Municipal Retirement System (PMRS). The PG appoints all eleven governing
board members but is not financially accountable, as there is no imposition of will, no financial benefit/burden, nor fiscal
dependency associated with the PMRS. Local governments are the only participants in the PMRS. Participation is voluntary
and there are variations among different municipal pension plans. Local participating governments are financially responsible
only for their own plan obligations. The Commonwealth provides accounting services to the PMRS on a cost reimbursement
basis.

The Commonwealth also created the Automotive Theft Prevention Authority (ATPA). The PG appoints all seven governing
board members but is not financially accountable due to a lack of imposition of will and no financial benefit/burden. The
ATPA is not fiscally dependent on the PG. The operation of the ATPA is funded by an annual assessment paid by companies
providing automobile insurance in the Commonwealth. The PG processes cash receipts and disbursements for the ATPA.

The Philadelphia Parking Authority (Authority) is financially reported as a discretely presented component unit in the City of
Philadelphia’s (City) financial reporting entity. Act 22 of 2001 provided, in part, for the Commonwealth to appoint a voting
majority of the Authority’s governing board. The Act provided for an increase from five to eleven board members; the
Commonwealth appointed six new members by June 30, 2001. Effective June 30, 2006, the terms of board members
appointed prior to June 2001 expired. No replacement appointments for those positions were made, pursuant to the
provisions of the Act. Beginning June 1, 2006, the board consists of the six members appointed in 2001, whose terms expire
in 2010, 2011 and 2012.

The Philadelphia School District (School District) is financially reported as a discretely presented component unit in the City
of Philadelphia’s (City) financial reporting entity. During 2001, the General Assembly passed Senate Bill 640 that provided, in
part, for several changes to the Public School Code. Among other things, the changes provide for the Commonwealth to
appoint a voting majority of the School Reform Commission that now governs the School District. Despite these changes, the
School District remains fiscally dependent on the City.

Joint Venture

The Commonwealth, through its Office of Administration, created the Pennsylvania Employees’ Benefit Trust Fund (PEBTF)
using a contractual agreement with various Commonwealth employee labor unions. The PEBTF establishes and provides
active Commonwealth employee healthcare benefits and is the Commonwealth’s third-party administrator for the
Commonwealth’s retiree healthcare programs. A governing board administers the PEBTF; one-half of the board is appointed
by the Commonwealth and one-half is appointed by the various unions. Neither the Commonwealth nor the unions control
the governing board or the PEBTF; administration is jointly and equally shared. The Commonwealth and certain of its
employees pay for the cost of providing benefits. Contribution amounts are based on the terms contained in collective
bargaining agreements. Employee unions are not financially responsible for making contributions. Neither the
Commonwealth nor the employee unions have an equity interest or any ongoing financial interest in the PEBTF. Aside from
its obligation to make periodic, established contributions, the Commonwealth is not responsible for any obligations of the
PEBTF.

Excluded Organizations

School districts, local governments and counties are considered separate, stand-alone primary governments because they are
governed by popularly elected officials. Secondary vocational-technical schools, intermediate units and community colleges
were considered as potential component units, but have been excluded from the financial reporting entity. These schools
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

may receive significant PG operating and/or capital subsidies, but the PG does not appoint a voting majority of governing
board members, nor does the PG impose its will on these organizations. Although various Commonwealth laws affect or
strongly influence these organizations, the PG does not control day-to-day operating decisions. These organizations are not
fiscally dependent. The PG appoints a portion, but not a voting majority, of the governing boards at the following four
universities (commonly referred to as state related): Pennsylvania State University, University of Pittsburgh, Lincoln
University and Temple University. The PG provides significant subsidies; however, given the absence of PG appointment of a
governing board voting majority and the lack of fiscal dependency, these universities are excluded from the financial
reporting entity.

Primary Government — Fund Structure

Fund Accounting: In governmental accounting, a fund is defined as an independent fiscal and accounting entity, with a self-
balancing set of accounts, recording cash and/or other resources together with all related liabilities and equities which are
segregated for the purpose of carrying on specific activities or attaining certain objectives in accordance with the fund’s
special regulations, restrictions or limitations. In the Commonwealth, funds are established by legislative enactment or, in
certain rare cases, by administrative action.

The fund financial statements include: three major governmental funds and total nonmajor governmental funds; four major
enterprise funds and total nonmajor enterprise funds; and all fiduciary funds. The Commonwealth uses the following fund
categories to account for each fund included in the primary government:

Governmental Funds
General Fund—Accounts for all financial resources except those required to be accounted for in another fund.

The General Fund is the Commonwealth’s main operating fund and is reported as a Major Fund. Other Major Funds are
displayed in bold print in the Notes to the Financial Statements.

Special Revenue Funds—Account for the proceeds of specific revenue sources (other than debt service or capital projects
funds) that are legally restricted to expenditures for specified purposes. The Motor License Fund and the Tobacco
Settlement Fund are reported as Major Funds.

The Motor License Fund receives revenues from liquid fuels taxes, licenses and fees on motor vehicle registrations and
operating privileges, aviation fuel taxes, federal aid for highway and aviation purposes, contributions from local subdivisions
for highway projects and other miscellaneous highway revenues. The Fund makes expenditures for highway and bridge
improvement, design, maintenance, and purchases of rights-of-way, as well as aviation activities and transportation licensing
and safety activities. It also finances State Police highway patrol operations and pays subsidies to local subdivisions for
construction and maintenance of roads.

The Tobacco Settlement Fund was originally established to deposit all payments received by the Commonwealth pursuant to
the Master Settlement Agreement with tobacco product manufacturers. Deposits into this fund include: jurisdictional
payments received by the Commonwealth from the master agreement, strategic contribution payments from the master
agreement, quarterly payments from certain Pennsylvania health insurance companies and earnings from investments.
Expenditures from this fund are determined by the annual budget appropriated to each program. For the fiscal year ended
June 30, 2009 payments from the Master Settlement agreement were distributed as follows: 8 percent to the Health
Endowment Account; 13 percent for Home and Community Based Services; 9 percent for Tobacco Use Prevention and
Cessation; 19 percent for Health Related Research; 10 percent for Uncompensated Care; 20 percent for Health Investment
Insurance; 8 percent for the expansion of the PACENET Program and 13 percent for various health-related purposes.
Amounts received from the Pennsylvania health insurance companies are held in a restricted account and used exclusively for
Department of Insurance initiatives.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Debt Service Funds—Account for the accumulation of resources, principally transfer from other funds, for the payment of
general long-term debt principal and interest. There are no major debt service funds.

Capital Projects Funds—Account for financial resources to be used for the acquisition or construction of major capital
facilities, including those provided to political subdivisions and other public organizations (other than those financed by
Proprietary or Fiduciary Funds). There are no major capital projects funds.

Proprietary Funds

Enterprise Funds—Account for operations that are financed and operated in a manner similar to private business
enterprises. Costs of providing goods and services to the general public on a continuing basis, including depreciation, are
financed or recovered primarily through user charges. The State Lottery Fund, State Workers’ Insurance Fund,
Unemployment Compensation Fund and Tuition Payment Fund are all reported as Major Funds.

The State Lottery Fund provides for the operation of the Pennsylvania State Lottery and for programs to support older
Pennsylvanians. Revenues are derived from the sale of lottery tickets, interest earned on securities and deposits, unclaimed
prize monies and Federal grants. Fund expenses pay for prizes to holders of winning lottery tickets and commissions to local
lottery agents. Amounts remaining after payment of lottery prizes and commissions are used to fund programs benefiting
older Pennsylvanians including PENNCARE, PACE, PACENET, free mass transit and reduced fare shared-ride programs, and
property tax and rent rebates.

The State Workers’ Insurance Fund (SWIF) was created by legislation on June 2, 1915 and operates within the Department of
Labor and Industry. It is a self-sustaining fund providing workers’ compensation insurance to employers, including those who
are refused policies by private insurance firms. SWIF is subject to underwriting rules, classifications and rates promulgated by
rating bureaus authorized by the Commonwealth Insurance Commissioner. Premium rates are established by the bureaus
based on the history of accidents by industry classification. Revenues are generated by premiums charged to policyholders
plus investment income. Workers’ compensation payments and administration costs are paid from the Fund. The State
Workers’ Insurance Fund is reported for its fiscal year ended December 31, 2008.

The Unemployment Compensation (UC) Fund is comprised of four basic components: the Employer Contribution Fund, the
UC Benefit Payment Fund, the Special Administration Fund, and the UC Trust Fund in Rockville, MD. The purpose of these
funds is to collect employer assessments for UC and transfer the assessments to the Federal government for deposit in the
UC Trust Fund. As needed, these funds are drawn back to pay unemployment compensation payments to claimants. The
Special Administration Fund is used to isolate penalty and interest charges from employers and claimants. It is used to
supplement grant-funding shortfalls and pay audit disallowances with any remaining amounts over $200 thousand at each
June 30 being transferred to the UC Trust Fund. The UC Benefit Payment Fund also receives funds from the Federal
government to reimburse Pennsylvania for those Federal workers who collected UC benefits from Pennsylvania.

The Tuition Payment Fund offers a college savings program allowing participants to purchase college credits at the current
year rates. The program is administered by the Tuition Account Program Bureau within the Treasury Department with
oversight by the Tuition Account Program Advisory Board. Revenue is derived primarily from application fees, participant
contributions and investment income. Fund expenses consist mainly of payments to educational institutions and
administrative costs.

During the fiscal year ended June 30, 2009 the State Stores Fund began using June 30 as its fiscal year end; previously, the
State Stores Fund reported based on a 52/53 week fiscal year basis. The prior-year fiscal period ended June 24, 2008.

Internal Service Funds—Account for the financing of goods or services provided by one department or agency to other
departments or agencies of the Commonwealth, or to other governmental units, on a cost-reimbursement basis. The
Purchasing Fund is used to purchase materials, supplies, services, and equipment for use by departments, agencies, boards,
and commissions of state government, and to pay costs associated with administering the fund. The fund receives
reimbursements from the various Commonwealth departments, boards, and commissions for the materials, services, and
supplies they obtain from appropriations and periodic loans from the General Fund, from the sale of vehicles and
unserviceable property and from interest earned on securities. The Manufacturing Fund is a fund that uses inmate labor to
produce items for the Department of Corrections and other state agencies. The revenue source is the sale of items produced
or services provided. Expenses are for raw materials, inmate labor, and general and administrative costs.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Fiduciary Funds

Trust and Agency Funds—Account for assets held by the Commonwealth in a trustee capacity or as an agent for
individuals, private organizations, other governmental units and/or other funds. These include Pension (and other employee
benefit) Trust Funds, an Investment Trust Fund, a Private Purpose Trust Fund and Agency Funds.

The State Employees' Retirement System, a pension trust fund, is a component unit and accounts for the payment of
retirement, disability and death benefits to members of the State Employees' Retirement System and their beneficiaries. The
Deferred Compensation Fund is an other employee benefit pension trust fund that collects and administers amounts
contributed by Commonwealth employees who are deferring a portion of their income until future years, in accordance with
Internal Revenue Code Section 457.

The INVEST Program for Local Governments is an Investment Trust Fund that invests amounts owned by local governments
and school districts. The Tuition Account Investment Program is a Private Purpose Trust Fund that invests amounts on behalf
of participants who are saving for college tuition costs.

The largest Agency Fund, the Statutory Liquidator Fund, converts the remaining assets of insolvent insurance companies to
cash for remittance to policyholders, creditors and stockholders in accordance with the order of distribution established in
Article V of the Pennsylvania Insurance Department Act of 1921 and on a Commonwealth Court approved percentage of
claim basis. Although not yet determined, the actual amounts to be paid based on the amount of the remaining assets are
expected to be less than the amounts actually claimed by creditors, policyholders and stockholders. The Underground
Storage Tank Indemnification Fund holds assets on behalf of owners and operators of underground storage tanks who incur a
liability for taking corrective actions associated with underground storage tank releases. The Municipal Pension Aid Fund
holds a portion of casualty insurance company tax assessments, which are remitted to municipalities to help defray municipal
police and fire fighter pension costs.

The State Employees’ Retirement System, a pension trust fund, the Deferred Compensation Fund, an other employee benefit
trust fund, and the INVEST Program for Local Governments, an Investment Trust Fund, are reported for their fiscal years
ended December 31, 2008.

Measurement Focus and Basis of Accounting- Government-Wide Financial Statements

The government-wide financial statements are reported using the economic resources measurement focus and accrual basis
of accounting. This means that the Statement of Net Assets reports all assets (including receivables regardless of when
collected and capital assets, such as heavy trucks, highways and bridges) and liabilities regardless of when payment is due.
The Statement of Activities includes all revenues and expenses, regardless of when cash is respectively received or paid. The
Statement of Activities reports program revenues, which are revenues derived directly from a specific governmental function
and are reported by the function, which generates the revenue. Charges for goods or services, most investment income,
grant revenues and fines are reported as program revenues. Neither program revenues nor expenses are reported for
donated works of art, historical treasures or similar assets received during the fiscal year because such donations are not
material. Except for unemployment compensation tax revenues, which are reported as charges for sales and services
program revenues, all tax revenues are classified as general revenues in the Statement of Activities. The Statement of
Activities also reports governmental activities expenses that include governmental fund expenditures (those which are not
eliminated or reclassified) and current year depreciation on capital assets, which recognizes the cost of ordinary use of the
assets over their estimated useful lives. The costs of most employee benefits earned during the fiscal year (such as vacation
time earned) and increases in self-insurance liabilities are also reported as expenses in the statement, regardless of when the
benefits are used or the liabilities are paid.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement Focus and Basis of Accounting — Fund Financial Statements

Governmental Funds

The General Fund, special revenue, debt service and capital projects funds (governmental funds) are reported using the
current financial resources measurement focus and modified accrual basis of accounting. Under this measurement focus,
only current assets and current liabilities are normally included on the balance sheet. Operating statements of these funds
present increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in
net current assets. Unreserved fund balance represents a measure of available, spendable resources. Under the modified
accrual basis of accounting, revenues of governmental funds are recognized in the year that they become susceptible to
accrual (both measurable and available) to pay current fiscal year liabilities. The Commonwealth accrues the following major
revenue sources that are both measurable and available (available is treated as being received within 60 days of fiscal year
end for these revenues): sales and use taxes, cigarette taxes, corporation taxes, personal income taxes, liquid fuels taxes,
inheritance taxes, liquor taxes, investment income, institutional revenues and sales of goods and services. Grant revenues,
including Federal government grant revenues, are recognized when earned; accrued amounts due from the Federal
government are treated as available in the period in which all applicable eligibility requirements have been met. Revenues
from most other sources are recognized when received.

Expenditures are generally recognized in the fiscal year the goods or services are received and the related fund liability is
incurred. Debt service expenditures for principal and interest on general long-term obligations are recognized when due.
Prepaid items and inventory purchases are reported as current fiscal year expenditures, rather than allocating a portion of
related cost to the fiscal year when the items are actually used. Expenditures are reported for amounts accrued at fiscal year
end that normally would be liquidated with expendable available financial resources.

Proprietary Funds, Pension (and other employee benefit) Trust Funds and Investment Trust Fund

The enterprise, internal service (proprietary funds), pension (and other employee benefit) trust funds and the investment
trust funds are reported using the economic resources measurement focus and the accrual basis of accounting. Under this
measurement focus, all assets and liabilities associated with the operations of these funds are included on the Statement of
Net Assets. Under the accrual basis of accounting, revenues are recognized in the fiscal year earned and expenses are
recognized in the fiscal year incurred.

Proprietary Funds classify revenues and expenses as either ‘operating’ or ‘nonoperating’, depending on the nature of the
activities reported in the individual Fund. The majority of transactions are reported as ‘operating’; however, investment
income and grants are reported as ‘nonoperating’ revenues by all Proprietary Funds. Under the Governmental Accounting
Standards Board’s (GASB) Statement 20, “Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting,” the Commonwealth has elected not to adopt the Financial Accounting
Standards Board pronouncements issued after November 30, 1989.

Agency Funds

Assets and liabilities of agency funds are reported using the accrual basis of accounting. Agency funds have no measurement
focus and do not report operating statements.

Significant Accounting Policies

Pooled Cash: In accordance with the Fiscal Code, cash balances of most Commonwealth funds are pooled by the Treasury
Department. Cash balances are segregated by fund, but accounted for centrally for receipt and disbursement purposes. The
law requires that collateral be pledged by banks and other financial institutions to guarantee the Commonwealth’s cash on
deposit.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash Equivalents: No investments that could be defined as cash equivalents have been treated as such on the Statement of
Cash Flows; therefore, only net changes in cash are displayed.

Investment Pools: The Fiscal Code provides the Treasury Department with investment control over most Commonwealth
funds. The Treasury Department uses a variety of sophisticated internal investment pools that seek to provide preservation
of principal, liquidity, diversification and income for Commonwealth funds. All participating funds report amounts invested in
such pools as temporary and/or long-term investments; the pools themselves are not financially reported. The Treasury
Department maintains an external investment pool, the INVEST Program for Local Governments, which separately issues
audited financial statements and is reported as an Investment Trust Fund. Financial statements for the INVEST Program
include a Statement of Net Assets and a Statement of Changes in Net Assets prepared using the economic resources
measurement focus and the accrual basis of accounting.

Temporary Investments: The Treasury Department manages the Treasury Investment Program (TIP); practically all individual
funds that are part of primary government are participants in the TIP. The Treasury Department accounts for each
participating fund’s equity (considered “shares”) in the TIP on a daily basis. “Share” balances of participating funds fluctuate
considerably during the fiscal year, based on the timing of cash receipts and disbursements in the participating fund, and are
reported as temporary investments. The TIP is considered an internal investment pool. Periodic TIP earnings are allocated to
specific participating funds based on either the weighted daily average share balance or the net asset value on redemption
date combined with share balances on declaration date.

Several individual funds may directly own investments in specific securities. Such investments, which are expected to be
realized in cash within twelve months after fiscal year end or less, are reported as temporary investments. Temporary
investments are reported at fair value (typically using published market prices) except for nonparticipating interest-bearing
contracts, which are reported at cost.

Long-Term Investments: Investments expected to be realized in cash after more than twelve months from fiscal year end are
reported as long-term investments. Such investments are generally not managed by the Treasury Department. Long-term
investments are reported at fair value, except for certain nonparticipating interest-bearing contracts, which are reported at
cost. Fair values are based on published market prices, quotations from national securities exchanges and securities pricing
services, or by the respective fund managers for securities that are not actively traded. Certain pension trust fund
investments, including real estate, venture capital, private equity, private placements and alternative investments are valued
based on appraisals, independent advisors or the present value of projected future income.

Investment Income: Investment income includes interest, dividends, realized gains and losses and the change in the fair
value of investments, if any, during the fiscal year. If the change in the fair value of investments decreases during any specific
fiscal year, such decreases could cause reported, overall investment income to be negative within specific Funds. Similarly,
realized losses could cause reported, overall investment income to be negative within specific Funds. Certain investment
income from specific Funds’ investments is assigned to another Fund and is reported by the receiving Fund if the income is
transferred for legal or contractual reasons; otherwise, the investment income is reported as a transfer by the receiving Fund.
Specific Fund disclosures for assigned investment income are provided in Note H.

Grants: Federal grants and assistance awards made on the basis of entitlement periods are recorded as intergovernmental
revenues when entitlement occurs. Federal reimbursement-type grant revenues are recorded when the related expenditures
or expenses are incurred.

Inventories and Prepaid Expenses: Inventories of operating materials and supplies are reported by certain governmental
activities and operating and merchandise inventories are reported by Proprietary Funds and the State System of Higher
Education, a discretely presented component unit. Operating materials and supplies inventories are valued at cost (first-in,
first-out) and merchandise inventories are reported at the lower of cost or market. In the governmental fund financial
statements, inventories are accounted for using the purchases method whereby expenditures are reported for current-year
purchases of operating materials and supplies. Also, in governmental fund financial statements, prepaid expenses are not
reported.

Commonwealth of Pennsylvania 67 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Assets and Depreciation: General capital assets (including infrastructure) and other capital assets are reported at
cost or estimated historical cost in the Statement of Net Assets. Donated capital assets are reported at fair market value at
the time of donation. The cost of all land is reported; for other types of capital assets, the following minimum dollar
reporting thresholds are used (in thousands):

Land improvements, buildings and building improvements.... ............ $25
Machinery and equipmMeNnt........c.ccoveeriiieiieenie e $25
Highway and bridge infrastructure .........ccccooeeeeiie e, $100
All Other INTraStrUCTUIE ... e vev e evererererereeereeees $25

Commonwealth agencies maintain inventories of all their respective capital assets, including assets acquired for less than the
above minimum amounts, which are not reported in the Basic Financial Statements. The Pennsylvania Historical and
Museum Commission (PHMC) owns diverse collections of historical, architectural, prehistoric and artistic artifacts, archives
and manuscripts and scientific specimens. The Commonwealth does not capitalize these collections, as they meet the
following criteria: PHMC's mission in acquiring these collections is for the purpose of preservation, education, research and
exhibition; PHMC secures and preserves all collections in order to adequately preserve Commonwealth history; and all
acquisitions and deaccessions must be approved by the PHMC Collections Committee and the PHMC Executive Director. All
amounts received from the deacessioning of artifacts/collections are placed in a restricted account that can only be used for
the purchase of new artifacts/collections. The Commonwealth does not capitalize expenditures for software or expenditures
to protect farmland under the Agricultural Area Security Law. Capital assets (excluding land and construction in progress) are
depreciated over the estimated useful lives of major capital asset classes using the straight-line method. Depreciation
expense is reported in the Statement of Activities as part of direct functional expenses; all depreciation is allocated to a
specific function. Capital assets reported by proprietary funds are reported in those funds at cost or estimated historical cost.
Depreciation is reported on the straight-line basis over the capital assets’ estimated useful lives. Depreciation expense
associated with capital assets being procured under capital lease arrangements is reported as part of depreciation expense
for other capital assets. The following useful lives are used for primary government governmental activities:

Buildings and building improvements..........cccoecveeeecieeecciee e, 40 years
Improvements other than buildings..........cccceeviiiciii e, 30 years
Machinery and equipment 10 years
Highway heavy equipment 15 years
Highway infrastructure.......coceeviieiieeniiccecce e 25 years
Bridge infrastrUCTUre ........coeieiiiicciee e e 50 years
Dams, dikes and pier infrastructure.........ccoceeeeieieeciee e, 50 years
Other iNfrastrUCtUre ......ooccviie e 20 years

Primary government business-type activities report depreciation expense using useful lives that are very similar to the above
and do not report any infrastructure. Certain land, buildings and improvements owned by the Commonwealth and used by
the State System of Higher Education (SSHE), a discretely presented component unit, which were acquired or constructed
before July 1, 1983 (the inception date for the SSHE), are financially reported as governmental activities general capital
assets. All general capital assets acquired or constructed for the SSHE subsequent to June 30, 1983 without the use of
university funds or incurrence of SSHE debt are also reported as governmental activities general capital assets. This reporting
treatment is used to conform to the enabling legislation for the SSHE, which includes the vesting of title for the SSHE-used
property. Capital assets reported by the SSHE are stated at cost. Depreciation of SSHE capital assets is recognized over the
estimated useful life of the assets.

Capital Asset Impairments: Through a variety of policies, Commonwealth management requires agencies to perform
periodic assessments of general and other capital assets. Beyond initial reporting (upon acquisition), agencies must adhere
to continuing policies regarding usability, function and condition of reported capital assets. With few exceptions, reported
capital assets are used by Commonwealth agencies on a daily or other periodic basis and agencies must report impairments
promptly. In particular, Commonwealth highways and bridges are inspected on a frequent, scheduled basis. As a matter of
public safety, such assets are inspected very closely as part of routine operating procedures. Other general capital assets,
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such as structures, are used for housing or office space. Many pieces of equipment, including rolling stock, are used almost
daily.

Self-Insurance: The Commonwealth is uninsured for property losses and self-insured for annuitant medical/hospital benefits,
employee disability and tort claims. Note M provides disclosures for self-insurance liabilities.

Compensated Absences: Employees earn annual leave, depending on length of credited service, from between 2.7 percent to
10 percent of regular hours paid. Generally, a maximum of 45 days may be carried forward at the end of each calendar year.
Employees are paid for accumulated annual leave upon termination or retirement.

Employees earn sick leave based on 5 percent of regular hours paid. Generally, a maximum of 300 days may be carried
forward at the end of each calendar year. Most retiring employees that meet service, age or disability requirements are paid
in accordance with the following schedule:

Days Available Percentage Maximum
at Retirement Payment Days Paid
0-100 30% 30
101-200 40% 80
201-300 50% 150
over 300 (in last year 100% of days
of employment) over 300 13

Accumulated annual and sick leave liabilities payable with expendable available financial resources are reported by
Governmental Funds; all compensated absences payable are reported by governmental activities and Proprietary Funds and
Pension Trust Funds.

Liabilities: In the Statement of Net Assets, governmental activities liabilities are presented as either “current” or
“noncurrent.” Liabilities are segregated into these categories by establishing an average maturity for the liability class and
classifying the portion due within one year of the statement date as current and the portion due beyond one year of the
statement date as noncurrent. For liabilities without specific maturity or due dates, estimates are made of maturities.
Liabilities without specific due dates include those related to self-insurance and compensated absences.

Pollution Remediation Obligations: In the government-wide Statement of Net Assets, pollution remediation obligations are
reported at the current value of expected outlays to fund remediation costs using the expected cash flow technique. This
technique measures the sum of probability-weighted amounts in a range of possible estimated amounts and uses all
expectations about possible cash flows on a site—specific basis. Such ranges are weighted within ‘most likely’, ‘worst case’
and/or ‘best case’ scenarios and are based on actual remediation cost experience, remediation cost estimates and/or discrete
cost remediation treatment possibilities. All reported obligation amounts are estimates and are subject to change resulting
from price increases or reductions, technology, or changes in applicable laws or regulations. In cases where remediation
activities beyond site investigation/assessment or feasibility studies have not begun, remaining remediation costs are not
reasonably estimable and liabilities for such cases are not reported.

Pension Costs: The Commonwealth’s policy is to fund pension costs incurred and to amortize prior service costs over varying
periods not exceeding 20 years. Actuarial assets and liabilities are amortized over either a 10-year or a 30-year period.

Indirect Expenses: In the Statement of Activities, the full-cost allocation treatment is used, whereby reported program
expenses, by function, include any expenses which could be treated as indirect expenses of another function.

Interest Expense: In the Statement of Activities, no interest expense is reported by direct program costs. No interest
expense was capitalized during the fiscal year ended June 30, 2009.

Intergovernmental Revenues: These amounts represent revenues received principally from the Federal government and
include revenues received from the Pennsylvania Turnpike Commission (PTC), a discretely presented component unit, based
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on Act 44 of 2007 and the related Lease and Funding Agreement between the PTC and the primary government Department
of Transportation.

Restricted Net Assets: These amounts were determined based on enabling legislation that provides for restrictions on how
the resources of special (non-General Fund) funds may be used. At June 30, 2009, a portion of governmental activities net
assets was restricted based on a Federal government purpose restriction. Practically all reported restricted net assets could
become unrestricted based on possible future legislative changes.

Budget Stabilization Reserve Fund: Act 91 of 2002 provided for this Fund effective July 1, 2002 to gradually provide a
budgetary reserve amounting to 6 percent of the revenues of the General Fund. For the fiscal year beginning July 1, 2002
and in any fiscal year thereafter in which the Secretary of the Budget certifies that there is a surplus in the General Fund, 25
percent of the surplus is to be deposited by the end of the next succeeding quarter into this Fund. The last such transfer was
$177 million (based on the June 30, 2007 surplus) during the fiscal year ended June 30, 2008. Due to July 2008 legislation,
there was no transfer from the General Fund during the fiscal year ended June 30, 2009. Further, the enacted General Fund
budget for the fiscal year ending June 30, 2010 provided that the entire balance in this Fund be transferred to the General
Fund; that transfer occurred during October, 2009. Since this Fund is financially reported as part of the General Fund (as a
fund balance reservation), all transfers between this Fund and the General Fund are eliminated in the basic financial
statements.

Tobacco Master Settlement Agreement Proceeds: In 1997, the Pennsylvania Attorney General began litigation in the
Philadelphia court of common pleas against several defendant tobacco product manufacturers to recover specified damages.
Similar litigation was filed by many other states. In 1998, the Commonwealth joined in the Master Settlement Agreement
which settled litigation against certain defendant manufacturers and 52 governmental entities, including Pennsylvania. As
part of the settlement, the manufacturers agreed to remit periodic payments to the Commonwealth and other states in
perpetuity. Amounts remitted are calculated based on a variety of specific settlement provisions; actual tobacco product
sales are one key factor. The Agreement contains procedures for resolving disputes over payment or other issues that may
arise. A dispute regarding the amount to be paid for cigarette sales that took place in 2003 is currently being litigated.

Due From Other Governments: This receivable represents amounts due primarily from the Federal government for various
department programs.

Bonds Issued, Premium/Discount on Bonds Issued and Bond Issuance Costs: In governmental fund financial statements, the
face amount of bonds issued and related premium/discount are separately reported. Bond issuance costs are reported as
expenditures. In government-wide financial statements, the face amount of bonds issued is reported as a liability and related
premium/discount is amortized over the life of the outstanding debt and is reported as interest expense as part of functional
governmental activities expenses. Bond issuance costs are reported as expenses.

Interfund Transactions: The Commonwealth has the following types of transactions between funds, between primary
government governmental activities and business-type activities and between primary government and discretely presented
component units:

Statutory Transfers—Legally required transfers from specific Funds that subsidize receiving Fund programs are reported
when paid as “Transfers in” by the receiving Fund and as “Transfers out” by the disbursing Fund. Legally required payments
from the primary government to component unit organizations are reported when paid as governmental activities program
expenses and as either Operating Grants and Contributions or Capital Grants and Contributions by component unit
organizations. Interfund balances (amounts due from/to other funds) are reported for unremitted, due and payable,
transfers at fiscal year end. In the Statement of Activities, only transfers between governmental activities and business-type
activities are reported as transfers.

Transfers of Expenditures (Reimbursements)—Reimbursement of expenditures made by one fund for another that are
recorded as expenditures in the reimbursing fund and as a reduction of expenditures in the reimbursed fund.
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Interfund Services Provided and Used—Charges or collections for services provided by one fund to another that are recorded
as revenues of the recipient fund and expenditures or expenses of the disbursing fund are reclassified and treated as
reimbursements (above) in fund financial statements and the Statement of Activities.

Interfund balances: Interfund balances (amounts due from/to other funds) are reported for unremitted charges or
collections at fiscal year end that arise in connection with routine, ordinary governmental fund and proprietary fund
operations. The composition of the Commonwealth’s interfund receivables/payables at June 30, 2009 and transfers in/out
during the fiscal year ended June 30, 2009 are presented in Note H. Interfund balances between two governmental funds or
two proprietary funds are not reported in the Statement of Net Assets.

New Accounting Pronouncements — Adopted:

In December 2006, the GASB issued Statement No. 49, “Accounting and Financial Reporting for Pollution Remediation
Obligations.” GASB Statement No. 49 establishes recognition ‘triggers,” any one of five obligating events, and requires
governments to estimate expected outlays (expected cash flows) for pollution remediation costs at polluted sites associated
with obligating events. Pollution remediation obligations are not reported unless one or more obligating events has
occurred. The Commonwealth has adopted the standard effective July 1, 2008 and has restated and reduced previously
reported governmental activities net assets as of June 30, 2008; disclosure of such restatement is included as part of Note B
to the financial statements. Disclosures related to pollution remediation obligations are included as part of ‘Significant
Accounting Policies,’ this Note, and Note K to the financial statements.

In November 2007, the GASB issued Statement No. 52, “Land and Other Real Estate Held as Investments by Endowments.”
GASB Statement No. 52 changes how permanent and term endowments, including permanent funds, report land and other
real estate held as investments. The prior standard required reporting such investments at historic cost; the new standard
requires reporting such investments at fair value, along with several note disclosures. The Commonwealth adopted the
standard effective July 1, 2008 with no effect on the primary government or any discretely presented component units as of
and for the fiscal year ended June 30, 2009.

In December 2008, the GASB issued Technical Bulletin 2008-1, “Determining the Annual Required Contribution Adjustment
for Postemployment Benefits.” The Technical Bulletin clarifies the requirements of GASB Statement Nos. 27 and 45 for
employer governments calculating the annual required contribution adjustment. The Commonwealth adopted the standard
effective July 1, 2008 with no effect on the primary government or any discretely presented component units as of and for
the fiscal year ended June 30, 2009.

In March 2009, the GASB issued Statement No. 55, “The Hierarchy of Generally Accepted Accounting Principles for State and
Local Governments.” GASB Statement No. 55 codifies, within a GASB pronouncement, the longstanding treatment the
Commonwealth has been using and has been adopted effective March 2009 with no effect on the primary government or any
discretely presented component units as of and for the fiscal year ended June 30, 2009.

In March 2009, the GASB issued Statement No. 56, “Codification of Accounting and Financial Reporting Guidance Contained
in the AICPA Statements on Auditing Standards.” GASB Statement No. 56 codifies, within a GASB pronouncement, specific
standards issued by the American Institute of Certified Public Accountants which affect state and local government financial
statements. The Commonwealth’s longstanding treatment has been to comply with such standards and has adopted the new
GASB standard effective March 2009 with no effect on the primary government or any discretely presented component units
as of and for the fiscal year ended June 30, 2009.

New Accounting Pronouncements — To Be Adopted:

In June 2007, the GASB issued Statement No. 51, “Accounting and Financial Reporting for Intangible Assets.” GASB
Statement No. 51 clarifies pertinent provisions of GASB Statement No. 34 which address capital asset reporting requirements.
Among other things, the Commonwealth must begin to report such intangible assets as computer software, which are not
presently capitalized and amortized over varying periods of time.
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In June 2008, the GASB issued Statement No. 53, “Accounting and Financial Reporting for Derivative Instruments.” GASB
Statement No. 53 requires that derivative instruments be reported at fair value; further, periodic changes in those fair values
for investment derivatives or other derivatives which are ineffective are reported as a component of investment income. For
derivatives which are effective hedging instruments, periodic changes in fair value are deferred on statements of net assets.

In February 2009, the GASB issued Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions.”
GASB Statement No. 54 changes the existing components within governmental funds fund balances from 1) Reserved,
Unreserved and, within Unreserved, Designated and Undesignated fund balances to 2) Nonspendable and Spendable and,
within Spendable, Restricted, Committed, Assigned and Unassigned. Also, governmental funds fund type classifications are
clarified.

In December 2009, the GASB issued Statement No. 57, “OPEB Measurements by Agent Employers and Agent Multiple-
Employer Plans.” GASB Statement No. 57 amends certain current standards related to: employer accounting and reporting
for OPEB; and OPEB plan reporting. The newer requirements are intended to increase the number of employer governments
which may use the ‘alternative method’ and clarifies that the same frequency and timing of determining OPEB measures are
required for both agent multiple-employer plans and those plans’ participating employer governments.

In December 2009, the GASB issued Statement No. 58, “Accounting and Financial Reporting for Chapter 9 Bankruptcies.”
GASB Statement No. 58 establishes requirements for recognizing and measuring the effects of governments requesting
bankruptcy protection under Chapter 9 of the United States Bankruptcy Code on assets and liabilities and for classifying
changes in those items and related costs.

The new standards must be adopted as follows:

GASB Statement No. 51  Effective July 1, 2009, for financial statements for the fiscal year ending June 30, 2010.
GASB Statement No. 53  Effective July 1, 2009, for financial statements for the fiscal year ending June 30, 2010.
GASB Statement No. 54  Effective July 1, 2010, for financial statements for the fiscal year ending June 30, 2011.
GASB Statement No. 57  Effective immediately for employer alternative measurement purposes and effective
July 1, 2011 for OPEB plan financial statements for fiscal years ending June 30, 2012.
GASB Statement No. 58  Effective July 1, 2009, for financial statements for the fiscal year ending June 30, 2010.
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE B — RESTATEMENTS
Primary Government

Restatement Due to Adoption of New Accounting Standard

Effective July 1, 2008 the previously reported governmental activities net assets of $25,578,673 at June 30, 2008 are being
restated and reduced by $303,713 at July 1, 2008 as a result of implementing GASB Statement No. 49, “Accounting and
Financial Reporting for Pollution Remediation Obligations.” Aggregate pollution remediation obligations totaling $303,713
(amounts in thousands) were measured on a retroactive basis, as of June 30, 2008, during the fiscal year ended June 30, 2009
and represent the Commonwealth’s share of total site-specific estimated remediation liabilities. Additional disclosures about
pollution remediation obligations are included in Notes A and K to the financial statements.

Restatement Due to Correction of Error

Effective July 1, 2008 the previously reported fund balance of the Motor License Fund, a Special Revenue Fund, of $1,566,520
at June 30, 2008 is being corrected and increased by $30,059 to $1,596,579 (amounts in thousands) as a result of understated
commercial vehicle revenues previously reported during the fiscal years ended June 30, 2008 and 2007 related to the
Commonwealth’s share of reimbursements based on the International Registration Plan’s Clearinghouse Program.

This restatement also corrects and increases previously reported governmental activities net assets at June 30, 2009 by
$30,059. The combination of adopting GASB Statement No. 49 ($303,713 decrease) and the Motor License Fund correction
(530,059 increase) results in a net decrease of $273,654 in previously reported governmental activities net assets, to
$25,305,019 (amounts in thousands), as of July 1, 2008.

Discretely Presented Component Units

Restatement Due to Correction of Errors

Effective July 1, 2008 the previously reported net assets of the Pennsylvania Industrial Development Authority (PIDA) have
been corrected and reduced from $273,305 at June 30, 2008 to $263,664 as a result of two reporting errors in prior periods.
The first amount is $4,522 and relates to a previously unreported arbitrage interest rebate liability; the second amount is
$5,119 and relates to an overstatement of previously reported investment income. The total decrease in PIDA net assets as
of July 1, 2008 amounts to $9,641 (amounts in thousands).

As a result of this restatement, total discretely presented component unit net assets were reduced from $5,724,051 as
previously reported at June 30, 2008 to $5,714,410 as of July 1, 2008 (amounts in thousands).
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NOTE C — NET ASSETS/FUND EQUITY

Governmental Activities and Business-Type Activities Net Assets: Total Net Assets are the difference between Total Assets
and Total Liabilities reported on the Statement of Net Assets. Total Net Assets are reported in three distinct components:
Invested in capital assets, net of related debt; Restricted net assets; and Unrestricted net assets.

Invested in capital assets, net of related debt represents total capital assets less accumulated depreciation and the
outstanding liability (excluding unspent proceeds) for debt specifically related to the acquisition of the capital assets. At June
30, 2009, governmental and business-type activities, respectively, reported $22,821,832 and $78,561 in net assets invested in
capital assets, net of related debt (amounts in thousands).

Restricted net assets represents net assets amounts which are statutorily restricted based on enabling legislation; such
amounts may only be used for specific legislated purposes. All reported restricted net assets are restricted based on enabling
legislation. Governmental fund balance “designations” are not treated as restricted net assets because they represent plans
and can easily be changed. Restraints established by enabling legislation, on the other hand, are not easily changed. At June
30, 2009, governmental and business-type activities, respectively, reported $4,471,207 and $941,079 in restricted net assets.
Net assets restricted for other purposes of $58,842 and $76,573 for governmental activities and business-type activities,
respectively, at June 30, 2009 include amounts for a range of dissimilar statutory purposes (amounts in thousands).

Unrestricted net assets represents total net assets minus the totals of invested in capital assets, net of related debt and
restricted net assets. At June 30, 2009, governmental and business-type activities, respectively, reported unrestricted net
assets deficits of $4,053,146 and $403,122 (amounts in thousands).

Governmental Fund Balance Reservations: Fund balance reservations reported in governmental fund balance sheets
represent portions of governmental fund balances that are legally segregated for a specific future use or are not available for
expenditure.

The amount reserved for advances in the General Fund, $139.1 million, is applicable to advances as follows: $14.3 million to
the Purchasing Fund, an Internal Service Fund; $2.3 million to the State Workers’ Insurance Fund and $110.0 million to the
State Stores Fund, both Enterprise Funds; $2.2 million to the Motor License Fund and $10.3 million to the Pharmaceutical
Assistance Fund, both Special Revenue Funds.

The amount reserved for advances in the Hazardous Sites Cleanup Fund, a Special Revenue Fund, is applicable to a $3 million
advance to the Small Business First Fund, an Enterprise Fund.

Governmental funds reported total fund balance “other” reservations of $2,292,145 at June 30, 2009. This amount consists
of $1,375,432 reserved in the General Fund, $1,145,544 for restricted revenue and $229,888 for continuing programs;
$664,156 reserved in the Tobacco Settlement Fund for various health-related programs; $10,225 in the Motor License Fund
for transportation-related programs, and $242,332 reserved in nonmajor Funds for the following programs (amounts in
thousands):

Land reclamation and other mining operations..........cccccceeuuunee. S 31,564
Pharmaceutical @ssiStanCe.....cccoeeeeeeiiiiiiiiiiiiiiiiiieeeeeeeee, 10,455
[=Tol LT 1 o] 1R SUPN 8,325
Conservation, recycling, and economic development................. 4,302
Workers compensation.........ccueeeecueieiciiieeeeiieeeecreee e e e ree e 31,428
Hazardous materials.........ccccuveieiieeeciiee e e 36
GaMING ACHIVITIES. ..o 147,766
Total nonmajor Special Revenue programs.........ccccceeevecnvnneeen. 233,876
General State Authority maintenance in the
Capital Facilities FUNG........cooceiiieiiiiiiceceeec e 6,819
Land and water reclamation.........cccccvveeeeeieeicciiieeee e 1,637
Total nonmajor Capital Projects programs..........cccceeeeevveeeennnen. 8,456
Total nonmajor Funds other reservations..........ccccceeecvvveeenenn. S 242,332
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE C — NET ASSETS/FUND EQUITY (continued)

Governmental Funds Fund Balance Deficits: None of the governmental funds reported a fund balance deficit in the
governmental funds balance sheet at June 30, 2009.

The Capital Facilities Fund, a Capital Projects Fund, reported a deficit unreserved/undesignated fund balance of $719,990 at
June 30, 2009. In total, the Capital Facilities Fund reported a fund balance of $265,268 at June 30, 2009. The Land and Water
Development Fund, a Capital Projects Fund, reported a deficit unreserved/undesignated fund balance of $1,375 at June 30,
2009. Total Capital Projects Funds reported reservations for encumbrances of $1,067,217; other reservations of $8,456;
designations for Capital Projects of $33,527; and a deficit unreserved/undesignated fund balance of $721,365; for total
combined fund balances of $387,835 at June 30, 2009 (amounts in thousands).

Proprietary Funds Net Assets: Nonmajor Enterprise funds reported total restricted net assets for “other purposes” of
$76,573 at June 30, 2009 for the following programs: mine subsidence insurance, $64,181; vocational rehabilitation, $3,303;
and $9,089 for other programs (amounts in thousands).

Component Unit Net Assets: Net assets of most component units are restricted, consistent with enabling legislation for
component units. Net assets are restricted for purposes specifically identified by the legislation that created the component
unit entity. At June 30, 2009 the Pennsylvania Industrial Development Authority reported unrestricted net assets of $261,782
and the Commonwealth Financing Authority reported deficit unrestricted net assets of $80,765 (amounts in thousands).
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK

Authority for Deposits and Investments
Treasury Department

The deposit and investment policies of the Treasury Department are governed by Sections 301, 301.1 and 505 of the
Pennsylvania Fiscal Code (Act of 1929, P.L. 343), and Section 321.1 of the Pennsylvania Administrative Code (Act of 1929, P.L.
177, No. 175).

Treasury deposits must be held in insured depositories approved by the Board of Finance and Revenue and must be fully
collateralized. The Fiscal Code grants the Treasury Department the authority to invest in any deposits and investments. This
authority is subject, however, to the exercise of that degree of judgment and care under the circumstances then prevailing
which persons of prudence, discretion and intelligence who are familiar with such matters exercise in the management of
their own affairs not in regard to speculation but in regard to the permanent disposition of the funds considering the
probable income to be derived there from as well as the probable safety of their capital. Treasury Department deposits and
investments may include equity securities and mutual funds.

As of June 30, 2009, the Treasury Department manages the Treasury Investment Program (TIP). Practically all Commonwealth
Funds of the primary government are invested on a temporary basis in the TIP. The objectives of the TIP are preservation of
principal, liquidity, diversification and income. All investments are made in accordance with the statutory authority described
in the preceding paragraph. The TIP investment pool structure invests in both equity securities and fixed income securities to
achieve the investment objectives of the funds of the Treasury Investment Program. Asset allocation targets between equity
securities and fixed income securities are established in order to meet these overall objectives.

The TIP consists of two types of pools, currently known as The Common Investment Pool and The Treasury Liquid Asset Pool.
The Common Investment Pool consists of three portfolios as follows: the Short-Term Diversified Portfolio, which consists of
fixed income investments in a Short-Term Funds segment and a 2-Year Duration Target segment; the Mixed-Term Diversified
Portfolio, which consists of fixed income investments, including high yield, and equity investments; and the Discretionary
Assets Portfolio, which includes certain economically targeted investments deemed appropriate by the State Treasurer. The
Treasury Liquid Asset Pool is a portfolio consisting of fixed income investments with a maximum term not greater than 13
months managed by the Treasury Department.

Other Investing Organizations

Certain investing organizations have statutory authority, which is comparable to the Treasury Department ‘prudent person’
authority above. The investments of such organizations are accounted for in the following Funds: Tobacco Settlement,
Workers Compensation Security Trust, State Workers’ Insurance, Tuition Payment, Tuition Account Investment Program,
INVEST Program for Local Governments (INVEST), Statutory Liquidator, and Underground Storage Tank Indemnification
(collectively, other investing organizations). Among other things, the other investing organizations typically invest for longer
periods of time than the TIP. Therefore, the other investing organizations own, in relative terms, more intermediate or long-
term investments than the TIP. Most of the other investing organizations establish contractual arrangements with
investment managers, which identify investment objectives without providing strict limitations on ‘allowable’ investment
purchases. Most of the other investing organizations prohibit investing in certain assets, such as commodities and futures
contracts, private placements, except Section 144, limited partnerships, and corporations that are engaged in the tobacco
industry. Several of the organizations also prohibit short selling and marginal transactions. One notable exception is Tobacco
Settlement; this organization permits some or all of the previously mentioned prohibited assets and transactions as well as
foreign investments.

Pension Trust Funds

The State Employees’ Retirement System (SERS), the Deferred Compensation Program (DCP), the Public School Employees’
Retirement System (PSERS) and the Other Post Employment Benefit Investment Pool constitute combined Pension (and
Other Employee Benefit) Trust Funds (Pension Trust Funds) reported in the basic financial statements. Pension Trust Funds
avoid deposit risks; as such deposits must be authorized by the Treasury Department. Several state laws govern investment
authority for the SERS and the PSERS; such laws provide ‘prudent person’ investing authority. Allowable DCP investment
options are established by the SERS under its applicable statutory authority. A very large portion of total Pension Trust Fund
investments consists of equity securities, real estate and a wide variety of mutual funds.
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

Deposit Risks

At June 30, 2009, Treasury Department bank balances of $5,905 were subject to custodial risk because they were uninsured
and uncollateralized. In addition, $30,318 of Statutory Liquidator Fund deposits were subject to custodial credit risk because
they were uninsured and uncollateralized. The PSERS had deposits totaling $42,360 at June 30, 2009 that were not required
to be collateralized by statute or policy at M&T Bank which has a credit rating of A-/A3. None of the other investing
organizations or the Pension Trust Funds was exposed to either custodial credit risk or foreign currency risk for its deposits at
June 30, 2009 (December 31, 2008 for the State Workers’ Insurance, SERS, INVEST and DCP) (amounts in thousands).

Investment Risks

Risk Management Policies: The Treasury Department, which is responsible for the TIP, Tuition Payment and INVEST Program,
has formally adopted a written investment policy. Provisions of the written investment policy and current management of
the investments address custodial credit risk, concentration of credit risk, credit risk, interest rate risk, and foreign currency
risk. Most of the other investing organizations have adopted investment policies intended to reduce the various risks or, in
the case of foreign currency risk, to avoid it entirely. Pension Trust Fund policies avoid custodial credit risk entirely but are
exposed to credit risk, interest rate, and foreign currency risk. To a large degree, credit risk is avoided by following policies to
purchase only ‘investment grade’ securities (Baa/BBB/BBB or better). Where interest rate risk policies have been adopted,
risk is avoided by establishing maximum maturities. To a degree, the establishment of policies limiting investment purchases
from a single issuer avoids concentration risk. The individual risk policies and related disclosures are discussed in greater
detail below. Either collectively or individually, none of the five non-Treasury investing organizations subject themselves to
significantly higher risks than the Treasury Department. Based on the long-term nature of Pension Trust Fund investments,
those Funds are exposed to interest rate risk, foreign currency risk and, to a smaller degree, credit risk.

Investments by Type

At June 30, 2009 the Treasury and other investing organizations disclosed a total of $19,133,546 in investments. This consists
of 87 percent fixed income securities ($16,718,310), nearly 11 percent common stock securities ($2,131,145), and the
remaining two percent consists of private equity, annuities, foreign cash and cash equivalents, and others. The investment
types and related amounts are as follows (amounts in thousands):

Investment Type Amount
AEINATIVE. ..t S 240,954
ANNUITY oot 1,473
Asset backed securities........ccccveeeeevvverneeennnn. 118,556
Cash & cash equivalents 91,997
Certificates of deposit......c.ccceeerevveveenvercneenne 610,648
Commercial PAPer....cccccveecciieeerceeeeireesieen 2,136,755
Convertible securities.........cccevvervveecveennnennne. 778
Corporate obligations...........coceevveveniriienene 1,753,873
Derivatives.....ooovveeeee e, 3,538
EQUILY . veeieeeeeee et 2,131,145
Money Market.......cceevveeveeneeecieeneeseeeveenees 5,063,340
Mortgaged backed securities...........cccceennen. 1,045,882
673,850
4,730
Private equity...cccccoecvveeiiiiniiiieeecieeee s 113,397
Private placement.......cccccovvviiiiiiniieeiiieeenne 91,157
Repurchase agreement........ccccoeeveeviieeennnen. 1,327,792
Sovereign debt.......ccccevevieiiiiiiiiieeee e 36,533
State & municipal obligations.........c...cecceu.... 282,877
US government agency backed.................... 3,323
US government agency sponsored 1,766,971
1,633,976
$ 19,133,546
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

Custodial Credit Risk: Custodial credit risk for investments is the risk that, in the event a counterparty fails to uphold its
agreement to a transaction, with either the Treasury Department, the other investing organizations or the Pension Trust
Funds, they would not be able to recover the value of investment or collateral securities in the possession of an outside party.
In accordance with a contractual relationship between the Treasury Department and its custodial agents, substantially all
investments, where securities are used as evidence of the investment, are held by the custodians in book entry form in the
name of the Commonwealth or the custodian. The TIP, Tuition Payment and INVEST investments are insured or registered;
and the securities are held by the Treasury Department or its agent. Similarly, investments of the other investing
organizations and the Pension Trust Funds are almost always registered in the name of the Commonwealth, as the Treasury
Department is the statutory custodian for such investments. At June 30, 2009, only the Statutory Liquidator Fund owned
investment securities subject to custodial credit risk, in the amount of approximately $1.81 billion. Such securities are
neither insured nor registered and are either held by the counterparty or the counterparty’s trust department or agent but
not in the name of the Commonwealth. The investment types and related amounts are as follows (amounts in thousands):

Investment Type Amount

Asset backed securities.......coocveeeevvereiecveeeceiiieee e S 36,337
Commercial PAPEr.....coieeiereerieneentenee e 91,602
EQUITI®S..eeeeeeiie ettt 24,244
Corporate obligations........ccccevvveveenieesenieeeiesieeiene 752,986
DErIVAtIVES...evvieeeeee ettt 3,212
Mortgage backed securities........ccccecvveereescreeeceeennns 467,467
Repurchase agreements........ccceeceeeeeeeeieesceeecceeenns 120,827
State and municipal obligations.........c.ccoecveveeiiienens 5,736
U.S. TreasUNY..ccieeeeiiiireieeeee e eeeriivne e e e e e e s 213,926
U.S. government agency sponsored ........c.ccceeeeeueenne 93,817

J 0] = R, $ 1,810,154

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the magnitude of the government’s
investment in a single issuer. The Treasury Department places a 10 percent limit on the concentration of investments in any
one fixed income issuer within both the TIP, Tuition Payment and INVEST. This limitation excludes government-sponsored
enterprises (GSEs), direct obligations of the U.S. Treasury or U.S. agencies, and repurchase agreements. The Treasury
Department also places a five percent limit on the concentration of investments in one equity issuer within the Common
Investment Pool. Similarly, to a degree, the five other investing organizations limit exposure to concentration of credit risk.
Several other investing organizations have adopted policies, which allow greater than five percent of portfolios to consist of
securities issued by the U.S. Treasury. Among Treasury and other investing organizations, the following concentrations
existed as of June 30, 2009 (December 31, 2008 for the State Workers’ Insurance Fund and INVEST) (amounts in thousands):

% of Total
Issuer Name Amount Portfolio
Federated Investors................... 1,270,335 6.64%
Bank of America.......ccoeeeuvveennnee. 990,120 5.17%
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

As of and during the year ended December 31, 2008 the State Workers’ Insurance Fund owned more equity securities (at
cost) than allowed by applicable statutory authority. Act 41 of 2005 permits the State Workers’ Insurance Fund to invest in
equities (at cost) not exceeding the lesser of 1) 20 percent of the Fund’s assets or 2) the statutory surplus after discount.
Since the reported statutory surplus after discount at December 31, 2008 was negative, all equity holdings of $180 million (at
cost) at that date exceeded the allowable limit. State Workers’ Insurance Fund’s governing board has directed its investment
consultant to make recommendations to rebalance the portfolio and specify action necessary to ensure compliance with Act
41 (amounts in thousands).

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. The
credit risk of a debt instrument is measured by nationally recognized statistical rating agencies (NRSRA) such as Moody’s
Investors Service (Moody’s), Standard & Poor’s (S&P), and Fitch Ratings (Fitch). The Treasury Department requires purchases
of TIP assets to be investment grade (Baa/BBB/BBB or better) at the time of purchase. The fixed income portfolio includes a
provision for the asset allocation to allow up to 10 percent of the portfolio to be in high yield investments. These
investments, by definition, are not restricted to the investment grade requirements and include investments rated at
Ba/BB/BB or below. Generally the other investing organizations limit exposure to credit risk through policies which prevents
purchasing below investment grade (Baa/BBB/BBB or better).

At June 30, 2009 approximately $16,718,310 of total Treasury and other investing organization investments of $19,133,546
are fixed income investments, susceptible to credit quality rating; the remainder is primarily common stock ($2,131,145) and
private equity ($113,397). Of the amount susceptible to credit quality rating, $5,470,471 is rated; ratings are not available for
$11,247,839 of fixed income investments. The following tables discloses aggregate fair value, by the lowest rating obtained
by credit quality rating category, at June 30, 2009 for the Treasury Department and the other investing organizations fixed
income investments (amounts in thousands):

Moody's Investor Services Amount
S 1,389,084
13,516
80,663
45,900
96,789
633
255,815
107,300
27,502
69,490
80,094
59,349
93,906
152,232
107,659
17,401
32,569
221
24,776
9,478
4,967
3,395
532
113
103
P-doeriiiiiiii e 1,234,696
Moody's Investor Services subtotal........ $ 3,908,183
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NOTES TO FINANCIAL STATEMENTS

June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

Standard and Poor's

Amount

43,119
14,969
15,348
20,200

100,000

917,097
70,882
80,231

2,421
33,082
322
26,518
47,024
16,462
8,314
16,901
8,248
6,262
11,048
8,266
2,032
6,842
122
535
273
2,105

1,458,623

Amount

Total Rated.............coocvveeeiiiiiie e,
Unrated.........ccocoevviviieeeiiiinnnnn,

Total fixed income investments

Commonwealth of Pennsylvania
WWW.pa.gov

17,662
1,038
3,942

13,156
1,651
9,632
1,556
3,283

14,691
2,474

480
7,953
1,994
3,859
3,628

123
8,085
4,546

912
3,000

103,665

5,470,471

11,247,839

16,718,310
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

At June 30, 2009 one percent ($218,019) of fixed income investments are rated below investment grade. Approximately 67
percent ($11,247,839) of the fixed income portfolio in Treasury and other investing organizations is not rated by any of the
Nationally Recognized Securities Rating Agencies (NRSRA). Unrated Fixed Income Investments include securities that did not
have a credit rating available from a NRSRA at June 30, 2009 (December 31, 2008 for the State Workers’ Insurance Fund and
INVEST). These unrated securities include U.S. Government Obligations which were not rated by an NRSRA. They are
negotiable debt obligations of the U.S. Government secured by its full faith and credit. Also included in the Unrated Fixed
Income Investments are U.S. Government Sponsored Enterprises (GSEs). GSE securities are not normally rated and are not
explicitly backed by the full faith and credit of the U.S. Government.

The Pension Trust Funds may expose themselves to greater credit risk than Treasury Department or other investing
organizations to meet specific investment objectives. SERS and DCP fixed income securities, which are exposed to credit risk,
are rated as follows (amounts in thousands):

Moody's Investor Services® SERS DCP
S 18,680 $117,831
10,213 13,500
90,184 134,062
170,100 29,557
457,523 1,216
418,047 771
133,657 16
8,161 -
7,195 63
5,625 -
302,706 409,187
820,125 69,774
o] 7 | SRR $ 2,442,216 $ 775,977

® The Moody's rating represents all of the securities that fall within subcategories of the ratings shown in this table.
For example, a security with a rating of Bal is shown as a rating of Ba in this table.

b Represents securities that were either not rated or had a withdrawn rating. These Unrated securities include U.S.
Government Obligations which were not rated by an NRSRA. They are negotiable debt obligations of the U.S.
Government secured by its full faith and credit. Also included in the Unrated Fixed Income Investments are U.S.
Government Sponsored Agencies totaling $99,717 for SERS and $71,238 for DCP. GSE securities are not normally
rated and are not explicitly backed by the full faith and credit of the U.S. Government (amounts in thousands).
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

PSERS fixed income securities, which are subject to credit risk rating, are listed below using the rating (expressed as S&P
equivalent), available from Fitch, Moody’s, and/or S&P that indicates the greatest degree of risk at June 30, 2009 (amounts in
thousands):

a

Standard and Poor’s Equivalent Amount
AAA. ... s $ 4,434,124
AA oo e s 672,450
A e 888,204
BBB....oeeeereeete e e 812,151
BB and below... 895,804
UNFALed ..o 3,068,343
U.S. government guaranteed-.......... 1,596,060
Short-Term Investment Fund........... 4,365,142
Total.....oooeiiii e $16,732,278

®The Standard and Poor's rating represents all of the securities that fall within subcategories of the ratings shown in
this table. For example, a security with a rating of A+ is shown as a rating of A in this table.

® Unrated represents securities that were not rated by S&P; $2,529,667 in collective trust funds and $538,676 in other
investments.

© Represents securities issued by the U.S. Government and agency obligations explicitly guaranteed by the U.S.
Government and not considered to have credit risk.

Interest Rate Risk: Interest rate risk is the risk that an investment’s value will change, advantageously or adversely, due to a
change in the absolute value of interest rates. The Treasury Department measures interest rate risk using duration. To limit
Treasury’s exposure to fair value losses arising from rising interest rates, Treasury’s long-term asset allocation diversifies its
fixed income core segment between intermediate duration and longer duration strategies. Duration is a measure of an
investment’s sensitivity to changes in interest rates. The higher the duration, the greater the changes in fair value when
interest rates change. Treasury measures interest rate risk using option-adjusted duration, which takes into account
embedded options affecting cash flows. Other investing organizations use less sophisticated measurements to manage
interest rate risk; several limit the maximum term-to-maturity of investment purchases. Further, to avoid interest rate risk,
many other organizations deliberately hold a given percentage of total investments in very short-term securities to avoid the
potential need to sell such securities at a loss. At June 30, 2009, TIP and other investing organizations, excluding Statutory
Liquidator, fixed income portfolio had the following option-adjusted durations (in years) by investment type (amounts in
thousands):

Amount of Option- Amount of
Securities with Adjusted Securities with
Investment Type Duration Duration no Duration
Asset backed securities.........ccoovvveeveereenenenn S 79,594 1422 S 2,624
Cash & cash equivalents.........ccccecvvevveeveennenne 84,374 0.042 4,438
Certificates of deposit.......ccccccveevveevieenienineens 588,603 0.096 -
Commercial PaPer....c.ccevcveeieerieriieeniessieeaees 2,020,153 0.030 25,000
Convertible securities.......coccevvverveenieenieennnen. 778 1.888 -
Corporate obligations.........ccccevvercveeneenvenns 995,799 4.119 5,088
Money Market........cccceeveeieeeiieesresreeseeseeens 4,139,084 0.083 -
Mortgaged backed securities..........ccccceereennee 544,436 3.324 33,979
Private placement.......c.ccoeeeevvienieenieniieenieenns 77,332 3.476 13,826
Repurchase agreement.... 1,206,965 0.001 -
Sovereign debt........c.cceeevvenenn. 5,391 13.788 30,000
State & municipal obligations.... 38,045 6.083 239,095
US government agency backed........ 3,041 7.289 -
US government agency sponsored ............... 1,501,363 1.574 171,791
US Treasury....coucueeeeieeeeenieeenieeeesireeesvee e 1,420,332 6.160 -
Lo ] | USRI $ 12,705,290 $ 525,841
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June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL

INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

The Statutory Liquidator Fund and Tuition Account Investment Program do not use option-adjusted duration as a means of
managing interest rate risk; the following provides segmented time distribution for those Funds (amounts in thousands):

Maturesinless Maturesin  Maturesin Matures in Matures in Matures in Matures in No

Investment Type thanlYear 1to5Years 6to10Years 11to20Years 21to30 Years 31to40Years Over40Years Maturity Date Total
ARREINALIVE ..voveveevveeeeeee e S 1,176 S 1,339 S S S - S S 34,481 S 31,839 S 68,835
Annuitie - - - - - - - 1,473 1,473
Asset backed securities..........ccccvveeeirreeierrenns 21,528 1,736 2,158 9,388 1,526 - 36,336
Cash & cash equivalents.. - - - - - - 45,897 45,897
Certificates of deposit........c.ccccceevererreirirneecne 21,549 - - 496 - 22,045
Commercial paper........... 90,379 732 490 - - - - - 91,601
Corporate bonds & notes...........ocvvivriinnines 85,006 271,667 241,946 7,905 8,732 23,382 20,280 94,068 752,986
Derivatives.......coeeereeeeeeeneennes 3,212 - - - - - - - 3,212
Money market... - - 299 - - 98,399 284 782,563 881,545
Mortgage backed securities 510 5,885 14,080 16,881 327,237 93,176 9,697 - 467,466
Mutual fund - - - - - - - 126,217 126,217
Preferred stocks - 1,092 1,092
Repurchase agreement... 120,827 - - 120,827
Sovereign debt........cccoceruriennnn - 1,142 - - 1,142
State & Muncipal obligations...........cccoeceenenne - - 3,911 1,825 5,736
U.S. Government agency sponsored. 41,973 46,607 5,237 - - 93,817
U, S. Treasury. . 95,236 62,911 51,177 - 4,602 - - - 213,926

TOtAL o $ 459,868 $411811 $ 318876 $ 28769 $ 350455 $ 216483 $ 64,742 $ 1,083,149 $ 2,934,153

Based on specific investment objectives, the Pension Trust Funds may expose themselves to greater interest rate risk than

Treasury Department or other investing organizations.

Several investment choices, which may be selected by Deferred

Compensation Program participants, include the Stable Value Account, Aggregate Bond Index, and U.S. Tactical Asset Allocation

Fund, include a variety of fixed income securities.

Each Pension Trust Fund uses option-adjusted duration (in years) as a
measure of interest rate risk, as follows (amounts in thousands):

SERS DCP

Option- Option-

SERS DCP Adjusted Adjusted

Investment Type Amount Amount Duration Duration
Asset backed securities.......ccooeevveeeveveeerennnn. S 6,368 S 25,764 1.80 1.70
Corporate obligations 842,393 178,219 3.40 4.50
Mortgage backed securities......c.cccccevverennnnen.. 74,847 405,249 2.50 3.40
Other iNVesStMeNts™.......oc.ovvenrereeeineeeerineneneens 491,736 - N/A N/A
Sovereign debt.......cccovveveceveieeeeee e, 416,921 10,326 4.60 5.90
Treasury Investment Program...........cccuvvvvenee 820,125 69,791 0.10 0.10
U.S. government agency ......cccceeeeeveeeennn. 1,262,227 122,800 3.30 3.90
U.S. government sponsored enterprises...... 30,361 71,237 1.80 2.90
U.S. private placements 200,832 13,858 2.90 2.20

L0 ] | SR $4,145,810 $ 897,245

0Other Investments represents certain SERS securities with maturities ranging through 2024 and the value of swap agreements as

of December 31, 2008.

Commonwealth of Pennsylvania
WWW.pa.gov

83

Governor's Office of the Budget
www.budget.state.pa.us



NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

PSERS:
Option-Adjusted
Investment Type Amount Duration
Domestic mortgage-backed securities........cccceveveveieiennns S 3,740,617 1.7
U.S. government and agency obligations.........ccccccvvveeeennn. 1,416,505 3.6
Domestic corporate and taxable municipal bonds.............. 2,271,173 3.0
Miscellaneous domestic fixed inCOMe.....ccceevvveevvveeerererennnee. 456,144 0.4
Fixed income collective trust funds........c.ccoeeveeeevvveeeeeenenns 2,529,667 4.3
International fixed income 919,443 3.8
PSERS Short-Term Investment Fund 4,365,142 0.1
TORAL .. v e $ 15,698,691

Fixed income investment managers enter into futures contracts to adjust the durations of their portfolios as a whole. In total,
futures contracts have adjusted PSERS’ total fixed income and Short-Term Investment Fund portfolio duration upward by 0.1 at
June 30, 2009.

Foreign Currency Risk: Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of
an investment. The Treasury Department’s policy requires all investments to be denominated in U.S. dollars, issued under
U.S. laws and regulations, designed for U.S. investors, and traded in U.S. markets. Among the other investing organizations,
the Tobacco Settlement Fund and the Tuition Payment Fund are authorized to purchase securities denominated in a foreign
currency. At June 30, 2009, the Tobacco Settlement Fund reported $83.5 million and the Tuition Payment Fund reported
$32.3 million of foreign currency-denominated holdings. The foreign currency holdings make up nearly 4.5 percent of the
Tuition Payment Fund’s total investment portfolio and nearly 7.3 percent of the Tobacco Settlement Fund’s total investment
portfolio. The amounts invested, by currency, are as follows (amounts in thousands):

Short Term Private

Foreign Currency Holdings Equities Equity Total
EUMO..cctveeecree et S 121 S 36,697 S 2,366 S 39,184
Japanese yen.....ccccceveeeeannnnn. 31 18,364 - 18,395
British pound sterling.......... 64 18,244 - 18,308
SWiSS franC......coveueeeeevieinnes 34 7,661 - 7,695
Canadian dollar.................... 120 7,390 - 7,510
Hong Kong dollar................. 61 7,125 - 7,186
Australian dollar................... 15 4,920 - 4,935
Danish krone..........ceeveeeeeee... - 2,793 - 2,793
Swedish krona.........cccuue.e..e. 8 2,436 - 2,444
Brazil real........ooeveeeeeeeennnnnnn. 5 1,279 - 1,284
Norwegian krone................. - 1,211 - 1,211
South Korean won............... 7 1,161 - 1,168
Singapore dollar................... 2 1,147 - 1,149
Mexican peso........cccceeeeeunnee - 717 - 717
South African rand............... - 637 - 637
New Turkish lira.......ccccveenne - 572 - 572
Czech koruma.......ccccuveeeneee. - 211 - 211
Thailand baht....................... 4 173 - 177
Israeli shekel..........ccueeeun.e.. - 134 - 134
Indonesian rupian................ - 60 - 60

Total.......oooooiiiiiiniee, $ 472 $ 112,932 $ 2,366 $ 115,770
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June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

Each Pension Trust Fund is exposed to foreign currency risk as part of meeting specific investing objectives or allocations

among different classes of investments.

December 31, 2008 as follows (amounts in thousands):

The SERS is exposed to foreign currency risk primarily for equity securities at

Short Term Alternative
Foreign Currency Investments® Fixed Income Equity Real Estate Investments Total

EUMOm $ 7,367 $ 4772 604,864 S 21,801 ¢ 274,218 $ 913,022
Japanese yen.......ccceveeeiiieniiieiiieees 4,682 387,330 43,936 435,948
British pound sterling...........cccccevenins 3,862 115 363,715 10,464 - 378,156
SWISS FranC....eoererveneenienieeeeeseseene 1,958 169,743 2,079 173,780
Hong Kong dollar.........ccecvvvevevveneennen, 736 - 139,820 31,040 - 171,596
Australian dollar.........cccceevvvveiiveeeennnn. 454 40,726 21,899 63,079
South Korean won........c.ccoeeeeveenieenienne 3 - 58,033 58,036
Brazil real.....cocceeveveeenieneeneeieeeeies 713 18,423 25,114 506 - 44,756
South African rand........ccccceeeveeveeneens 1,297 15,584 19,798 - - 36,679
New Taiwan dollar.........ccccceeevveeeeennnes 820 32,609 33,429
Singapore dollar.......ccccccveeieneeciienenen. 146 - 22,361 6,010 28,517
Thailand baht........ccocoveiiniieieee 1,144 11,496 11,830 24,470
Swedish krona........cccccovviiiiciinicnnes 532 - 18,997 2,316 1,761 23,606
Canadian dollar.........cceeeeeveevceeenneennns 6 4,829 11,175 3,696 19,706
Mexican NeW PesO.......ccceererveereeerrunenns 645 14,729 4,237 - - 19,611
Polish zIoty........ooveveeneeieiieeieeeeee 619 18,175 735 - - 19,529
Indian rupee......ccceeveeveeeeereenienieniene 110 - 17,731 - - 17,841
Other Currencies........cccceeeeeecvveeeeeeecnnns 2,293 38,670 62,401 - - 103,364

TOtal ..o $ 27,387 $ 126,793 $ 1,991,219 $ 143,747 $ 275,979 $ 2,565,125

®Includes receivables and payables as of December 31, 2008 for securities sold and purchased.

One of several investing choices that may be selected by DCP participants is the European, Australian and Far East (EAFE)
Equity Index Fund, which owns international equities and is managed by an external manager. The EAFE Equity Index Fund
within the DCP seeks to track the more than 1,000 foreign stocks representing established companies in 21 countries located
in Western Europe and the Pacific Rim that are a part of the Morgan Stanley Capital International EAFE Index. At December
31, 2008, the DCP had the following currency exposures related to equity securities (amounts in thousands):

Commonwealth of Pennsylvania
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Foreign Currency

Fair Value

British pound sterling.............
Japaneseyen...........cccceeeeen.
SWiss franC.....ccceevcveeeeciieeenns
Australian dollar.....................
Hong Kong dollar....................
Swedish krona..........cccoeeennes
Singapore dollar.....................
Norwegian krone....................
Danish krone........ccccecvevennneee.
New Zealand dollar................

85

20,148
12,689
16,213
5,364
3,817
1,275
1,289
672
385
547
1,617

$ 64,016
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

The PSERS is exposed to foreign currency risk for equity and other securities as follows (amounts in thousands):

Alternative
Investments and
Foreign Currency Equity Fixed Income Real Estate Short-term* Total

EUFO. ittt S 1,047,301 S 269,565 S 1,247,221 $ 92,495 $ 2,656,582
Japanese Yen......cccceccveeeeecieee e 1,254,289 55,862 - 182,435 1,492,586
British pound sterling ..........cccccvveeene. 1,078,529 31,998 6,776 86,898 1,204,201
Hong Kong dollar.......ccceeeeuveeeviieennnnns 566,206 - - 2,429 568,635
Australian dollar.......ccceeevvieeeiiinennnnns 347,456 1,879 - 44,524 393,859
VS (= 1 (o 378,039 - - (3,390) 374,649
Canadian dollar 407,085 2,761 4,304 (41,540) 372,610
South African rand..........ccceeeeeeeeeennn. 167,544 - - 51,311 218,855
Brazil real.......cccoeccvvveeeviieeeieee e, 124,471 17,867 - 25,069 167,407
Indian rupee.....ccceeeeeecveeeinieeeeeieeene 109,516 314 - 44,161 153,991
Other currencies.......cccovveveeeeeeeiiinnns 886,940 89,209 - (63,368) 912,781

L] =1 $ 6,367,376  $ 469,455 $ 1,258,301  $ 421,024 $ 8,516,156

* Includes investment receivables and payables.

Securities Lending Program

The Treasury Department provides a securities lending program in which the various investments under custody of the
Treasury Department participate. A contract between the Treasury Department and its custodian, acting as a lending agent,
provides that the custodian lends securities owned by the participants to independent brokers, dealers and banks, acting as
borrowers in exchange for collateral.

Lending agreements between the custodian and the borrowers require that the custodian receive collateral from the
borrowers in exchange for the securities lent. Securities lent consist of both domestic and foreign equity securities and U.S.
Treasury and foreign debt obligations. For securities lent which are not denominated in U.S. dollars or whose primary trading
market is located outside the U.S., the fair value of collateral received must be at least 105 percent of the fair value of the
securities lent. For all other securities lent, the fair value of the collateral received must be at least 102 percent. Practically
all collateral received consists of cash. A small portion of collateral received consists of letters of credit, U.S. Treasury,
corporate and/or foreign debt obligations. Collateral is marked to market daily. Additional collateral from borrowers is
required if the fair value of the collateral received declines below lending agreement requirements. The lending agent
cannot pledge or sell collateral securities received unless the borrower defaults. Accordingly, neither collateral securities
received from borrowers nor the related obligations to borrowers are reported.

To the extent collateral received consists of cash, the lending agent may use or invest the cash in accordance with
reinvestment guidelines approved by the Treasury Department. Either the participant or the borrower may terminate
lending agreements on demand. Lending agreements are typically of very short duration — usually overnight. Therefore, the
duration of lending agreements do not generally match the maturities of the investments made with the cash collateral. The
resulting rate risk is mitigated by the lending agent’s ability to reallocate lending agreements among program participants.

The program requires that the lending agent indemnify the Treasury Department for all claims, liabilities and costs resulting
from the lending agent’s negligence or intentional misconduct. During the fiscal year ended June 30, 2009 (December 31,
2008 for the State Workers Insurance Fund (SWIF) and the State Employees’ Retirement System (SERS)), there were no
failures by any borrower to return securities lent or pay distributions thereon. Also, there were no losses resulting from a
lending agent or borrower default and there were no Treasury Department restrictions on the amount of the loans that could
be made.
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

During the fiscal year ended June 30, 2009, the Securities Lending Program suffered investment losses in the amount of
$133,428 due to the financial failure of an issuer of a security held in the securities lending collateral pool. At the time of
acquisition, the security was highly rated and in compliance with Treasury investment policies. Consequently, Treasury
revised the investment policy to prevent future losses.

At June 30, 2009 (December 31, 2008 for the SWIF and the SERS), there was no Treasury Department or participant credit risk
to the borrowers because the fair value of collateral received was greater than the fair value of the securities lent, consistent
with the lending agreements outstanding. The total fair value of the securities lent, along with the type of investments lent,
were as follows (amounts in thousands):

U.S.
uU.s. Government
Securities Treasury Agency Corporate Sovereign  Exchange

Lent Amount Obligations  Sponsored Obligations Equities Debt Traded
Tobacco Settlement FUNd............ccoeeieiiiiiiieccrieees $ 103,732 S 74,170 S 18,768 S 1,160 $ 9,634 S - S -
State Lottery Fund................. 2,142 2,142 - - - - -
State Workers Insurance Fund.. 499,314 445,961 35,979 11,646 5,728 -
Tuition Payment Fund...........ccccoceveninnninne 192,375 48,725 8,091 4,640 32,345 - 98,574
Workers Compensation Security Trust Fund..... 94,408 83,452 2,402 4,103 4,451 -
Underground Storage Tank Indemnification............... 8,915 6,913 - 697 366 - 939
Other Postemployment Benefits Investment Pool...... 37,776 - - - - - 37,776
State Employees' Retirement System.........c.ccecevuenuene 840,667 126,028 5,416 57,305 645,336 6,582
Public School Employees' Retirement System............. 2,109,420 199,529 22,143 191,598 1,605,745 36,613 53,792
Treasury Investment Program.........ccceecvveeviiieennnennnne 603,502 153,672 37,659 52,558 129,292 - 230,321

Financial Instruments with Off-Balance Sheet Risk

Tobacco Settlement Fund

The Tobacco Settlement Fund enters into derivatives and structured instruments primarily to enhance the performance and
reduce the volatility of its investment portfolio. It enters into futures contracts to gain or hedge exposure to certain
investment markets and to manage interest rate risk.

Futures contracts are standardized, exchange-traded contracts to purchase or sell a specific financial instrument at a
predetermined price. Gains and losses on futures contracts are settled daily based on a notional (underlying) principal value
and do not involve an actual transfer of the specific instrument. Because of daily settlement, the futures contracts have no
fair value.

The Tobacco Settlement Fund has entered into certain futures contracts maturing through March 2011. The notional value of
these contracts at June 30, 2009 is as follows (amounts in thousands):

Purchase Sell

Futures Contract Contracts Contracts

U.S. Treasury futures.... S 7,706 S (4,670)
Eurodollar futures......... 17,139 -
S&P 500 futures............. 42,800 -
U.S. Bond.....cceeeevenrnene. 1,538 -
Euro stock.......cceeveeenee. 101 -
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

Statutory Liquidator Fund

The Statutory Liquidator Fund enters into derivatives and structured instruments primarily to enhance the performance and
reduce volatility of its investment portfolio. It enters into futures contracts to gain or hedge exposure to certain investment
markets and to manage interest rate risk.

Futures contracts are standardized, exchange-traded contracts to purchase or sell a specific financial instrument at a
predetermined price. Gains and losses on futures contracts are settled daily based on a notional (underlying) principal value
and do not involve an actual transfer of the specific instrument. Because of daily settlement, the futures contracts have no
fair value.

The Statutory Liquidator Fund has entered into certain futures contracts maturing through June 2010. The notional value of
these contracts at June 30, 2008 is as follows (amounts in thousands):

Buy Sell
Futures Contract Contracts Contracts
Eurodollar futures.....cccceeeveeene.. S 60,032 S -
Fixed income futures.........ccccuu.... 62,544 -

State Employees’ Retirement System (SERS)

The SERS enters into certain derivative and structured financial instruments primarily to enhance the performance and
reduce the volatility of its investment portfolio. It enters into foreign exchange contracts and foreign currency options
contracts to hedge foreign currency exposure, futures contracts to gain or hedge exposure to certain equity markets and to
manage interest rate risk, and swaps to gain broad equity exposure, as well as hedge against the effects of inflation.

Purchase Unrealized Sell Unrealized
Foreign exchange contracts are agreements to _Foreign Currency Contracts Gain/(Loss) Contracts ~ Gain/(Loss)
exchange the currency of one country for the EUrO..iiiiiiiiinnnns S 18392 $§ 1,302 $ 35576 S 1,918
currency of another country at an agreed-upon  Brazil real......cococueeceec 16,139 (179) 4,131 93
price and settlement date. The SERS uses these singaporedollar... 13,433 (128) 6,846 (132)
contracts primarily to hedge the currency chineseyuan renminb.... 13,375 (87) 4,608 72
exposure of its |nte.rnat|onal investments. To Malaysian ringgit......... 11,804 218 1,846 (53)
reduce the risk of counterparty )
X Mexican new peso........... 8,125 (488) 8,901 294
nonperformance, the SERS generally enters into australian dollar 6 694 (L151) 3154 5)
these contracts with institutions regarded as . oo ’ ’ !
meeting high standards of credit worthiness, 'm@onesianrupian....... 6,319 18 1774 2)
The unrealized gain/loss on contracts is included ~ British pound sterling.... 5,338 (1,126) 15,018 3,297
in the SERS’ net assets and represents the fair New Turkishlira............. 4,811 141 - -
value of the contracts on December 31. At Czechkoruna.............. 4,661 183 4,661 (26)
December 31, 2008, the SERS had contracts to  Chilean peso....ccccoooo..... 4,254 (200) N B
purchase and sell, by major foreign currency, as  Russian rubelo..nnn.... 4,007 (1,429) 3,577 384
follows (amounts in thousands): Thailand bahte.. 3338 (29) 2446 (26)
Polish zloty.... 2,975 (168) 3,980 301
Columbian peso............... 2,192 90 1,881 (103)
Peruvian nuevo sol.......... 2,123 (47) -
Philippines peso.............. 1,294 (54) 1,303 (23)
SWiss franCuevvivurnnnnn. 1,077 (21) 4,990 91
Other currencies.............. 2,043 90 17,189 (1,243)
L1 7: — $132394 $ (3,065)  $121881 $4,837
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

Futures contracts are standardized, exchange-traded contracts to purchase or sell a specific financial instrument at a
predetermined price. Gains and losses on futures contracts are settled daily based on a notional (underlying) principal value
and do not involve an actual transfer of the specific instrument. Because of daily settlement, the futures contracts have no
fair value.

The SERS has entered into certain futures contracts maturing through December 14, 2009. The notional value of these
contracts at December 31, 2008 is as follows (amounts in thousands):

Purchase Sell
Futures Contract Type Contracts Contracts
U.S. Treasury ... eeneeenns S 194,137 S -
Eurodollar.......ccceveceveiveeceecnnnns 143,441 -
S&P Midcap....cccueuererecnenennen. - 58,286

The exchange on which futures contracts are traded assumes the counterparty risk and generally requires margin payments
to minimize such risk. The SERS pledges investment securities to provide the initial margin requirements on the futures
contracts it buys.

Swap agreements provide for periodic payments between parties based on the change in value of underlying assets, indexes,
rates, or credit worthiness. During 2008, the SERS entered into various types of swaps: commodity, S&P 500 total return,
Russell 2000, MSCI EAFE, MSCI Emerging Market Free (EMF), credit default, and interest rate. Under the commodity swap
arrangements, the SERS receives the net return of the Goldman Sachs Commodity Index from the swap counterparty in
return for a spread, which the SERS pays to the counterparty. The commodity swaps are used as an inflation hedge and settle
on a monthly basis. The S&P 500 total return swaps, Russell 2000 swaps, MSCI EAFE swaps, and MSCI EMF swaps are used to
gain broad equity exposure. Under those arrangements, the SERS receives the return of the respective equity indices in
exchange for a short-term rate plus a spread. The SERS uses contracts with multiple counterparties as well as collateral
posting requirements to manage its counterparty credit risk. The contracts have varying maturity dates ranging from
February 27, 2009 through December 31, 2009. Credit default swaps are agreements with counterparties to either purchase
or sell credit protection. The SERS’ advisors use credit default swaps to either increase or decrease credit exposure to certain
credit markets. Interest rate swaps are over-the-counter contracts that allow counterparties to exchange a fixed rate liability
for a floating rate liability. The SERS uses interest rate swaps as a cost-effective way of gaining exposure to certain sectors of
the fixed income market.

The table below presents the SERS’ swap exposure at December 31, 2008 (amounts in thousands):

Swap Type Notional Value Receivable/(Payable)
S&P 500 Total Return Index............. S 1,484,908 S (363,123)
MSCI-EAFE IndeX.....coevveereveecrecreenee. 1,270,215 (467,621)
MSCI EMF Total Return Index.......... 39,275 2,994
Russell 2000 INdeX....cccceevvevvveeriereeenes 112,386 (38,880)
Interest Rate.....ccccevveeceveeceeeieccinee 170,000 6,886
Credit Default.......cccovivereniirecenenne, 57,300 (11,614)
Lehman Brothers Aggregate............ 40,000 1,228

The SERS mitigates its legal risk on investment holdings, including the previously discussed instruments, by carefully selecting
portfolio managers and extensively reviewing their documentation. It manages its exposure to market risk within risk limits
set by management.

Commonwealth of Pennsylvania 89 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

The SERS also indirectly holds foreign exchange contracts, futures contracts, and certain swap contracts through its
investments in collective trust funds. Those collective trust funds invest in those investments directly and indirectly (through
a securities lending collateral pool), to hedge foreign exchange exposure, to synthetically create equity-like returns, and to
manage interest rate risk by altering the average life of the investment portfolio.

Deferred Compensation Program (DCP)

The DCP, through the Barclays Global Investors (BGl) managed accounts, indirectly holds certain derivative financial
instruments. Certain accounts directly participate in futures contracts, which are standardized, exchanged-traded contracts
to purchase or sell a specific financial instrument at a predetermined price. The accounts enter into future contracts to gain
exposure to certain equity markets. In those accounts where the use of futures contracts is permitted, BGI limits the account
positions to a small amount of the account’s total assets, subject to each account’s investment and credit risk guidelines. The
exchange on which the futures are traded assumes counterparty risk and generally requires margin payments to minimize
such risk.

The BGIl-managed accounts may also indirectly hold foreign exchange contracts, futures contracts, and certain swap contracts
through a securities lending collateral pool. Those instruments are held to create “synthetic cash transactions.” Generally,
synthetic cash transactions involve investing in one or more instruments that taken either individually or together have an
interest rate, credit, or liquidity exposure similar to that of a conventional money market instrument. This may be so even
though none of the individual instruments themselves have a money market risk profile. Foreign exchange contracts are
agreements to exchange the currency of one country for the currency of another country at an agreed-upon price and
settlement date. Swap agreements provide for periodic payments between parties based on the net difference in the cash
flows of underlying assets, indexes, or rates. To reduce the risk of counterparty nonperformance, the collateral pool
generally enters into these contracts with institutions regarded as meeting high standards of credit worthiness.

BGI mitigates its legal risk related to derivative financial instruments by using them only in the accounts for which they are
authorized. BGI manages its exposure to market risk within risk limits set for the accounts by buying or selling instruments or
entering into offsetting positions. The following table discloses the futures contracts held and the derivatives held indirectly
in the security lending collateral pool as of December 31, 2008 (amounts in thousands):

Notional Value

Equity Index Fund

U (U Y30 [T =To1 6 AV 4= (o TR S 10,968

Derivatives held indirectly in security lending cash collateral funds.......... 12,013
Extended Market Fund

Futures direCtly Neld.......oco ettt 5,388

Derivatives held indirectly in security lending cash collateral funds.......... 8,168
EAFE Equity Index Fund

Futures direCtly held... ..o 4,468

Derivatives held indirectly in security lending cash collateral funds........... 1,856

Public School Employees’ Retirement System (PSERS)

The PSERS enters into a variety of financial contracts, which include options and futures. The PSERS also enters into foreign
exchange positions, such as forward and spot contracts to obtain or hedge foreign currency exposure; swap agreements to
gain exposure to certain sectors of the equity and fixed income markets; collateralized mortgage obligations (CMOs); other
forward contracts, and U.S. Treasury STRIPS. The PSERS is not a dealer, but an end-user of these instruments. The contracts
are used primarily to enhance investment performance and reduce the volatility of the investment portfolio. The PSERS is
exposed to credit risk in the event of non-performance by counterparties to financial instruments. The PSERS generally
enters into transactions only with high quality institutions. Legal risk is mitigated through selection of executing brokers and
review of all documentation. The PSERS is exposed to market risk, the risk that future changes in market conditions may

Commonwealth of Pennsylvania 90 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

make an instrument less valuable. Exposure to market risk is managed in accordance with risk limits set by senior
management, through buying or selling instruments or entering into offsetting positions.

The notional or contractual amounts of derivatives indicate the extent of the PSERS’ involvement in the various types and
uses of derivative financial instruments and do not measure the PSERS’ exposure to credit or market risks and do not
necessarily represent amounts exchanged by the parties. The amounts exchanged are determined by reference to the
notional amounts and the other terms of the derivatives.

The following table summarizes the aggregate notional or contractual amounts for the PSERS’ derivative financial instruments
at June 30, 2009 (amounts in thousands):

Type of Derivative Notional Value
Futures contracts — loNg.......cceeeeeveieveecierieecce e eceee e S 3,310,264
Futures contracts — short... 1,806,480
Foreign exchange forward and spot contracts, gross......... 6,266,360
Options — calls purchased..........cccceeveiiiieceiecece e 1,198,018
Options — puts purchased 766,916
Options — calls SOId.......ceeeeevieceeeeeece e e 972,583
Options — PULS SOId....c.coieireeireerreee e e 827,220
Swaps — total return type... 3,658,970
SWaPSs — INterest rate.....cuuicce e e 1,382,764

Futures contracts are contracts in which the buyer agrees to purchase and the seller agrees to make delivery of a specific
financial instrument at a predetermined date and price. Gains and losses on futures contracts are settled daily based on a
notional (underlying) principal value and do not involve an actual transfer of the specific instrument. Futures contracts are
standardized and are traded on exchanges. The exchange assumes the risk that a counterparty will not pay and generally
requires margin payments to minimize such risk. In addition, the PSERS enters into short sales, sales of securities it does not
presently own, to neutralize the market risk of certain equity positions. Initial margin requirements on futures contracts and
collateral for short sales are provided by investment securities pledged as collateral and by cash held by various brokers.
Although the PSERS has the right to access individual pledged securities, it must maintain the amount pledged by substituting
other securities for those accessed. The value of securities pledged and the amount of cash held at June 30, 2009 represent a
restriction on the amount of assets available as of fiscal year-end to use for other purposes.

Option contracts provide the option purchaser with the right, but not the obligation, to buy or sell the underlying security at a
set price during a period or at a specified date. The option writer is obligated to buy or sell the underlying security if the
option purchaser chooses to exercise the option. The PSERS generally uses exchange listed currency, index, stock, and
futures options. The PSERS has authorized an investment manager to write covered call stock index option spreads up to a
notional amount of $1.5 billion.

Foreign exchange contracts involve an agreement to exchange the currency of one country for the currency of another
country at an agreed-upon price and settlement date. The $6,266 million of foreign currency contracts outstanding at June
30, 2009 consist of “buy” contracts, which represent the U.S. dollar equivalents of commitments to purchase foreign
currencies of $3,610 million and “sell” contracts, which represent U.S. dollar equivalents of commitments to sell foreign
currencies of $2,656 million. The unrealized loss on contracts of $10 million at June 30, 2009 is included in the PSERS’
Statement of Plan Net Assets and represents the fair value of the contracts. The PSERS has authorized an investment
manager to manage a currency hedge portfolio consisting of foreign exchange spot and forward contracts, currency futures,
and currency options to hedge up to a notional amount of $3.8 billion of the MSCI EAFE Index currencies to U.S. dollars.

Swap agreements provide for periodic payments at predetermined future dates between parties based on the change in
value of underlying securities, indexes or interest rates. During the fiscal year ended June 30, 2009, the PSERS entered into
total return type swaps and interest rate swaps. Under the total return type swap arrangements, the PSERS receives the net
return of certain equity securities or indices in exchange for a short-term rate minus a spread or a predetermined fixed
charge. The receivable on the total return type swap contracts of $32.5 million at June 30, 2009 is included in the Statement
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NOTE D — DEPOSITS, INVESTMENTS AND FINANCIAL
INSTRUMENTS WITH OFF-BALANCE SHEET RISK (continued)

of Plan Net Assets and represents the fair value of the contracts. The contracts have varying maturity dates which range from
July 15, 2009 to May 28, 2010. Interest rate swap agreements involve the exchange by the PSERS with another party of their
respective commitments to pay or receive interest, e.g. an exchange of floating rate payments for fixed rate payments with
respect to a notional amount of principal. The PSERS uses interest rate swaps as the most cost-effective way to gain
exposure to certain sectors of the fixed income markets. The receivable on the interest rate swap contracts of $10.3 million
at June 30, 2009 is included in the Statement of Plan Net Assets and represents the fair value of the contracts. The contracts
have varying maturity dates which range from October 31, 2009 to April 1, 2010.

The PSERS also invests in mortgage-backed securities (MBS) such as CMOs and MBS forward contracts to maximize yields.
These securities are sensitive to prepayments of mortgages, which may result from a decrease in interest rates. The MBS
forward contracts are subject to credit risk in the event of nonperformance by counterparties. The fair value of CMOs at June
30, 2009 is $2.3 billion.

The PSERS invests in U.S. Treasury STRIPS, which essentially act as zero coupon bonds and are subject to market volatility
from an increase or decrease in interest rates.

Through certain collective trust funds, the PSERS also indirectly holds various derivative financial instruments. The collective
trust funds invest in futures and options thereon; forward foreign currency contracts; options; interest rate, currency, equity,
index, and total return swaps; interest-only STRIPS; and CMOs, to enhance the performance and reduce the volatility of their
investment portfolios.

Discretely Presented Component Units
Authority for Deposits and Investments

Component unit organizations typically control receipt and disbursement of their own deposits, often through a trustee.
Enabling legislation provides varying authority for investments; several component unit organizations participate in the TIP.

Deposit Risks

At June 30, 2009, the Pennsylvania Higher Education Assistance Agency (PHEAA) had $15,700 of deposits with financial
institutions in excess of federal depository insurance limits that were uninsured and collateralized following an agreement to
pledge assets on a pooled basis to secure public deposits in Pennsylvania. All collateral on deposits is held by the participating
financial institution’s trust department and is not held in the PHEAA’s name. The Pennsylvania Housing Finance Agency
(PHFA) had $44,699 of cash deposits that were uninsured and collateralized with securities held by the pledging financial
institution, its trust department or agent, but not in the PHFA’s name. Commonwealth Financing Authority had $466,064 of
deposits that were uninsured and collateralized with securities held by the pledging bank’s trust department not in the
Authority’s name. The State System of Higher Education had $749 of uninsured and uncollateralized deposits; and $9,255 of
uninsured and uncollateralized deposits, but covered under the collateralization provisions of the Commonwealth of
Pennsylvania Act 72 of 1971, as amended. The Philadelphia Regional Port Authority had $2,788 of deposits uninsured but
collateralized by the financial institution and $1 in deposits that were uncollateralized. The Pennsylvania Infrastructure
Investment Authority (PIIA) had $332 in deposits that were uninsured and collateralized with securities held by the pledging
financial institution’s trust department or agent but not in the PIIA’s name. The Insurance Fraud Prevention Authority had
deposits of $86 that were uncollateralized (amounts in thousands).

Investment Risks

Risk Management Policies: At June 30, 2009 component unit policies for certain risks are established by governing boards;
policies for the Pennsylvania Turnpike Commission are established by its bond indentures. Most of the organizations’ policies
address credit quality risk by establishing minimum NRSRA ratings for allowable investment purchases. Concentration of
credit risk is also avoided by most of the organizations by limiting the concentration of investments in any one issuer. Some
organizations have policies in place that prohibit a certain percent of the overall portfolio, whereas others determine
concentration limits based on security type. Custodial credit risk is typically avoided through registration. The Pennsylvania
Higher Education Assistance Agency investment policy does not include requirements that limit its exposure to custodial
credit risk.
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Investments by Type

Investment Type Amount
At June 30, 2009 the discretely presently component units reported total  \oney market mutual funds.........o....... $ 1,080,704
temporary investments of $1,604,685 and long-term investments of U.S. Government agency obligations...... 770,799
$1,605,529, including securities lending collateral of $77,566. Excluding
securities lending collateral balances, reported investments amount to Treasurylnves.tmént PIOGTAM.ce 530,484
$3,132,648. Due to financial statement reporting/note disclosure Corporate Obligations......wwwurree 328,756
category differences, total investments disclosed amount to $3,463,201, Guaranteed investment contracts.......... 236,231
Over 99 percent of this amount represents fixed income securities ~Mortgage backed securities................... 168,785
($3,443,071); the remainder consists of equity/balanced mutual funds Commercial paper.......coconiineiiniiinne, 152,068
($17,946), common stock ($1,852) and cash equivalents ($332). The U.S. Treasury obligations........c.....ccooeveve. 65,750
investment types and related amounts are as follows (in thousands): Repurchase agreements.................. 27,146
Asset-backed securities.........cuvevirenen. 23,837
Municipal bonds 19,861
Equity/balanced mutual funds 17,946
Certificates of deposit 17,704
INVEST Program..... 9,705
GNMA mortgages 1,677
Fixed income mutual funds.................... 3,564
Common stock....... 1,852
Cash equivalents 332
Total investments by type.........ccc.vvevene. $ 3463201

Custodial Credit Risk: Custodial credit risk for investments is the risk that, in the event a counterparty fails to uphold its
agreement to a transaction, with any of the discretely presented component units, they would not be able to recover the
value of investment or collateral securities in the possession of an outside party. At June 30, 2009 the Pennsylvania Higher
Education Assistance Agency owned $55,633 in commercial paper subject to custodial credit risk that were held by the same
counterparty that was used to buy the securities (amounts in thousands).

Concentration of Credit Risk: Concentration of credit risk is the risk of loss attributed to the magnitude of the organizations’
investment in a single issuer. Several of the organizations limit concentration to five percent or more of their total
investments, with the exception of U.S. Treasury and U.S. Government Agencies. The State System of Higher Education has
policies that do not limit the concentration in any single issuer for corporate bonds, collateralized mortgage obligations, and
asset-backed securities. The Pennsylvania Housing Finance Agency has not established a formal concentration risk policy. The
following concentrations existed as of June 30, 2009 (May 31, 2009 for the Pennsylvania Turnpike Commission) (amounts in
thousands):

PA Higher
Education PA Industrial
PA Turnpike Assistance Development
Issuer Name Commission Agency Authority
Federal Home Loan Bank.........ccccccevevveuvennnne. S 64,867 S - S -
Federal National Mortgage Association......... 50,350 - -
Federated Treasury Obligation.........c.ccccueeune. - 186,599 -
PFM Prime Money Market - 48,116 -
Trinity Plus Funding Co...... - 122,846 -
MBIA, INC.rveiirerriieeeienienienienans - 63,469 -
First American Government.........ccccceveeeeeennn. - - 180,282
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Credit Risk: At June 30, 2009, $3,443,071 of total discretely presented component unit investments of $3,463,201 are fixed
income investments, susceptible to credit rating. Of the amount of fixed income securities susceptible to credit quality rating,
$2,371,887 are rated and $1,071,184 of fixed income investments do not have ratings available. The following table discloses
aggregate fair value, by Moody’s or Standard and Poor’s credit quality rating category, at June 30, 2009 (May 31, 2009 for
Pennsylvania Turnpike Commission) (amounts in thousands):

Moody's Investor Services Amount Unrated Amount
haa § 1516606 Corporate obligations S 10
fal 1379 Treasury Investment Program 53044
1) e Money market mutual funds Um
A3 o US, Treasury obligations 65,750
il 18302 Government agency 3605
[y 0% Repurchase agreement 2146
¥ 8301 Certificates of deposit 17704
Ba 107 Guaranteed investment contracts 16,449
Baal 5076 GNMA obligations 1611
BB 63,500 Fixed income mutual funds 3504
Pl %43 Asset backed securities 8
Moody's investor Senvcessubtotdl ~—~ § LA 187 Mortgage backed securiies 2
Sttt Unrated subtotal § L0
M 170 Totel fxedinoome investments §
A 07%

Al 118,169 .
e«
H a Cash equivalents ’332
AbAm 9,105 -
Standard and Poor's subtotal § S50

Totalinvestments w
Rated subtotal § 24

U.S. government obligations include all securities issued by the U.S. Treasury, U.S. Agencies, and U.S.
Government Sponsored Enterprises (GSEs). These include securities that are both explicitly and implicitly
guaranteed by the full faith and credit of the U.S. Government. Many of these securities are not usually
rated by a NRSRA and have an implied rating of Aaa/AAA.

Interest Rate Risk: Interest rate risk is managed using different techniques: weighted average maturity, maximum maturity
dates, effective duration, modified duration or operational cash needs. The following table discloses option-adjusted duration
(in years) by investment type for the fixed income portfolio of the discretely presented component units, excluding the
Pennsylvania Higher Education Assistance Agency, the Pennsylvania Housing Finance Agency, the Pennsylvania Infrastructure
Investment Authority and the Pennsylvania Industrial Development Authority, at June 30, 2009 (May 31, 2009 for the
Pennsylvania Turnpike Commission) (amounts in thousands):
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Option- Securities
Adjusted withno
Investment Type Amount Duration Duration
Asset backed SeCUTtIES...vvvvumnvvvmsnrsrerr § 1387 0405
Certificates of deposit... 17,680 1.280 pl
Commercial paper 96,435 0.020
Corporate Obligations........eweesersernn 314,825 2052
Guaranteed investment contracts........... 16,449 0.430
[NVESt PrOGIaM..covvvvvvssvvvssssrvsssssrissssens 9,705 0139
Mortgage backed securities.... 1424 4470
Mutual funds 3,564 3980
State & municipal obligations................ 19,861 9.260
U.S. government obligations............... 747,597 2627
U.S. TYBASUMIES. v vevesvvvsssseesssvnnsssssssses 34212 2.580 -
Total $ 1426406 $ 2%

The Pennsylvania Higher Education Assistance Agency, the Pennsylvania Housing Finance Agency, the Pennsylvania Infrastructure
Investment Authority and the Pennsylvania Industrial Development Authority do not use option-adjusted duration as a means of
managing interest rate risk; the following provides segmented time distribution for those organizations at June 30, 2009 (amounts
in thousands):

Maturesin Maturesin

lessthan ~ Maturesin ~ more than
Investment Type Ly Ltol0yeas  yeas  Totd
Commercial paper..... T I T R .1 .
Corporate obligations 4,55% 9364 - 390
Guaranteed investment contracts... 15,383 63,469 - 29,78
Money markets..... 1,080,704 - 1,080,704
Mortgage backed securitie 4058 0,28 2004 26,54
Repurchase agreements...nmnn 11146 - 11146
U.S. Government obligations.......... 80 1181 0918 437
[UNRICE TSI — . 1803 - 1803
Total § L3860 § 1030 § 50§11

At June 30, 2009, several discretely presented component units’ investments included TIP holdings amounting to $530,484
(amounts in thousands).

Foreign Currency Risk: Foreign currency risk is the risk of an investment’s value changing, advantageously or adversely, due to
changes in currency exchange rates. The State System of Higher Education disclosed that $106 of its local investments were
exposed to foreign currency risk. The amounts invested, by currency, at June 30, 2009 are as follows (amounts in thousands):

Foreign Currency Amount
British pound sterling............... S 82
EUFO. it 24

Total....ccooovie e, $ 106

Financial Instruments with Off-Balance Sheet Risk

As of June 30, 2009, the Pennsylvania Housing Finance Agency, the Pennsylvania Turnpike Commission, the Pennsylvania Higher
Education Assistance Agency, the Philadelphia Regional Port Authority, and the Pennsylvania Industrial Development Authority all
owned financial instruments with off-balance sheet risk. To obtain further information regarding the nature and notional value of
the financial instruments refer to their separately audited and issued financial statements.
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June 30, 2009

NOTE E — CAPITAL ASSETS

A summary of capital assets by category at June 30, 2009 is as follows (amounts in thousands):

Primary Government

Discretely Presented

Governmental Business-Type || Component Units
Activities Activities
Internal Total
General Service Governmental Enterprise
Capital Assets Funds Activities Funds

(162 o T« U ROURRN S 498,088 S 6 S 498,094 S 323 S 288,769

Highway right-of-way.................. 1,771,777 - 1,771,777 - -

BUIldiNgS.....covvvieeiiiiieeec e, 5,926,593 6,106 5,932,699 45,021 2,989,043
Improvements other than

buildings......coovvveviieenieeniieniees 541,210 182 541,392 - 259,997

Machinery and equipment.......... 859,169 96,506 955,675 120,951 879,318

Library books and other.............. - - - - 138,615

Turnpike infrastructure............... - - - - 5,199,598

Bridge infrastructure................... 8,315,048 - 8,315,048 - -

Highway infrastructure................ 20,582,027 - 20,582,027 - -

Waterway infrastructure............. 22,058 - 22,058 - -

Other infrastructure.......cccceeeee.. 112,374 - 112,374 - -

Construction in progress............. 766,434 - 766,434 2,141 1,576,950

Highway and bridge
construction in progress........... 2,068,560 - 2,068,560 - -
Totaleweerieeeieeveeeec e S 41,463,338 $ 102,800 S 41,566,138 S 168,436 S 11,332,290

Changes in general capital assets for the fiscal year ended June 30, 2009 are as follows (amounts in thousands):

Balance Balance

June 30, 2008 Additions Retirements  June 30, 2009

Non-Depreciable General Capital Assets:
1= o [ SRR S 473,095 S 25,031 S 38 S 498,088
Highway right-of-way........ccccceeiiiiiniinecieen, 1,654,089 117,688 - 1,771,777
Construction in Progress....cccceveveeerererererererenenans 493,071 521,024 247,661 766,434
Transportation construction in progress.......... 1,818,533 1,278,773 1,028,746 2,068,560
Subtotal...cueiiicieeece e 4,438,788 1,942,516 1,276,445 5,104,859

Depreciable General Capital Assets:

BUIlAINGS...vveeeeiiee e 5,692,696 233,906 9 5,926,593
Improvements other than buildings................. 508,173 33,483 446 541,210
Machinery and equipment........c.ccceeceerieennenne 753,489 108,729 3,049 859,169
Highway infrastructure........cccccvevevivcceeeiineenn, 19,296,783 1,285,244 - 20,582,027
Bridge infrastructure........c.cccoceveeeiiieeceiiee e, 7,829,509 485,539 - 8,315,048
Waterway infrastructure..........cccccoveeeecveeeennnen. 22,053 5 - 22,058
Other infrastructure.......cccccoevevveeeeeciiiiiieeeen, 103,552 12,405 3,583 112,374
Subtotal...cei i 34,206,255 2,159,311 7,087 36,358,479

Total general capital assets........c.cooeeervevvrerveeneenn. S 38,645,043 S 4,101,827 S 1,283,532 S 41,463,338
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NOTE E — CAPITAL ASSETS (continued)

Changes in general capital assets accumulated depreciation for the fiscal year ended June 30, 2009 are as follows (amounts in
thousands):

Balance Balance

June 30, 2008 Additions Retirements  June 30, 2009

BUIIAINGS....veeeiieecee et S 2,181,409 S 128,733 S 3 $ 2,310,139
Improvements other than buildings.................... 232,540 15,473 5 248,008
Machinery and equipment.........cccccceeeeeeecnineenn.. 383,074 58,950 1,887 440,137
Highway infrastructure.........ccccoeeeviiieciiecicnnennn. 8,989,684 757,471 - 9,747,155
Bridge infrastructure.........ccccceeevveeiiieeeeciieecen, 1,844,599 162,560 - 2,007,159
Other infrastructure.......ccceeeevicnveeeeee e, 4,398 1,343 11 5,730
Total accumulated depreciation............c.......... S 13,635,704 S 1,124,530 S 1,906 S 14,758,328

Depreciation expense, by function, related to governmental activities capital assets for the fiscal year ended June 30, 2009 is as
follows (amounts in thousands):

General Capital Internal

Assets Service
Direction and SUPPOITIVE SEIVICES.......ccveirierreereieeiteeeteenteeeeereeeseeereereeeeeseesseenseas S 29,298 S -
Protection of persons and ProPerty......uecccieeeccieeeeiiee e e e e e erree e e etae e e 77,343 10,680
L8] oY 1o =Yo [V Tor- | o] o PO USROS 23,769 -
Health and hUMaN SEIVICES. ...uuuiii ittt e e 12,455 -
ECONOMIC EVEIOPMENT....ccueiie et e e et e e e e 201 -
TrAN S P OI AT ON e e e e e e e e e e e e e e e e eaeaeaeeaaeeas 966,571 -
Recreation and cultural @nrichmMent.. ... 14,893 -
Total depreciation EXPENSE.........ceeeeeeeereeeeereeteeteeteereeteeeeeeeresseeseeseereeteeseeseeneens S 1,124,530 S 10,680

Changes in Internal Service funds capital assets for the fiscal year ended June 30, 2009 are as follows (amounts in thousands):

Balance Balance
June 30, 2008 Additions Retirements June 30, 2009

Non-Depreciable Capital Assets:

Depreciable Capital Assets:

BUIAINGS.....cviieeieii e 5,225 1,007 126 6,106

Improvements other than buildings................. 200 94 112 182

Machinery and equipment...........ccccceeeeiiveennnns 106,567 10,241 20,302 96,506

Subtotal...cvveieeee e 111,992 11,342 20,540 102,794

Total Internal Service fund capital assets............ S 111,998 S 11,342 S 20,540 S 102,800
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NOTE E — CAPITAL ASSETS (continued)

Changes in Internal Service fund capital assets accumulated depreciation for the fiscal year ended June 30, 2009 are as
follows (amounts in thousands):

Balance Balance
June 30, 2008 Additions Retirements  June 30, 2009
BUIAINGS....eveee et S 1,680 S 221 S 108 S 1,793
Improvements other than buildings.................... 57 74 72 59
Machinery and equipment.........cccccvveeeevveeennnnen. 68,274 10,385 15,415 63,244
Total accumulated depreciation............cc.cveu..... S 70,011 S 10,680 S 15,595 S 65,096

Changes in Enterprise fund capital assets for the fiscal year ended June 30, 2009 are as follows (amounts in thousands):

Balance Balance
June 30, 2008 Additions Retirements June 30, 2009

Non-Depreciable Capital Assets:

Land. oo $ 323 S - S - $ 323
Construction in Progress......cccecveeeveeeeerieeennnns 5,563 - 3,422 2,141
Subtotal......cooeiiiiiiie 5,886 - 3,422 2,464

Depreciable Capital Assets:

BUIlAINGS...ovieeieiiiie ettt 40,097 4,924 - 45,021
Machinery and equipment.......c.cccccceveeeeiieeenns 133,507 29,417 41,973 120,951

SUBTOtAl...evviiiiieeiiiei e 173,604 34,341 41,973 165,972
Total Enterprise fund capital assets.................. S 179,490 S 34,341 S 45,395 S 168,436

Changes in Enterprise fund capital assets accumulated depreciation for the fiscal year ended June 30, 2009 are as follows
(amounts in thousands):

Balance Balance
June 30, 2008 Additions Retirements  June 30, 2009
BUIlAINGS....eveeeeciiee et S 20,410 S 2,769 S 243 S 22,936
Machinery and equipment.........cccccccvveeecieeennneen. 80,473 15,862 29,396 66,939
Total accumulated depreciation...........ccoevveneee... S 100,883 S 18,631 S 29,639 S 89,875
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NOTE E — CAPITAL ASSETS (continued)

Construction in progress included in general capital assets at June 30, 2009 includes project information as follows (amounts
in thousands):

Amounts Expended

Project but not Capitalized  Authorization
Authorization at June 30, 2009 Available

Capitol COMPIEX.....cviceeeereerieteceecte ettt et s S 783,528 S 413,203 S 370,325
Department of Corrections Institutions...........cccceeevvveevecverennen. 861,436 74,792 786,644
Educational INStitUtioNS.........coeeviveeieeiiecreeec e 289,044 65,703 223,341
State Parks and FOrestsS.......ouviviiiiiiiiiiiiiiii 99,273 46,851 52,422
State-wide Radio Project.......cccevcueeeiiiiieiniiiic et 50,951 45,936 5,015
Veterans Homes and Military Armories.......cccccceevriveeenncveeesnnnnen. 223,347 84,782 138,565
Department of Public Welfare Institutions........cccccccevevviveeinnnen. 20,389 4,944 15,445
Transportation Facilities.........cccvveeeiiieeiiiiee e 48,310 9,384 38,926
Historical and Museum Commission Facilities............ccccecuvvvnnen.. 31,298 14,000 17,298
State Police Facilities......ccoveeieiiieiiiieiiie e 13,200 1,370 11,830
Agriculture Facilities........ccceveeiiiiee e 18,416 3,987 14,429
(01 1= SRS 4,561 1,482 3,079
Lo - | PSS S 2,443,753 S 766,434 S 1,677,319

The Commonwealth’s initial valuation of general capital assets was made as of June 30, 1986 using appraisal and historical
cost reconstruction techniques. Subsequent to June 30, 1986, general capital asset acquisitions are reported at cost or, for
donations or confiscations, at fair market value. At June 30, 2009 the amount of general capital assets related to the initial
1986 valuation amounted to $1,742 million and did not include highway, bridge or waterway infrastructure.
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NOTE F — LONG-TERM OBLIGATIONS - BUSINESS-TYPE ACTIVITIES AND PROPRIETARY FUNDS

Tuition Benefits Payable

The reported liability for tuition benefits payable of $1,268,849 (in thousands) of the Tuition Payment Fund, an Enterprise
Fund, at June 30, 2009 is based on several actuarial assumptions, including those related to future sales of tuition credits,
tuition cost increases, investment experience and program expenses for the Guaranteed Savings Plan of the Tuition Account
Program. The June 30, 2009 actuarial analysis includes several changes in assumptions to reflect the current view of
investment income, tuition inflation, updated expense projections and addition of new fees. The per-unit credit expense
assumption was decreased from $1.217 to $0.91. The effect of this change improved the aggregate actuarial reserve (actuarial
value of assets less liabilities) by $117.3 million. The current portion of the total tuition benefits payable liability is $197,969
and the noncurrent portion is $1,070,880 (in thousands).

Insurance Loss Liability

The reported insurance loss liability of the State Workers’ Insurance Fund (SWIF), an Enterprise Fund, is primarily based on
historical claims experience. One of the assumptions used to determine the reported liability amount includes using a discount
rate of 3.75 percent at December 31, 2008 and at December 31, 2007. There is uncertainty as to whether the reported liability
will be supported by future claim experience, including payments; this uncertainty must be considered when evaluating the
reported insurance loss liability.

For the calendar years ended December 31, 2008 and 2007, the following summary provides information on prior year
reported insurance loss liability, incurred claims and payments, and current year reported insurance loss liability (amounts in
thousands).

Year Ended Prior Year Incurred Claims Payments Current Year

December 31 Liability Current Prior Current Prior Liability
2008 $1,691,251 $393,185 $(100,331) $44,301 $304,567 $1,635,237
2007 1,522,869 479,975 30,659 63,992 278,260 1,691,251

The current portion of the total SWIF insurance loss liability is $316,308 and the noncurrent portion is $1,318,929.
Additionally, nonmajor Enterprise funds reported a noncurrent insurance loss liability of $630 at June 30, 2009. Total reported
current insurance loss liability amounts to $316,308 and total noncurrent insurance loss liability amounts to $1,319,559 (in
thousands) at June 30, 2009.

Compensated Absences Liability

The reported compensated absences liability for the Enterprise Funds totaled $36,727 at June 30, 2009. Of that amount, the
liability is primarily owed by the State Stores Fund ($28,788), the State Worker’s Insurance Fund ($2,425), and the State
Lottery Fund ($3,245). The following summary provides aggregated information reported for June 30, 2009 compensated
absence liabilities; additions and reductions during the fiscal year ended June 30, 2009 and reported compensated absences
liabilities at June 30, 2009 (amounts in thousands):

Liability at Liability at
June 30, 2008 Additions Reductions June 30, 2009
$ 35,442 $ 23,257 $ 21,972 S 36,727

The current portion of the total compensated absences liability for Enterprise Funds is $4,517 and the noncurrent portion is
$32,210 (in thousands).
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NOTES TO FINANCIAL STATEMENTS

June 30, 2009

NOTE G - TAXES, LOANS AND LEASE RENTALS RECEIVABLE

Taxes Receivable: Taxes receivable, by tax type, reported on the Statement of Net Assets at June 30, 2009 consisted of the

following (amounts in thousands):

Sales and use
Personal income
Corporation
Liquid fuels
Inheritance

Statement of Net Assets
Governmental Activities
Current Noncurrent Total

S 891,116 S 209,044 S 1,100,160
625,160 183,524 808,684
334,397 680,369 1,014,766
168,965 - 168,965
335,191 105,086 440,277
60,411 - 60,411

22,500 - 22,500

S 2,437,740 S 1,178,023 S 3,615,763

Taxes receivable reported on the Balance Sheet for Governmental Funds at June 30, 2009 consisted of the following

(amounts in thousands):

Fund Balance Sheets
General Fund Motor Nonmajor
Expected to be Collected License Governmental Fiduciary
From Fund Funds Funds
September 1, 2009 Expected to be Expected to be Expected to be
through After Collected by Collected by Collected by

August 31, 2009 June 30,2010 June 30, 2010 Total August 31,2009  August 31, 2009 August 31, 2009

Sales and use.......... S S 144570 $ 209,044 $ 1,100,160 S - S - S 25,359
Personal income..... 240,335 183,524 808,684 - - -
Corporation. 312,268 680,369 1,014,766 - - -
Liquid fuels... - - - 168,965 - -
Inheritance.. 214,269 105,086 440,277 - - -
Cigarette...... - - 60,411 - - -
Other..... - - - - 22,500 1,638
Totalecovveeereeeieene S 1,334,833 $ 911,442 $ 1,178,023 S 3,424,298 $ 168,965 $ 22,500 $ 26,997

On the governmental funds balance sheet, the General Fund taxes receivable of $2,089,465 expected to be collected after
August 31, 2009 is reported as an unearned revenue liability. The total amount of taxes receivable reported on the
governmental funds balance sheet, $2,437,740 (S2,246,275 reported in the General Fund, $168,965 reported in the Motor
License Fund, and $22,500 reported in nonmajor governmental funds), expected to be collected from July 1, 2009 through
June 30, 2010 is also reported as current taxes receivable in governmental activities on the Statement of Net Assets. The
remaining General Fund taxes receivable of $1,178,023 reported on the governmental funds balance sheet expected to be
collected after June 30, 2010 is reported as noncurrent taxes receivable in governmental activities on the Statement of Net
Assets. All of the revenue associated with the taxes receivable reported in governmental activities on the Statement of Net
Assets is reported as tax revenue in governmental activities on the Statement of Activities (amounts in thousands).
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE G - TAXES, LOANS AND LEASE RENTALS RECEIVABLE (continued)

Loans Receivable: Loans receivable at June 30, 2009 consisted of the following (amounts in thousands):

Primary Government

Business
Governmental Type
Activities Activities Discretely
Special Presented
General Revenue Enterprise  Fiduciary Component
Fund Funds Funds Funds Units

MOFtABE J0ANS....ueeiiieieieerieite e et et esteeteeeesreereeteereesse e e esesreens S - S - S - S - $ 4,364,893
STUENT I0@NS....eiiiiiiiieciie e - - - - 11,228,640
Economic development l0ans........c..cccvvevieeiiiieeniiee e 12,317 16,739 242,155 - 793,341
Drinking water, storm water and sewer system loans................. - 59,272 - - 1,983,150
Vounteer fire company l0ans........c.ceeveereeriieenienneeneeneeseennens - - 103,790 - -
Environmental program loans... - 8,497 - - -
Other Notes and 10aNS........uueevviiieieeiee e 110 - - 160 2,997
12,427 84,508 345,945 160 18,373,021
Less: allowance for uncollectible amounts..........ccccccoeevvveeeerenne. 2,503 1,407 29,745 - 298,292
Loans receivable, Net.......cvveeiiiieieeseeec e S 9,924 S 83,101 S 316,200 S 160 S 18,074,729

The General Fund reported $8,901 in loans due after June 30, 2010, Special Revenue funds reported $78,656 in loans due
after June 30, 2010 and the Enterprise funds reported $261,758 in loans due after June 30, 2010. Discretely presented
component units reported $16,629,011 in loans receivable due after June 30, 2010 (amounts in thousands).

The General Fund reported $9,924 in loans receivable for program objectives, all of which represented governmental
activities lending and of which, $8,901 is due after June 30, 2010. Agency Funds reported $160 in loans receivable to replace
underground storage tanks, all of which is due before June 30, 2010 (amounts in thousands).

Lease Rentals Receivable: The Capital Facilities Fund, a Capital Projects fund, reports expenditure amounts related to
construction projects for educational institutions funded through the issuance of general obligation bonds, the principal and
interest of which are paid through the collection of lease rental payments and deposited in the Capital Debt Fund, a Debt
Service fund. At the conclusion of the lease terms, the project facilities are conveyed to the educational institutions.
Accordingly, these lease arrangements are classified as direct financing leases. Lease rental receivables and associated
unearned revenue equal to the principal lease payments to be received are recorded in the Capital Debt Fund. At June 30,
2009 the total remaining minimum lease payments to be received were $735, consisting of principal present value of $553
and interest of $182 (amounts in thousands).

The Pennsylvania Industrial Development Authority, a discretely presented component unit, reported a lease rental
receivable with total remaining minimum payments to be received of $5,340, consisting of principal present value of $5,213
and interest of $127 at June 30, 2009. Also, the Philadelphia Regional Port Authority reported a lease rental receivable of
$672 at June 30, 2009 (amounts in thousands).

Minimum lease payments receivable from prior years and for the two fiscal years succeeding June 30, 2009 are as follows
(amounts in thousands):

Fiscal Year Ending Primary Discretely Presented
June 30 Government Component Units
Prior years ... S 608 $ -
2010............. 127 4,572
2011, - 1,440
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE G - TAXES, LOANS AND LEASE RENTALS RECEIVABLE (continued)

All amounts receivable are due by June 30, 2010 except for $1,440 owed during the fiscal year ending June 30, 2011 to the
Pennsylvania Industrial Development Authority (in thousands).

Governmental Funds Unearned Revenue: The General Fund, Special Revenue Funds, and Debt Service Funds reported
unearned revenue at June 30, 2009. The following chart provides the portion of total unearned revenue which was 1)
unavailable or 2) not yet earned as of June 30, 2009 (amounts in thousands):

General Special Revenue Debt Service
Unavailable........ccoceeeeveeeeccieecieecnen S 2,089,464 S 251,413 S -
UNAINEd. ..o 19,473 23,395 3,800
Total unearned revenue.................... S 2,108,937 S 274,808 S 3,800
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE H — INTERNAL/INTERFUND BALANCES AND TRANSFERS

Statement of Net Assets

Internal Balances

In the Statement of Net Assets, reported internal balances of (5112,317)/5111,667 for governmental activities/business-type
activities differ by $650 because the State Workers’ Insurance Fund, an Enterprise Fund, reports for its fiscal year ended
December 31, 2008 (amounts in thousands).

Fund Financial Statements

Interfund Balances

The composition of governmental and proprietary funds interfund balances reported at June 30, 2009 is as follows, with
Major Fund titles in bold. Aggregate nonmajor governmental funds receivables from other funds and from component units,
respectively, amount to $94,756 and $1,803; aggregate nonmajor enterprise funds receivables amount to $2,860 and S0;
aggregate internal service funds receivables amount to $28,266 and $252 (amounts in thousands):

DUE FROM DUE TO
FUND TYPE/FUND OTHER COMPONENT OTHER COMPONENT
PRIMARY GOVERNMENT FUNDS UNITS FUNDS UNITS
GENEIAI FUNG. .t vveeeeeeeeeeeee ettt et et et et et et et et et et et eeee e er e anans $ 66,615 S 1,559 $ 158,260 S 3,081
Special Revenue:
MOLOr LICENSE FUND.........cooiiviiieie ittt 22,346 - 27,069 7,631
Tobacco Settlement FUN.........c..ceevveeieiiii e 27,019 - 41,802 -
Public Transportation Trust Fund. 31,247 - 6 -
Pharmaceutical Assistance FUNd...........ccocceeevieecieeccee e, 3,350 - 2 -
Agricultural Conservation Easement Purchase Fund...................... 10,242 - - -
Public Transportation Assistance FUNd..........cccccvvevvieerieesiieenneens 6,726 - - -
Vocational Rehabilitation Fund..........cccccoovviiiiiiiiie e - - 2,944 -
Other FUNGS......ceeieiieieiettcee et 1,080 - 4,247 293
102,010 - 76,070 7,924
Capital Projects:
Capital Facilities FUN.......cccoiieiierienieeieeeeeeeee e 37,557 1,803 13,762 -
Keystone Recreation, Park and Conservation Fund.. 4,554 - 190 -
42,111 1,803 13,952 -
Enterprise:
Unemployment Compensation Fund.............c.ccoceninenenieneenne. 5,688 845 61 -
State Lottery FUNG.........cocoveiiiiiiiie e - - 255 -
TUITION PAYMENT.....c.uiiiiieiiiecie e - - 7 -
State StOres FUNG........oocviiiiiecciee et 68 - 6,664 -
Rehabilitation Center FUN.........cccovvieeiieiiiieiee e 2,729 - 56 -
Other FUNS......couiieiieieeieeee e 63 - - 38 -
8,548 845 7,081 -
Internal Service:
PUrchasing FUNG.......cc.ooiriirienenenenenccees e 24,652 249 455 -
Manufacturing FUN........cocuereeiieriiieiieieeee e 3,614 3 186 -
28,266 252 641 -
Fiduciary - Pension Trust:
State Employees' Retirement SysteM........cocevveriieriiesieeneenieenieens 7,329 3,617 - -
Public School Employees' Retirement System.........cccceveevvernuennnen. 9,606 - 6,984 -
Deferred Compensation FUNd.........ccccevievieriienienienieseeieeie e - - 116 -
16,935 3,617 7,100 -
Total primary GOVErNMENt..........cceveveeereeereeereeereeeeeeeeeeseseenens S 264,485 S 8,076 S 263,104 S 11,005
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE H — INTERNAL/INTERFUND BALANCES AND TRANSFERS (continued)

DUE FROM DUE TO
DISCRETELY PRESENTED PRIMARY COMPONENT PRIMARY COMPONENT
COMPONENT UNITS GOVERNMENT UNITS GOVERNMENT UNITS
Pennsylvania Turnpike COMMISSION........ccccvveveeeeerieienie e e S 7,968 S - S - S -
Pennsylvania Housing FINaNce AGENCY........ovvvevveeniernieenieeneenieenieenne - 39 5 61
Pennsylvania Infrastructure Investment Authority.........ccccecevvnennene - 61 89,116 39
Pennsylvania Higher Education Assistance AGency.........cccecueecveenenne - - 205 -
State System of Higher EdUCation.........ccccvevirverniennenienecieceeene 425 - 1,009 -
Patient Safety Trust AULNOTITY........cocverienienieeieciecee s 2,895 - 18 -
Commonwealth Financing AULhOrity.......ccccceveevernenneeniieseeneeeene - - 442 -
Other component units . - - 31 -
Total COMPONENT UNIES....cverueeriereieeereeteereeeeeeeeere st ereereeeeeeeenenns S 11,288 S 100 S 90,826 S 100

The amount of total reported interfund receivables of $283,949 does not agree with total reported interfund payables of
$365,035 at June 30, 2009 due to different fiscal year ends and reporting differences for certain Funds included in the Fund
Financial Statements at June 30, 2009. The amount reported for the Pennsylvania Turnpike Commission, a discretely
presented component unit, is reported at its fiscal year ended May 31, 2009; the amounts reported as interfund balances for
the State Employees’ Retirement System and Deferred Compensation Fund, Pension Trust Funds, the INVEST Program for
Local Governments, an Investment Trust Fund, and the State Workers’ Insurance Fund, an Enterprise Fund, are reported at
their fiscal years ended December 31, 2008. The following presents a reconciliation of interfund balances reported at June
30, 2009 and those amounts that would have been reported if all Funds reported at the same fiscal year end (amounts in
thousands):

Governmental Proprietary Fiduciary Component
Funds Funds Funds Units Total
Due from other funds........ccoeeeeveeeunnene S 209,257 §$ 33,540 S 6,417 S - S 249,214
Due from pension trust funds.............. 1,479 3,274 10,518 - 15,271
3,362 1,097 3,617 100 8,176
- - - 11,288 11,288
S 214,098 $ 37,911 S 20,552 S 11,388 S 283,949
Reported INterfund RECEIVADIES. .........cviiiiieii bbbt S 283,949
State Employees' Retirement System decrease in receivables from January 1, 2009 through June, 30, 2009..........cocccverrniirnincerrernnnenee (4,340)
Pennsylvania Turnpike Commission decrease in receivables from June 1, 2009 through June 30, 2009.........cccccouiriririrrrererisiseeieeeeeenes (581)
State Workers' Insurance Fund increase in receivables from January 1, 2009 through June 30, 2009............ccccovvirvnnnniiiiinenes 248
Interfund receivables reported as accounts receivable by COMPONENT UNILS..........ccicieiriciiiiceieese e e 297
Interfund receivables reported as tax receivables by FIdUCIAry FUNGS..........ccovveeiriciicecccese et st sne s 1,638
Payroll accrual at June 30, 2009 - receivables attributable to State Employees' Retirement System... 6,974
General Fund receivable from Pennsylvania Infrastructure Investment Authority (full accrual)...........cccooeeieiiiiniiineiiiiece 88,163
ReconCiled INTErfUNT RECEIVADIES...........coiiii ettt ettt ettt e et eeba e b e e satesaeesaeeebeesreens S 376,348
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE H — INTERNAL/INTERFUND BALANCES AND TRANSFERS (continued)

Governmental Proprietary Fiduciary Component
Funds Funds Funds Units Total
Due to other funds.........coceovevevevrvvnennne. S 235,232 S 7,428 S 985 S - S 243,645
Due to pension trust funds..........c..e.... 13,050 294 6,115 - 19,459
Due to component units.........c.coeveueeeee 11,005 - - 100 11,105
Due to primary government................. - - - 90,826 90,826
TOtal e S 259,287 S 7,722 S 7,100 S 90,926 S 365,035
Reported INTErfuNd PAYADIES. ...........cviiecireiee ettt e s st s et e nene e nnnnen S 365,035
State Employees' Retirement System increase in payables from January 1, 2009 through June, 30, 2009.........cccceveirerrereensresreresieennns 5,960
Deferred Compensation Fund decrease in payables from January 1, 2009 through June,30, 2009..........ccceeiirreirieireeseieeeesee e (109)
Pennsylvania Turnpike Commission increase in payables from June 1, 2009 through June 30,2009..... 181
State Workers' Insurance Fund increase in payables from January 1, 2009 through June 30, 2009 385
INVEST Program for Local Governments increase in payables from January 1, 2009 through June 30, 2009.........ccccevevreverrerereeierierennens 21
Interfund payables reported as accounts payable by component units... 1,635
Interfund payables reported as accounts payable by FIdUCIArY FUNGS.........c.ceeiiiririririceeeeerisesee s sresesessssese s sessssesesesassssssesesenens 3,240
ReconcCiled INErfund PAYADIES............ociiieee bbbt S 376,348

Advances — Fund Financial Statements

At June 30, 2009 the General Fund reported Advances to Other Funds of $139,108. Specifically, this amount has been
advanced as follows: $2,300 to the State Workers’ Insurance Fund and $110,000 to the State Stores Fund, Enterprise Funds;
$2,175 to the Motor License Fund and $10,333 to the Pharmaceutical Assistance Fund, Special Revenue Funds; and, $14,300
to the Purchasing Fund, an Internal Service Fund. These amounts have been reported by the respective owing Funds as
Advances from Other Funds, except for the State Workers’ Insurance Fund, which reported an advance of $1,787 at its fiscal
year ended December 31, 2008. At June 30, 2009 the Hazardous Sites Cleanup Fund, a Special Revenue Fund, reported an
Advance to Other Funds of $3,000. This amount was advanced to the Small Business First Fund, an Enterprise Fund.
Additionally, the Pennsylvania Infrastructure Bank Fund, an Enterprise Fund, reported an advance of $1,400; the amount was
advanced to the Motor License Fund, a Special Revenue Fund. All amounts advanced, with exception to a $237 repayment
from the Motor License Fund to the Pennsylvania Infrastructure Bank Fund, are expected to be repaid subsequent to June 30,
2010. The Underground Storage Tank Indemnification Fund, an Agency Fund, reported a $67,500 statutory advance to the
General Fund at June 30, 2009. Subsequent to June 30, 2010, $66,500 is expected to be repaid (amounts in thousands).

Transfers

A summary of transfers reported for the fiscal year ended June 30, 2009 is as follows, with Major Fund titles in bold.
Aggregate nonmajor governmental fund transfers from other funds amounted to $1,492,014 during the fiscal year ended
June 30, 2009 and include a $254,500 transfer from the State Lottery Fund to the Pharmaceutical Assistance Fund.
Aggregate nonmajor governmental fund transfers to other funds amount to $171,445. Aggregate nonmajor proprietary
transfers from other funds amount to $62. Aggregate nonmajor proprietary fund transfers to other funds amount to
$144,000 (amounts in thousands):
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE H — INTERNAL/INTERFUND BALANCES AND TRANSFERS (continued)

TRANSFERS TRANSFERS
PRIMARY GOVERNMENT IN ouT
[T =T =L =TT T PPN S 189,329 S 1,018,478
Special Revenue:

MOTOF LICENSE FUNG.......viieeiiiie ettt ettt s e st e s sabr e e s are e e eaaee e - 39,530

TobaCCO SEHIEMENT FUNG........ceiiiiii ittt ettt et erre e e e enree s 12,000 28,492

Environmental Stewardship FUNG........ccoviiiiiririiieiecesesese et - 31,745

Public Transportation Trust FUNG..........oocuiiiiiiiiiiiierieseeieetee e s 97,847 -

GAMING FUNG. o1ttt ettt e bbbt e bt et et e saesteebees snnenee - 87,669

Vocational Rehabilitation Fund 43,601 -

Pharmaceutical AsSiStance FUNG.......ccueciieiieiieiieie ettt sre e saeesneenaes 282,992 -

Public Transportation AsSiStance FUNG..........ccovierieiiiiienieneneeee et s - 15,687

Educational Assistance Program FUNG..........cooiiiriiiieiiieecieeesieeestes e see e ssveeesveeesneeesnnes 7,995 -

Community College Capital FUNG.........cccuiiiieiiiiiiiieeie et 44,506 -

Agricultural Conservation Easement FUNd.........cccviviiiiiiie et 6,632 -

Conservation District Fund.. 5,260 -

Banking Department FUNG.........occuiiiiieiiie sttt et eetee e st e e te e e snte e enaeesnnneennne - 15,000

RECYCING FUN....iiitiiieeieeieetee ettt sttt sb e b ettt e b e beebeessaesaaesanesan eenbean - 15,000

Keystone Help Program FUNG.........oouiiiiieiiie e estee et see st ssvae e e siresesaeesnae e 4,500 -

OB FUNAS....eiiiiie ettt ettt e e e et e e et e e e baeesbaeeeabeeeeabeeeasseeesseeeasseeesseesenseeas 17,011 6,344

522,344 239,467
Debt Service:

Disaster Relief Redemption Fund 1,794 -

Pennsylvania Infrastructure Investment Authority Redemption Fund.........cccoeeverivenveneenns 7,248 -

(07 o 11 =1 D T=T o3 f L o o PSS 926,618 -

Pennsylvania Economic Revitalization Sinking FUNG.........ccccveiiriiiiniinieiie e 507 -

Water Facilities Loan Redemption FUNG.........cccviiiiiiiiiieiie e svee e 1,858 -

Volunteer Companies Loan Sinking FUN..........ccoeiiiiiiiierienienieceseesee e 239 -

Agricultural Conservation Easement Sinking Fund.. 1,651 -

Local Criminal Justice SINKING FUNG.........cueiiiiiiieiieieeieee ettt 994 -

Keystone Recreation, Park and Conservation Sinking FUNd............ccecvvevieniiieeerieesee e 256 -

Growing Greener Bond SinKiNg FUNG.......cccueiiiriiriiiieniesiesieseeseeie e s 25,113 -

Water Supply and Wastewater Treatment Sinking FUN...........coocevevieeiiieesciec e, 14,797 -

Land and Water Development Sinking FUNG..........ccoiiiviiiiiiiiiiiieniecieeie e sie e 54 -

Persian Gulf Veterans' Compensation Bond Sinking Fund 541 -

981,670 -
Enterprise:

Unemployment Compensation FUNG............ccooiiiiiiiiiiiieieeeeee e - 3,300

IS) = LE I o1 =T Y 0 o USRS 48,500 336,660

STALE STOIES FUNG...oiiiiiiieiee ettt ettt e et e e te e e sabeeeeabeeetaeesbeeeensseesabaeean senanes - 127,000

Pennsylvania Infrastructure Bank Fund... 62 -

Machinery and EQUIpPMENt LOaN FUNG......c..coiiiriririiieieieeee e - 12,000

48,562 478,960
Internal Service:

MaNUFACTUIING FUNG.....coiiiiiiiieiieciectestee ettt st st b et s beesbaesbeesaeesae e - 5,000
Total transfers, fund financial statemMeENts........cccvevievieiieiecceee e 1,741,905 1,741,905
Less: net elimination of governmental fund transfers..........ccooeveeeverieneseccieceeesesens (1,311,507) (1,311,507)
Total transfers, Statement of ACHVITIES. .......ccvevveivivreiiiiereceeeee et S 430,398 S 430,398
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE H — INTERNAL/INTERFUND BALANCES AND TRANSFERS (continued)

Assigned Investment Income: During the fiscal year ended June 30, 2009, certain assigning Funds, as follows, receive but do
not financially report investment income that is assigned to (and reported by) another Fund for legal or contractual reasons.
Investment income and related interfund transfers are reported by those Funds which assign/receive investment income for
other than legal/contractual reasons (amounts in thousands):

Assigning Fund Receiving Fund Reason Amount
Liquor License FuNd .........cccevevevenencncnne. General FUNd ........ccooeiiiirieeecee e Legal/contractual .......cccccceveveenieeriennnnne. S 34
Liquid Fuels Tax FUNd .......ccocvvevvevvecrerrecrennne Motor License FUN .........ooveveveveiiieeieeceecveeceeeeeeeeeens Legal/contractual .......ceevevvevveveecreireireennnns S 170
Land and Water Development Fund ........... Land and Water Development Sinking Fund . .... Legal/contractual ................ .. S 18
Remining Financial Assurance Fund..... ... Land and Water Development Sinking Fund . .... Other than legal/contractual... .. S 63
Fire Insurance Tax Fund ..........cccueeuu. ... State Insurance Fund......ccccocevievienicniennens ... Legal/contractual ................ .. § 256
Fire Insurance Tax Fund ..... ... Municipal Pension Aid Fund..... . Legal/contractual ..... .S 205

Primary Government Transactions with Discretely Presented Component Units

Financial Support Provided to:
Major Discretely Presented Component Units
During the fiscal year ended June 30, 2009 (May 31, 2009 for PA Turnpike Commission), the Commonwealth provided

financial support to major discretely presented component units, reported by the component units as follows (amounts in
thousands):

State System of Higher Education (appropriations, grants and contracts)..........cccceeeveevuvesveeireesnennns S 615,329
PA Higher Education Assistance AGENCY (Brants)......ccecererierereenieneeienieetesie st eeesiee e stesee e sreeeen s S 473,461
PA Turnpike Commission (oil franchise tax, vehicle registration fees) ........ccceevevvvrvvesceerceeceeseeeenns S 85,379
PA Infrastructure Investment Authority (capital contribution) .........ccccceveeeiiiiiiiiicciiie e, S 17,374

During the fiscal year ended June 30, 2009, the Commonwealth appropriated $12,000 to the PA Housing Finance Agency. In addition, a
$5,000 payment was authorized by other enabling legislation enacted during the fiscal year. The Commonwealth provided a total of
$17,000 to the PA Housing Finance Agency, as the result of legislative acts, during the fiscal year ended June 30, 2009 (amounts in
thousands).

Nonmajor Discretely Presented Component Units

During the fiscal year ended June 30, 2009, the Commonwealth provided financial support to nonmajor component units by
appropriations, as follows (amounts in thousands):

Commonwealth FINancing AUtROIITY ......c.eiiiiiiiecee e S 63,422
Ben Franklin Technology Development AUTNOTILY ......ccveeveeieerieeeeree et S 50,700
Thaddeus Stevens College of TEChNOIOZY........cccuieriieriiiiece et s s e s S 10,293
Port of Pittsburgh ComMMISSION .......cciiuiiiiiieicciie ettt et e it e e e be e e ebae e ear e e e eabeeeebeaeeeenneas S 1,286

During the fiscal year ended June 30, 2009, the Commonwealth also provided financial support to the Philadelphia Regional Port Authority;
the Philadelphia Regional Port Authority categorized the support among governmental appropriations, capital appropriations and
contributions, and transfers in. For the fiscal year ended June 30, 2009, the Philadelphia Regional Port Authority’s reported revenues
include more than $78,000 of financial support from the Commonwealth. A significant portion of the total, $50,615, was designated for a
new Food Distribution Center in Philadelphia (amounts in thousands).

Financial Support Provided to the Commonwealth

During its fiscal year ended May 31, 2009, the PA Turnpike Commission provided $500,000 to the Motor License Fund and
provided $350,000 to the Public Transportation Trust Fund under the statutory provisions of Act 44 of 2007 and the related
Lease and Funding Agreement between the PA Turnpike Commission and the Commonwealth (amounts in thousands).

Commonwealth of Pennsylvania 108 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE | - PENSION AND OTHER POSTEMPLOYMENT BENEFITS

Pension Systems

Commonwealth laws established contributory defined benefit pension plans covering substantially all Commonwealth and
public school employees. Generally, Commonwealth employees are members of the State Employees’ Retirement System
(SERS) and public school employees are members of the Public School Employees’ Retirement System (PSERS). Both the SERS
and the PSERS are reported as Pension Trust Funds, Fiduciary funds. Both the SERS and the PSERS issue stand-alone, audited
financial statements, which are available to the public. Written requests for SERS or PSERS financial statements and other
financial statement inquiries should be directed to the following addresses:

State Employees’ Retirement System Public School Employees’ Retirement System
30 North Third Street, Suite 150 Bureau of Communications
Harrisburg, PA 17101-1716 P.O. Box 125

Harrisburg, PA 17108-0125

State Employees’ Retirement System

Plan Description: The SERS is the administrator of a cost-sharing multiple-employer defined benefit retirement plan
established to provide pension benefits for Commonwealth employees and certain other organizations. At December 31,
2008 there were 108 employer state agencies and other organizations participating in the SERS.

Retirement Benefits: Article Il of the Pennsylvania Constitution provides the General Assembly the authority to establish and
amend plan benefit provisions. The SERS provides retirement, death, and disability benefits. Retirement benefits generally
vest after five years of credited service. Employees who retire at age 60 with three years of service, or with 35 years of
service if under age 60, are entitled to a normal (unreduced) annual retirement benefit. Members of the General Assembly
and certain employees classified in hazardous duty positions can retire with full benefits at age 50 with at least three years of
service.

Most members of the SERS, and all covered employees hired after June 30, 2001 (except State Police officers and certain
members of the judiciary and legislators), are Class AA members, pursuant to Act 2001-9 (Act 9), signed into law on May 17,
2001. Among other things, Act 9 provides for general annual retirement benefits of 2.5 percent of the member’s highest
three-year average salary (final average salary) multiplied by years of service. State police troopers are entitled to an annual
benefit equal to a percentage of their highest annual salary (excluding their year of retirement). The annual benefit is 75
percent of salary for 25 or more years of service and 50 percent of salary for 20-24 years of service. Judges are entitled to a
benefit of 4 percent of final average salary for each of the first 10 years of service and 3 percent for subsequent years.
District Justices are entitled to a benefit of 3 percent of final average salary for each year of service. For legislators in office
on May 17, 2001 Act 9 established Class D-4 membership whereby the general annual benefit is 3 percent of final average
salary for each year of service. The general annual benefit for full retirement for Class A members is 2 percent of the
member’s highest three-year salary multiplied by years of service.

Funding Policy: Commonwealth law establishes all member contribution rates. The active plan member contribution rate is
6.25 percent of covered payroll for employees in Class AA; for Class A members, the contribution rate is 5 percent. Higher
contributions are required for certain members of the General Assembly and judges and district justices who elect higher
contribution rates. The SERS Board has the authority to establish or amend periodic employer contributions at actuarially
determined rates, expressed as a percentage of annual covered payroll. The employer contribution rates are established on a
periodic basis and are intended to provide employer contributions which, when combined with member contributions and
investment returns, are adequate to accumulate assets to pay benefits when due.

Act 9 provided that new benefits arising therefrom were to be funded over a ten-year period, with level dollar funding,
beginning July 1, 2002. Act 9 also provided that all the existing actuarial assets and liabilities be combined and amortized
over a ten-year period using level dollar funding and future actuarial gains and losses were to be amortized using ten-year
level dollar funding. On December 10, 2003, Governor Rendell signed Act 2003-40 (Act 40) into law. The significant
provisions of the law were to change certain actuarial methods and periods used to amortize actuarial assets and liabilities, as
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follows: Pre-Act 9 funding credit, ten years; Act 9 liability, 30 years; post-2000 gains and losses, 30 years; and, existing and
future cost of living adjustments, ten years.

Also, pursuant to Act 40, beginning July 1, 2005, the SERS established employer contribution rates which resulted in total
2005, 2006 and 2007 employer contributions which were lower than the minimum annual required contribution as defined
by GASB Statement No. 25. Since the SERS is a cost-sharing multiple-employer defined benefit retirement system and all
SERS-required employer contributions were made, no unfunded pension liability is reported by the Commonwealth as of June
30, 2008. Act 8 of 2007 established a permanent, minimum employer contribution rate ‘floor’ of 4 percent.

During each of the three years ended December 31, the annual required employer contribution and the related percentage
of that amount (in thousands) actually contributed are as follows:

Year ended December 31 Annual Required Contribution Percentage Contributed
2008 S 584,248 39.9%
2007 S 617,253 39.3%
2006 $ 548,745 35.6%

At December 31, 2008, the SERS disclosed no long-term contracts for contributions to the plan.

Summary of Significant Accounting Policies: The SERS financial statements are prepared on the accrual basis of accounting,
whereby expenses are recorded when the liability is incurred, revenues are recorded in the accounting period in which they
are earned and become measurable, and investment purchases and sales are recorded as of the related trade date. Member
and employer contributions are recognized in the period in which employee salaries are reported. Benefits and refunds are
recognized when due and payable in accordance with the terms of the plan.

Investment Valuation: Investments are reported at fair value, which is the amount that the SERS can reasonably expect to
receive for an investment in a current sale between a willing buyer and a willing seller, that is, other than in a forced or
liguidation sale. The investment in the Commonwealth Treasury short-term investment pool is reported at cost plus
allocated interest, which approximates fair value. Collateral received under the Commonwealth Treasury securities lending
program is reported at cost plus accrued interest, which approximates fair value. United States government securities,
corporate and foreign bonds and notes, common and preferred stocks, and the underlying holdings in funds-of-hedge funds
(reported as part of alternative investments), are generally valued based on published market prices and quotations from
national security exchanges and securities pricing services. Securities that are not traded on a national security exchange are
valued by the asset manager or third parties based on similar sales. Foreign exchange and futures contracts are marked-to-
market daily with changes in fair value recognized as part of investments and investment income. The fair values of equity
and commodity swaps are determined no less than monthly based on the return of the underlying indices, which is generally
exchanged for a short-term rate plus a spread. Real estate investments, which are subject to annual independent audits, are
primarily valued based on independent appraisals. Properties that have not been appraised are valued using the present
value of the projected future net income stream. Alternative investments, which are subject to an annual independent audit,
include interests in limited partnerships invested in venture capital, leveraged buyouts, private equities, and other
investments, are valued based on estimated fair value established by valuation committees.

The Collective Trust Funds (CTF) consist primarily of domestic and international institutional mutual and index funds. The
funds do not pay interest or dividends to shareholders, and reinvest all income earned on securities held by the fund. The
fair value of CTF is based on the reported share value of the respective fund. The CTF is subject to an annual independent
audit.

Unsettled investment sales are reported as investment proceeds receivable and unsettled investment purchases are reported
as investment purchases payable. Investment expenses consist of investment managers’ fees and those expenses directly
related to the SERS’ investment operations.
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Public School Employees’ Retirement System

Plan Description: The PSERS is a cost-sharing multiple-employer defined benefit retirement system established to provide
pension and other benefits for public school employee members. At June 30, 2009 there were 742 participating employers,
generally school districts. In relation to the PSERS, the Commonwealth is a non-employer contributor organization.

Benefits: The PSERS provides retirement, disability retirement, death and health care benefits. In most cases, retirement
benefits vest after 5 years of credited service. Members are eligible for full monthly retirement benefits upon reaching (a)
age 62 with at least one year of service, (b) age 60 with 30 or more years of service, or (c) 35 or more years of service
regardless of age. Benefits for full retirement are generally equal to 2 percent (Membership Class T-C) or 2.5 percent
(Membership Class T-D) of the member’s final average salary multiplied by the member’s number of years of credited service.
The Commonwealth has the authority to establish or amend benefit provisions.

Funding Policy: The Public School Employees’ Retirement Code provides that the PSERS Board has the authority to establish
or amend periodic employer contributions at actuarially determined rates, expressed as a percentage of annual covered
payroll. The active plan member contribution rates for employees in Membership Class T-C and T-D hired before July 22,
1983 are 5.25 and 6.50 percent of covered payroll, respectively; for employees in Membership Class T-C and T-D hired after
July 21, 1983, the rates are 6.25 and 7.50 percent, respectively. The increased member contribution rates for Class T-D
became effective January 1, 2002. Commonwealth law determines member contribution rates.

Since 1995, employers defined as school entities (school districts, area vocational-technical schools, and intermediate units)
are required to pay the entire employer contribution. The Commonwealth partially reimburses school entities in accordance
with Act 29 of 1994. The amount of reimbursement is at least one half of the total employer contribution. For employers that
are not school entities, the employer and the Commonwealth pay the employer contribution equally to the PSERS; no
Commonwealth reimbursement occurs.

Act 40 of 2003 amended the actuarial cost method in three areas that affect employer contribution rates. Act 40 changed
the amortization period from 10 years to 30 years for: unfunded liabilities accrued as a result of Act 9 of 2001; outstanding
balances of net actuarial losses during the fiscal years ended June 30, 2001 and 2002; and net gains and losses in future years.
Act 40 continued a 10-year amortization period for unfunded liabilities accrued prior to Act 9 of 2001; any future active
member improvements; and any retiree cost-of-living adjustments. Finally, Act 40 established an employer contribution rate
‘floor’ of 4 percent, exclusive of the premium assistance contribution rate, beginning July 1, 2004.

During each of the three fiscal years ended June 30, the annual required employer contribution and the related percentage of
that amount (in thousands) actually contributed are as follows:

Fiscal year Annual Required Percentage
Ended June 30 Contribution Contributed
2009 S 1,761,295 29%
2008 S 1,852,238 41%
2007 S 1,708,821 39%

At June 30, 2009, the PSERS disclosed that $144,278 of $244,327 (in thousands) of member receivables for purchases of
service credit is due subsequent to June 30, 2010.

Summary of Significant Accounting Policies: The PSERS financial statements are prepared on the accrual basis of accounting,
whereby expenses are recorded when the liability is incurred, revenues are recorded in the accounting period in which they
are earned and become measurable, and investment purchases and sales are recorded as of the related trade date. Member
and employer contributions are recognized in the period in which employees’ salaries are reported. Benefits and refunds are
recognized when due and payable in accordance with the terms of the plan.
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Investment Valuation: Investments are reported at fair value, which is the amount that the PSERS can reasonably expect to
receive for an investment in a current sale between a willing buyer and a willing seller, that is, other than in a forced or
liguidation sale. Short-term securities are reported at cost, which approximates fair value, unless they have published market
prices or quotations from national security exchanges or securities pricing services, in which case they are reported at the
published market price. Fixed income securities and common and preferred stocks are generally reported based on
published market prices and quotations from national security exchanges or securities pricing services. Securities that are
not traded on a national security exchange are valued by the respective fund manager or other third parties based on similar
sales. Real estate is primarily valued based on appraisals performed by independent appraisers or, for properties not
appraised, at cost or the present value of projected future net income.

Alternative investments, which include private equity, private debt, venture capital and equity real estate, are primarily
valued based on amounts established by valuation committees; such amounts include cash flow activity through fiscal year-
end. Futures contracts, foreign exchange contracts, and options are marked-to-market daily; changes in market value are
recognized as part of net appreciation/depreciation in the fair value of investments. Initial margin requirements for such
financial instruments are provided by investment securities pledged as collateral or by cash.

Collective trust fund investments (CTF) consist primarily of domestic and international institutional funds. The funds do not
pay interest or dividends to shareholders and reinvest all income earned on securities held by the fund. The fair value of CTF
is based on the reported share value of the respective fund. CTF are managed by state chartered banks for which various
state banking departments have regulatory oversight and investment advisors for which the Securities and Exchange
Commission has regulatory oversight.

Other Postemployment Benefits

Primary Government

The Commonwealth established and sponsors two primary plans which provide postemployment benefits other than
pensions (OPEB). These two plans are the Retired Employees Health Program (REHP) and the Retired Pennsylvania State
Police Program (RPSPP). These two plans are administered by the Pennsylvania Employee Benefits Trust Fund (PEBTF), which
acts as a third-party administrator and administers the REHP and RPSPP under an administrative agreement with the
Commonwealth. Both plans are single employer defined benefit OPEB plans. Nearly all Commonwealth agencies and several
discretely presented component units participate in the REHP. The Pennsylvania Judiciary (Judiciary), Pennsylvania House of
Representatives (House), and the Pennsylvania Senate (Senate) have established and sponsor their own OPEB plans. All OPEB
plans and benefit provisions therein have been established under pertinent statutory authority. The REHP is provided, in
part, as a part of collective bargaining agreements with most Commonwealth labor unions. The RPSPP is provided as a part of
collective bargaining agreements with certain Commonwealth labor unions.

Benefit provisions included in the REHP, RPSPP, Judiciary, House, and Senate plans are established and may be amended by
the establishing sponsor of the given OPEB plan. Each OPEB plan provides postemployment healthcare benefits and, to
varying degrees, some of the non-REHP OPEB plans provide specific dental, hearing, vision, life insurance, long term disability
and long term care benefits. Among the different OPEB plans, the REHP is the largest of such plans and provides only
postemployment healthcare benefits. None of the OPEB plans 1) issues a stand-alone financial report nor 2) is included in the
financial statements of a public employee retirement system.

REHP contribution requirements are established by the Office of Administration and the Governor’s Budget Office. All
employing agencies and certain plan members must contribute specified amounts to the REHP. During the fiscal year ended
June 30, 2009, almost all employing agencies contributed $240 (whole dollars) for each current, active employee per
biweekly pay period to fund the REHP. Several employing agencies contribute under comparable payment arrangements.
Effective July 1, 2003 certain changes to prescription formulary and certain member co-payment costs were made. Beginning
July 1, 2004 other periodic changes to both member contributions and REHP benefits were made. Starting July 1, 2005, REHP
plan members with membership dates after June 30, 2004 contribute between 1.0 percent and 2.0 percent of their final
salary, based on REHP enrollment date. In February 2008 a three tiered prescription REHP member copayment was
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introduced and in May 2008 a Medicare Private Fee-For-Service plan for REHP was started. In January 2010, the majority of
REHP Medicare-eligible members were enrolled in Medicare HMO or Medicare PPO medical plans.

RPSPP contribution requirements are established within collective bargaining agreements. During the fiscal year ended June
30, 2009 employing agencies contributed $700 (whole dollars) for each current, active employee per biweekly pay period to
fund the RPSPP. RPSPP plan members are not required to make contributions.

The REHP and RPSPP funding rates needed to fund ongoing annuitant health care costs are established as part of the
Commonwealth’s annual budgeting process. During the fiscal year ended June 30, 2009, the Commonwealth funded $505
million and $54 million of annuitant health care claims and administrative costs for the REHP and RPSPP, respectively. Any
additional contributions to advance fund annuitant health care costs are determined annually by the Commonwealth. During
the fiscal year ended June 30, 2008, advance funding of $60 million for the REHP and $50.8 million for the RPSPP was
contributed to the Other Postemployment Benefits Investment Pool, a Pension (and Other Employee Benefit) Trust Fund. No
such additional, advance contributions were made during the fiscal year ended June 30, 2009.

Annual OPEB cost and actual contributions — primary government OPEB plans:

As of and for the fiscal year ended

June 30, 2009 REHP RPSPP Judiciary House Senate Total
Annual required contributions.........c.ccecveveevereiveeneernnnes $818.510 $143.350 $38.483 $38.231 $26.206 $1,064.780
Interest on net OPEB obligation.........ccceveeievierieniennenee. - 0.280 1.011 1.245 0.999 3.535
Adjustment to annual required contribution................ - -0.240 -0.896 -1.698 -0.762 -3.596
Annual OPEB COSt (EXPENSE).....cevverreriiererieniienienvenenans 818.510 143.390 38.598 37.778 26.443 1,064.719
Qualifying contributions........ccccecevevererinieneneneneeene -505.560 -54.570 -18.361 -8.936 -5.199 -592.626
Increase in net OPEB obligation..........c.cceceevericnecnnns 312.950 88.820 20.237 28.842 21.244 472.093
Net OPEB obligation, July 1, 2008............cccccuveireinnene - 5.500 20.228 27.662 19.976 73.366
Net OPEB obligation, June 30, 2009...........cccccvevverienne $312.950 $94.320 $40.465 $56.504 $41.220 $545.459

(amounts in millions)

For the primary government, for all OPEB plans, total qualifying contributions of $592.6 during the fiscal year ended June 30,
2009 in relation to the total annual OPEB cost of $1,064.7 for the fiscal year, resulted in an increase in prior year OPEB
obligations of $472.1 and an unfunded OPEB liability of $545.5 (in millions) is reported as of June 30, 2009. Percentage of
annual OPEB cost contributed during the fiscal years ended June 30, 2009 and 2008 (transition year) is as follows (dollar
amounts in millions):

REHP RPSPP Judiciary House Senate Total
For the fiscal year ended June 30, 2009
ANNUAL OPEB COSt...cueiiiieiinieniienienieerereieeieeiere e $818.510 $143.390 $38.598 $37.778 $26.443 $1,064.719
Percentage of annual OPEB cost contributed...........c..c......... 61.766 38.057 47.570 23.654 19.661 55.660
Net OPEB 0bligation.......cccuecveeiieiiieiiesiesie e $312.950 $94.320 $40.465 $56.504 $41.220 $545.459
For the fiscal year ended June 30, 2008 (transition year)
ANNUAI OPEB COSt......oiviiiiiiiieiiiinienicrcreit e $590.400 $120.300 $36.400 $35.900 $40.500 $823.500
Percentage of annual OPEB cost contributed. 100.000 95.428 44.505 23.120 50.677 91.102
Net OPEB 0bliation.......ccceeeeueeveinieriieieiecieree e - $5.500 $20.228 $27.662 $19.976 $73.366
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Funded status of the OPEB plans as of June 30, 2009 is as follows (dollar amounts in millions):

OPEB Plan Actuarial Valuation Actuarial Actuarial Unfunded Funded Ratio Estimated UAAL as a
Date Value of Accrued Liability ~ Actuarial Accrued  (assetsas % of  Annual Covered Percentage of
Assets (AAL) Liability AAL) Payroll Annual Covered
(UAAL) Payroll

July 1, 2008 $47.920 $13,257.570 $13,209.650 0.361 $4,093.000 322.7
... July 1, 2008 40.570 2,104.240 2,063.670 1.928 337.000 612.4
.... December 31, 2007 - 426.700 426.700 - 185.300 230.3
... July1,2008 - 308.459 308.459 - 102.701 300.3
.. July 1, 2007 - 252.329 252.329 - 49.712 507.6
$88.490 $16,349.298 $16,260.808 0.541 $4,767.713 341.1

The REHP and RPSPP data in the preceding charts was obtained from an actuarial valuation, prepared by an independent
actuary, as of July 1, 2008 using census data collected as of December 2008 and health care claims costs for calendar year
2008. The valuation measurements result, in part, from estimates of the value of reported amounts and assumptions about
the probability of events far into the future and such actuarially determined estimates are subject to continual revision as
actual results are compared to past expectations and new estimates are made about the future. Also, the valuation
measurements are based, in part, on the types of benefits provided under the terms of the substantive plan at the time of
the valuation and on the pattern of sharing of costs between the Commonwealth and its employing agencies and the plan
members through July 1, 2008. Inherently, the projection of benefits for financial reporting purposes does not explicitly
incorporate the potential effects of legal or contractual funding limitations on the pattern of cost sharing between the
employer and plan members in the future. The actuarial measurements were made using a long-term perspective and,
consistent with that perspective, the different actuarial methods and assumptions used include techniques that are designed
to reduce short-term volatility in both actuarial accrued liabilities and the actuarial value of assets.

Specific actuarial assumptions for the REHP and RPSPP:

Actuarial cost method: Projected Unit Credit
Method used to determine actuarial value of assets: Fair Value
Investment returns: 5.0 percent
Healthcare cost trend increases: Initial Rate Ultimate Rate

REHP RPSPP REHP  RPSPP
Medicare-Retiree
Medical Benefits (REHP) 20.7 -- 4.75 -
Non-Medicare Retiree
Medical Benefits (REHP) 10.0 -- 4.75 -
Medical Benefits (RPSPP) -- 10.0 - 4.75
Pharmacy Benefits 7.0 7.0 4.75 4.75
Dental Benefits (RPSPP) -- 6.0 -- 4.75
Part B Premiums -- - 4.75 4.75
Amortization method: Level percent of payroll
Amortization period: 30 years, using fresh start each year

Schedules of Funding Progress and Employer Contributions for primary government OPEB plans are included in Required
Supplementary Information, immediately following the Notes to the Financial Statements, and include two fiscal years of
information about whether the actuarial value of plan assets is increasing or decreasing in relation to the actuarial accrued
liability for benefits.
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Discretely Presented Component Units

Each discretely presently component unit with employees participates in the Commonwealth’s REHP except for the
Pennsylvania Turnpike Commission and the Pennsylvania Housing Finance Agency, which have both established and sponsor
their own, separate OPEB plans. The State System of Higher Education (SSHE), another discretely presented component unit,
participates in the REHP, for certain employees, as well as its own, separate SSHE OPEB plan. All separate, non-REHP plans,
have been established under pertinent statutory authority. All benefit provisions and contributions are established by the

plan sponsors.

As of and for the fiscal year ended PA Turnpike PA Housing State System of Total
June 30, 2009 Commission Finance Agency Higher Education
Annual required contributions...........cceceeveieeeeeieeeneene. $26.764 $3.363 $85.687 $115.814
Interest on net OPEB obligation.........ccccceviiiriinnicnnienne 1.071 0.131 29.499 30.701
Adjustment to annual required contribution................... 0.017 -0.178 -29.736 -29.897
Annual OPEB COSt (EXPENSE)....ueeverererreerierieeeereeeneeeeeenns 27.852 3.316 85.450 116.618
Qualifying contributions..........ccccecereenienenieneeneeseeee -29.034 -0.408 -43.847 -73.289
Increase in net OPEB obligation/(asset).............c.ccc...... -1.182 2.908 41.603 43.329
Net OPEB obligation/(asset), July 1, 2008....... -1.094 3.041 621.030 622.977
Net OPEB obligation/(asset), June 30, 2009 -$2.276 $5.949 $662.633 $666.306
(amounts in millions)
As of and for the fiscal year ended Actuarial Actuarial Unfunded Funded Ratio Estimated UAALasa
June 30, 2009 Value of Accrued Liability ~ Actuarial Accrued  (assetsas % of  Covered Payroll Percentage of
Assets (AAL) Liability AAL) Covered Payroll
(UAAL)

State System of Higher Education.............. - $1,049.267 $1,049.267 - $510.373 205.6
PA Turnpike Commission (May 31, 2009).. $14.000 228.067 214.067 6.139 118.559 180.6
PA Housing Finance Agency.......cccoceeveuennne - 28.072 28.072 13.382 209.8

($ amounts in millions)

Additional disclosures for the three OPEB plans are available from the separately-issued audited financial statements of the
three discretely presented component unit plan sponsors.
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NOTE J - SHORT-TERM DEBT, DEMAND REVENUE BONDS PAYABLE,
NOTES PAYABLE AND OTHER FINANCING OBLIGATIONS

Primary Government

During the fiscal year ended June 30, 2009, the Commonwealth did not issue any tax or bond anticipation notes or any other
short-term debt and no short-term debt was repaid. As further described in Note R to the Financial Statements, 1) the
General Fund borrowed $650 million from the Motor License Fund during October 2009 and 2) the General Fund issued
$800 million of tax anticipation notes in December 2009. At June 30, 2009 and 2008, no short-term debt was outstanding
except for the current portion of a governmental activities statutory liability for an other financing obligation to the
Underground Storage Tank Indemnification Fund, an Agency Fund, at June 30, 2009 amounting to $1 million, and at June 30,
2008 amounting to $8 million; the noncurrent portion of this statutory liability, also reported as an other financing obligation,
amounted to $66.5 million at June 30, 2009 and amounted to $62.5 million at June 30, 2008.

Discretely Presented Component Units

The Pennsylvania Higher Education Assistance Agency (PHEAA), a discretely presented component unit, has reported
$8,535,124 of demand revenue bonds, $2,826,428 of notes payable (consisting of student loan financings of $726,019,
student loan floating rate notes of $1,300,449 and student loan variable rate notes of $799,960), and $274,856 of other
obligations (consisting of capital financings of $76,286, term financings of $127,090 and lines of credit of $72,000, net of
unamortized discount of $520) at June 30, 2009 as follows (amounts in thousands):

Balance Balance
June 30, 2008 Additions Reductions June 30, 2009

Student loan demand revenue bonds and

auction rate notes, due 2016-2047, at weighted-

average interest rates of 2.93 and 5.33 percent

at June 30, 2009 and 2008, respectively..........c.ceeveervererrererrernns S 9,499,900 S - S 955,650 S 8,544,250

Less: deferred amount on current refunding

of student loan demand revenue bonds..........ccocevevererencnnenne. 9,925 - 799 9,126

Total demand revenue bonds payable

and auCtioN rate NOLES.......ccveeeevieeciee e S 9,489,975 S - S 954,851 S 8,535,124

Notes payable:

Student loan variable rate funding note,

due 2014 at estimated weighted-average

interest rate of 0.74 percent at June 30, 2009...........cccveerverennne S - S 799,960 S - S 799,960

Student loan financings, due on demand

at weighted-average interest rates of

1.08 and 2.96 percent at June 30, 2009

and 2008, reSPeCtiVelY.......cocvrverierierienierieeeeete e 1,084,019 - 358,000 726,019

Student loan floating rate notes, due

2016-2042 at weighted average interest

rates of 1.22 and 2.93 percent at June 30,

2009 and 2008, respectively.......ccecvverveeieeiienieeniesee e e see e 1,388,543 - 88,094 1,300,449

Total Notes Payable......coviirieiieiieeceeeee s S 2,472,562 S 799,960 S 446,094 S 2,826,428
Capital and other financing obligations:

Capital financings, due 2009-2016, at

weighted-average interest rates of 5.29

and 5.88 percent at June 30, 2009 and

2008, reSPECHIVEIY....cuirieiereretiietieiete ettt e et anns S 76,766 S 4650 S 5130 S 76,286

Term financings, due 2009-2030, at weighted-

average interest rate of 5.09 percent

at both June 30, 2009 and 2008...........ccecerereeerieeeerieienieneeneens 68,205 - 1,795 66,410

Term financing, due 2029, at interest rate of

zero percent at June 30, 2009........ccovieeriiieniiie e - 60,680 - 60,680

Line of credit, due 2009-2011, at weighted-

average interest rates of 2.82 and 5.20 percent

at June 30, 2009 and 2008, respectively........ccoveveereeneereeninenne 94,035 - 22,035 72,000

Subtotal.....ccceveerererieienne. 239,006 65,330 28,960 275,376

Less: unamortized diSCOUNT.......c.eevvieriirreerieerrienienereeie e 599 - 79 520

Total capital and other financing obligations............cccocceeeiieene S 238,407 S 65,330 S 28,881 S 274,856
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NOTE J - SHORT-TERM DEBT, DEMAND REVENUE BONDS PAYABLE,
NOTES PAYABLE AND OTHER FINANCING OBLIGATIONS (continued)

The note and bond indentures, among other things, require the PHEAA to comply with various covenants. All student loan
borrowings are collateralized by student loans and investments. At June 30, 2009, $11.3 billion of such debt was
collateralized by $11.0 billion of student loan principal and related interest receivable and $342.5 million of investments and
related interest receivable. The demand bonds payable are subject to purchase, at par plus accrued interest, by the PHEAA on
demand of the bondholder banks upon seven days prior irrevocable written notice. Under the irrevocable letters of credit,
the trustee is entitled to draw an amount sufficient to pay the purchase price of the bonds delivered to it. As of June 30,
2009 there were $1.2 billion of variable-rate demand bonds that were put to the liquidity provider and are classified as bank
bond mode with interest rates ranging from one-month LIBOR plus 1.75 percent to prime rate plus 2.0 percent. The letters of
credit are valid from 2009 through 2015. The PHEAA is required to pay annual commitment fees ranging from 10 to 32 basis
points for the variable rate demand bonds and 90 basis points for the Pennsylvania Local Government Investment Trust. At
June 30, 2009 total liquidity coverage was $1.3 billion. Capital financings are collateralized with capital assets. At June 30,
2009 the PHEAA had $2.5 million of available credit under capital financing arrangements.

Debt service requirements subsequent to June 30, 2009, based upon stated maturities for demand bonds and estimated
interest rates for variable-rate debt after considering terms renegotiated after June 30, 2009 are as follows (amounts in
thousands):

Student Loan Bonds and Notes Other Financing Obligations
Year of
Maturity Principal Interest Principal Interest
2010, .t S 726,019 S 157,158 S 84,247 S 9,633
201 - 154,663 64,537 7,365
2002ttt eneaen - 154,663 3,503 5,096
20130 e s - 154,663 3,804 3,190
2004 - 154,663 2,125 3,031
201519 i 580,744 726,298 12,145 13,464
2020-24... 370,620 634,903 15,390 10,134
2025-29... 1,486,960 545,941 80,325 5,900
2030-34... 313,500 502,464 9,300 1,033
2035-39... 1,429,485 465,426 - -
2040-44... . 2,053,500 344,477 - -
2045-50.....0ccemteereieneenienieeeeee e naens 4,409,850 96,078 - -
TOtAl i S 11,370,678 S 4,091,397 S 275,376 S 58,846
Reported as:
Demand revenue bonds payable.........cccccoeveeieireeinreeienenne S 8,535,124 S -
Add: Deferred amount on current refundings.........cccccevvevenne 9,126 -
Total principal owed on
demand revenue bonds payable..........cccecerirninieninieniens 8,544,250 -
Notes payable - CUMTeNt........ccveiiriirieieniee e 726,019 -
Notes payable - NON-CUITENt.......cecveriiiierieieceeee e 2,100,409 -
Other financing obligations, current..........cccceeceeveevenienenciene - 84,247
Other financing obligations, non-current...........ccccoveeevervennene - 190,609
Add: Unamortized disCOUNt........c.covviiiniieniiieniieniee e - 520
TOtal PriNCIPal .oueeveeeieeeeieteceereee ettt S 11,370,678 S 275,376

The PHEAA has $11.4 billion of student loan notes, bonds and financings that are variable-rate debt, of which $8.8 million
resets based upon auctions every seven days, $6.6 billion resets based upon auctions every 28 days, $784 million resets
based upon auctions every 35 days, $2.7 billion is indexed to the 1-month or 3-month LIBOR, $113 million is indexed to 3-
month financial commercial paper and $1.2 billion is in bank bond mode. PHEAA notes and bonds payable, as well as all
other debt, are limited obligations of the PHEAA payable only from related pledged assets.

In addition to the PHEAA’s reported current notes payable of $726,019 at June 30, 2009, the Philadelphia Regional Port
Authority (PRPA) reported current notes payable of $393. Also, in addition to the PHEAA’s reported non-current notes
payable of $2,100,409 at June 30, 2009, component unit organizations of the State System of Higher Education reported non-
current notes payable of $163,467; the Philadelphia Shipyard Development Corporation (PSDC) reported non-current notes
payable of $20,703 (at its December 31, 2008 year end); and the PRPA reported non-current notes payable of $1,627. Total
reported notes payable, current and non-current, for all discretely presented component units totaled $726,412 and
$2,286,206, respectively, at June 30, 2009 (December 31, 2008 for the PSDC) (amounts in thousands).
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS

Long-term obligations of the Commonwealth’s governmental activities at June 30, 2009 and changes therein during the fiscal
year ended June 30, 2009 are as follows (amounts in thousands):

Maturity Bonds

Issue Interest Dates  Authorized Balance Balance
GENERAL LONG-TERM OBLIGATIONS Dates Rates Through But Unissued July 1,2008 Additions Reductions June 30,2009
General Obligation Bonds Payable From
TaxRevenues:

Capital Facilities.... 1992-092.00-5.00% 2029  $75,646,406 S 4,599,995 $ 999,000 $ 502,105 $ 5,096,890

Disaster Relief......cccccevvveens .. 2000-015.00-6.00% 2012 105,908 4,995 - 1,820 3,175
Land and Water Development.. 1992 6.00-6.25% 2012 300 1,090 - 190 900
Nursing Home Loan Development... . - - - 31,000 - - - -
Volunteer Companies Loan.......c.ccvveennns 1992-98 6.00-6.25% 2012 50,000 510 - 215 295
Vietnam Conflict Veterans
Compensation.......cccuvieiiniiiiiiniiiiccinn, - - - 3,000 - - - -
Water Facilities Loan......cccccevcveevnieeennenne 1992 6.00-6.25% 2012 11,500 7,965 - 1,410 6,555
Pennsylvania Economic Revitalization..... 1992 6.00-6.25% 2012 14,000 2,175 - 385 1,790
Pennsylvania Infrastructure
Investment Authority........ccoceeveeenieennes 1992-07 3.50-6.25% 2027 552,000 121,960 - 6,940 115,020
Agricultural Conservation Easement
PUIChase....cocveiiieeniiieieeec e 1992 6.00-6.25% 2012 - 3,845 - 1,465 2,380
Local Criminal Justice.......cooeevveerueennenn. 2000-08 4.00-5.25% 2028 3,000 5,965 - 975 4,990
Keystone Recreation, Parkand
Conservation.......cccccveriiiiiiiici, 1997 5.00% 2008 - 250 - 250 -
Water Supply and Wastewater
Treatment 2005-07 3.45-5.50% 2027 59,000 188,580 - 5,645 182,935
Growing Greener.......... 2005-09 2.00-5.60% 2029 240,500 311,960 65,000 9,590 367,370
Persian Gulf Conflict Veterans
ComMPENSAtioN....ccovierrierrieeiiceee e 2008 4.00-5.00% 2028 13,000 7,000 - 220 6,780
RefundingBonds........ccoceeeniieniecnieennneenn 2002-09 2.00-5.50% 2021 - 2,947,927 151,788 222,035 2,877,680
Total principal......ccoceeviieiiiieniieniecee, 76,729,614 8,204,217 1,215,788 753,245 8,666,760
Unamortized premium on bonds issued.. - 587,106 88,922 37,050 638,978
Unamortized deferred net refunded loss. - (158,712) (12,686) (16,024) (155,374)
Total general obligation bonds payable.. 76,729,614 8,632,611 1,292,024 774,271 9,150,364
Other General Long-Term Obligations
Payable From Taxand Other Revenues:
Installment Purchase Obligations........... - - - - 3,845 3,802 1,167 6,480
Capital Lease Obligations........c.ccccocueenunes - - - - 33,760 115 3,625 30,250
Self-Insurance--Note M * . - - - - 739,282 585,628 564,803 760,107
Compensated Absences *... - - - - 724,383 483,195 449,951 757,627
Pollution Remediation Obligations . - - - - 303,713 24,156 53,766 274,103
Other - - - - 737,063 156,664 176,550 717,177
Subtotal - 2,542,046 1,253,560 1,249,862 2,545,744
TOTAL GENERAL LONG-
TERM OBLIGATIONS.......ovviiiieiiiiciiieeciinn $76,729,614 $11,174,657 $2,545,584 $2,024,133 S 11,696,108

* The estimated current portion of self-insurance and compensated absences liabilities is $142,753 and $93,562, respectively
(amounts in thousands).

Total principal ‘Additions’ above, amounting to $1,215,788, are equal to Bonds Issued of $1,064,103 and Refunding Bonds
Issued of $155,642 reported in the Governmental Funds ‘Statement of Revenues, Expenditures, and Changes in Fund
Balances’ less net principal accretion on maturing debt for capital appreciation bonds of $3,957 for the fiscal year ended June
30, 2009 (amounts in thousands).
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

Revenue bond obligations of discretely presented component units at June 30, 2009 (May 31, 2009 for the Pennsylvania
Turnpike Commission (PTC)) and changes during the fiscal year then ended are as follows (amounts in thousands):

Maturity Bonds
Issue Interest Dates Authorized Balance Balance

REVENUE BONDS PAYABLE Dates Rates Through But Unissued July 1, 2008 Additions Reductions June 30, 2009
Philadelphia Regional Port Authority..........ccccevevvevevinenenenne 2003-08 3.00-5.00 2020 S 41,700 S 41,965 S 41,700 S 41,965
Pennsylvania Housing Finance AgeNCy.........coecererveuveerennes 1990-08  various 2038 4,276,443 440,619 459,238 4,257,824
Pennsylvania Industrial Development Authority. ... 2002-08 4.00-5.50 2024 385,895 - - 385,895
Pennsylvania Turnpike Commission..... .. 1998-09  various 2041 3,836,840 1,003,050 67,555 4,772,335
Commonwealth Financing Authority............. ... 2005-09 3.00-6.40 2031 721,605 100,000 23,505 798,100
Pennsylvania Infrastructure Investment Authority............... 1998-05 2.00-5.00 2014 47,940 - 12,655 35,285
Total principal obligations...........ccccoveerereirinencerees 9,310,423 1,585,634 604,653 10,291,404
Less: Bond discounts - - - - (12,182) (4,576) (1,435) (15,323)
Add: Bond premium: - - - - 77,762 2,345 6,276 73,831
Less: Deferred net refunded 10Ss........ccecvverreneeencnicnenene - - - - (99,886) (4,264) (13,144) (91,006)
TOTAL i S 9,276,117  $ 1,579,139 S 596,350 S 10,258,906

Additionally, the Port of Pittsburgh Commission and component unit organizations of the State System of Higher Education
reported revenue bonds payable of $2,000 and $683,113, respectively, at June 30, 2009 for total revenue bonds payable for
all discretely presented component units of $10,944,019. Total reported current and non-current revenue bonds payable
were $925,918 and $10,018,101, respectively, at June 30, 2009 (May 31, 2009 for the PTC) (amounts in thousands).

Primary Government

The Commonwealth has pledged its full faith and credit for the payment of principal and interest on its general obligation
bonds. The General Fund, the Motor License Fund and the PA Gaming Economic Development and Tourism Fund transferred
amounts to Debt Service funds for general obligation bond principal and interest payments. During the fiscal year ended June
30, 2009 these three Funds transferred $874,598, $37,851 and $14,169, respectively, to the Capital Debt Fund, which
reported $941,203 (nearly 94 percent) of total Debt Service funds principal and interest expenditures of $1,001,360 (amounts
in thousands). Typically, except for Catastrophic Loss Benefits Claims, which are funded by motorist violation fines, general
long-term obligations other than general obligation bonds are mostly funded by the General Fund and/or the Motor License
Fund. In specific, limited instances, a variety of individual Funds will fund some obligations; such instances include capital
assets being procured using long-term vendor or other financing; Commonwealth employees earning compensated absences;
or self-insurance claims originating.

The total “Additions” of $1,292,024 for General Obligation Bonds Payable at June 30, 2009 consists of total bond and
refunding bond proceeds of $1,141,689 and $166,978, respectively, for Governmental Funds (including premium of $88,922),
less net principal accretion on maturing debt for capital appreciation bonds of $3,957 less deferred net refunded losses of
$12,686 during the fiscal year ended June 30, 2009. As part of the total “Additions” the total principal of $1,215,788 for
General Obligation Bonds Payable consists of bonds issued of $1,064,103 and refunding bonds issued of $155,642, less net
principal accretion on capital appreciation bonds of $3,957.

The total “Reductions” of $774,271 for General Obligation Bonds Payable at June 30, 2009 consists of total principal
repayments of $753,245, plus $37,050 of bond premium that was amortized and credited to bond interest expense in the
Statement of Activities (unamortized premium in the Statement of Net Assets at June 30, 2009 is $638,978), less $16,024 of
deferred net refunded loss that was amortized and charged to bond interest expense in the Statement of Activities
(unamortized deferred net refunded loss in the Statement of Net Assets at June 30, 2009 is $155,374) (amounts in
thousands):
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

Additions Reductions
Bonds/refunding bonds isSUEd...........cceeerievrieiiereeirieiecreeeeere e S 1,219,745 S 753,245
Net principal @CCretion........oocccvieieciiec e e (3,957) -
Total PrinCiPal..ccceeee e 1,215,788 753,245
Unamortized premium on bond/refunding bond issued....................... 88,922 37,050
Unamortized deferred net refunded 10ss.......ccccccvvviieiieeeiciie e, (12,686) (16,024)
Changes in general obligation bonds payable..............cccccceviviirennnenn. S 1,292,024 § 774,271

The balance outstanding at June 30, 2009 for general obligation refunding bonds does not include any principal or accreted
value for capital appreciation bonds; all such bonds matured on July 1, 2008.

Included in “Other” for Other General Long-Term Obligations payable from workers’ compensation insurance carrier
assessments, General Fund, Motor License Fund, Hazardous Sites Cleanup Fund and/or other governmental Fund tax
revenues and investment income are the following at June 30, 2009 (amounts in thousands):

Workers' Compensation Security Trust Claims........ccccevcieeeecieeeeciee e, S 498,269
Catastrophic Loss Benefits Claims........cccoeecciiiiiieeiieiiiiiieee e 82,075
Public Utility Realty Tax Act (PURTA)......cooeiiee e e e riee e 30,306
Litigation--NOte N....coooiiiii 14,000
State Insurance FUN ClaimsS......cooiviviiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeee et eeenens 9,377
FOSEEI CAr@ ...oeveiieee ettt e et e e e e e e e e e st e e e e e e eessabaneeeaes 79,800
T ot {=Te [ Y=Y ol T o) £ PRS 3,350
o) 7= ORI S 717,177

The Workers’” Compensation Security Trust Fund provides for payment of valid claims under the Workers’ Compensation Law
to individuals whose employers are insured by insolvent insurance carriers. The Catastrophic Loss Benefits Continuation Fund
provides specific benefits to qualifying claimants who sustained severe injuries in motor vehicle accidents. The PURTA
provides for a tax on utility realty property whereby amounts received during the fiscal year are used as a General Fund
revenue source. The Act also provides for payment of a majority of the PURTA revenues as a distribution to local taxing
authorities during the following fiscal year (normally in October). Such payments are appropriated for expenditure in the
following fiscal year and are, therefore, not expendable during the fiscal year the related revenue is received. Pollution
remediation obligations generally involve groundwater, surface water and/or soil at or adjacent to former
manufacturing/industrial locations. Also, affected landfills have either received specific contaminants and/or are the source
of leachate, either on-site or affecting adjacent properties. Typical contaminants include petroleum, chlorinated and/or
polycyclic aromatic hydrocarbons; also, priority pollutant and/or target analyte list metals or lead. Financial responsibility is
often coordinated between the Commonwealth, the Federal Environmental Protection Agency and, from time to time, either
private responsible or potentially responsible parties. Reported obligation amounts do not include instances, or portions of
instances, where specific components of a potential remediation effort are not reasonably estimable as of June 30, 2009. The
nature of the remediation activities in such instances is often site assessment, investigation or feasibility studies.
Remediation efforts are typically funded through the Hazardous Sites Cleanup Fund or the Motor License Fund, both special
revenue funds. None of the ‘Other’ amounts included in General Long-Term Obligations at June 30, 2009 are payable with
currently expendable available financial resources.

The Commonwealth’s constitutional debt limit, which allows for the incurrence of debt to be used for capital projects without
electorate approval as specifically itemized in a capital budget, was $56.1 billion as of August 31, 2009, with net debt
outstanding of $7.5 billion.

Discretely Presented Component Units

The Pennsylvania Housing Finance Agency (PHFA), the Pennsylvania Higher Education Assistance Agency (PHEAA), the
Pennsylvania Industrial Development Authority, the Pennsylvania Turnpike Commission (PTC) and the Pennsylvania
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NOTES TO FINANCIAL STATEMENTS

June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

Infrastructure Investment Authority, discretely presented component units, have pledged substantially all of their revenues
for the redemption of revenue bonds outstanding. Revenue bonds outstanding at June 30, 2009 (May 31, 2009 for the PTC)
include unamortized bond discount, unamortized bond premium, and deferred net refunded losses of $15.3 million, $73.8

million, and $91.0 million, respectively.

The following tables present annual principal and interest payments for long-term debt outstanding for the primary
government and discretely presented component units at June 30, 2009 (May 31, 2009 for the Pennsylvania Turnpike

Commission) (amounts in thousands):

GENERAL OBLIGATION BONDS:
Capital FACilities....coevrerererrieererscsiees
Disaster Relief. ..o
Land and Water Development...........occcevernae

Nursing Home Loan Development

Volunteer Companies Loan
Vietnam Conflict Veterans
ComMPENSALION....cviiriieeeecer et
Water Facilities Loan.......ccouveneercenienneenns
Pennsylvania Economic Revitalization............
Pennsylvania Infrastructure

Investment AUthOrity......oveeevicenisicienens
Agricultural Conservation Easement
PUFChESE e
Local Criminal JUStICe...c.ovevieeriircrrieicnes
Keystone Recreation, Parkand
Conservation.......oocveevieniiicsnie
Water Supply and Wastewater

Treatment

Growing Greener.

Persian Gulf Conflict Veterans....

Refunding Bonds.......ccveveerirerveeniernirnriennnnens

Total Principal and Interest.........ccceovverivnen,
Less: Interest Payments.......c.ceeveveeeveniene

Total General Obligation Bonds

Other General Long-Term Obligations

TOTAL GENERAL LONG-TERM OBLIGATIONS

Primary Government

2010 2011 2012 2013 2014 2015-19 2020-24
$ 585,836 $ 562,609 ¢ 533,096 $ 475018 $451,103 $ 1,879,867 S 1,905,439
1,692 1,607 163 - - -
255 257 253 253 - -
86 82 82 83 - -
1,856 1,852 1,850 1,846 - -
509 503 505 505 - -
11,388 11,273 11,208 10,938 9,014 45,113 45,405
676 672 670 670 - -
564 552 501 446 389 1,972 2,002
14,795 14,814 14,807 14,799 14,803 74,185 74,531
30,316 30,339 30,353 30,342 30,325 151,954 152,773
539 538 537 536 544 2,722 2,835
392,295 406,187 409,183 415861 368,132 1,332,552 326,087
1,040,807 1,031,375 1,003,208 951,297 874,310 3,488,365 2,509,072
414,717 384,729 347,226 320,325 367,308 992,416 510,390
626,090 646,646 655,982 630,972 507,002 2,495,949 1,998,682
366,935 138,074 127,772 127,012 136,010 687,966 526,772
$ 993,025 $ 784,720 S 783,754 $ 757,984 $643,012 $ 3,183,915 § 2,525,454

The portion of Total General Long-Term Obligations principal due by June 30, 2010 amounts to $993,025 (in thousands).
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NOTES TO FINANCIAL STATEMENTS

June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

Primary Government (continued)

2025-29 2030-34 2035-39 2040-44 2045-49 Total
GENERAL OBLIGATION BONDS:
Capital FaClities......coveveereieeeieieeeteee et S 1,043,784 S - S - S S - S 7,436,842
Disaster Relief........ccovciveeiiieeiieee e - - - - 3,462
Land and Water Development..........ccceeveeveeneeneeneenennnes - - - - 1,018
Nursing Home Loan Development.........ccccoecveevvveeeiveennennn - - - - -
Volunteer Companies Loan........oceevueevueeiieeieniieenieeseeenaeenns - - - - 333
Vietnam Conflict Veterans
COMPENSALION....ciiiiiiiie ittt - - - - -
Water Facilities LOan.........ccovevuveeeieeeiieeeeec e eeeenveeeeeeens - - - - 7,404
Pennsylvania Economic Revitalization..........c.ccoecuevcvernenen. - - - - 2,022
Pennsylvania Infrastructure
Investment AUthOTItY......cccevverciinieeecce e 24,758 - - - 169,097
Agricultural Conservation Easement
PUICNASE....viiiiieee ettt ettt et - - - - 2,688
Local Criminal JUSTICE.......uvvviiieiieeieec et 729 - - - 7,155
Keystone Recreation, Park and
CONSErvation........cociveiiiiiiiiiicic e - - - - -
Water Supply and Wastewater Treatment..........cocceevenene 53,341 - - - 276,075
GrOWING GrEENET.....eiiiiieitieeiiee ettt e etee et e s e 107,127 - - - 563,529
Persian Gulf Conflict Veterans.........cceeeevieecreecieecieccieeneens 2,304 - - - 10,555
RefuNding BONGS.......coviiriiiriirierienieneesieesieesiee e - - - - 3,650,297
Total Principal and INterest........ccovveeveeneenieeneeneeneeneenne 1,232,043 - - - 12,130,477
Less: Interest Payments........ccoceviviiiiiiiiniiciniicciecns 126,606 - - - 3,463,717
Total General Obligation Bonds.........ccccevvevvveevieenieniiennenns 1,105,437 - - - 8,666,760
Other General Long-Term Obligations. 435,204 - - - 2,545,745
TOTAL GENERAL LONG-TERM OBLIGATIONS.......cccvvernne $ 1,540,641 S - S - S S - $ 11,212,505
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

DISCRETELY PRESENTED COMPONENT UNITS

2010 2011 2012 2013 2014 2015-19 2020-24
Philadelphia Regional Port Authority........... S 4,606 S 4609 S 4,604 S 4,604 S 4,604 S 23,035 S 9,214
Pennsylvania Housing Finance Agency......... 281,005 266,741 265,253 256,173 244,561 1,220,975 1,110,802
Pennsylvania Industrial Development
AUhOFItY. .o 42,756 42,396 39,318 38,304 39,156 183,599 171,959
Pennsylvania Turnpike Commission............. 870,321 307,216 228,183 229,349 230,560 1,159,418 1,112,300
Commonwealth Financing Authority 68,790 71,348 71,339 71,335 71,340 356,744 356,754
Pennsylvania Infrastructure Investment
AUhOFItY..cceeeiiiiiice 13,607 9,991 7,054 3,913 2,419 1,608 -
Total Principal and Interest..........cccceevenenne 1,281,085 702,301 615,751 603,678 592,640 2,945,379 2,761,029
Less: Interest Payments........cccccevveveenennenne. 355,167 327,677 314,810 303,585 292,073 1,281,957 974,314
TOTAL PRINCIPAL OBLIGATIONS.............c.... S 925918 S 374,624 S 300,941 S 300,093 S 300,567 S 1,663,422 S 1,786,715
2025-29 2030-34 2035-39 2040-44 Total
Philadelphia Regional Port Authority........... S - S - S - S - S 55,276
Pennsylvania Housing Finance Agency......... 1,085,655 899,449 446,123 - 6,076,737
Pennsylvania Industrial Development
AULhOFILY ..o - - - - 557,488
Pennsylvania Turnpike Commission. 1,123,167 1,107,266 719,997 94,992 7,182,769
Commonwealth Financing Authority........... 167,114 15,838 - - 1,250,602
Pennsylvania Infrastructure Investment
AULhOFILY ..o e - - - - 38,592
Total Principal and Interest.........cccccveenenee 2,375,936 2,022,553 1,166,120 94,992 15,161,464
Less: Interest Payments........cccceveeevnieennnnn. 618,791 325,489 74,915 1,282 4,870,060
TOTAL PRINCIPAL OBLIGATIONS.........ccevnee $ 1,757,145 $ 1,697,064 S 1,091,205 $ 93,710 S 10,291,404

Additionally, the Port of Pittsburgh Commission and component unit organizations of the State System of Higher Education
reported $2,000 and $683,113, respectively, of revenue bond principal obligations at June 30, 2009 (amounts in thousands).

The Commonwealth has entered into certain agreements to lease various facilities and equipment. Such agreements are in-
substance purchases (capital leases) and are reported as Capital Lease Obligations. In addition, the Commonwealth also
makes purchases using installment purchase arrangements. The following is a schedule by fiscal year of future minimum
payments under capital leases and installment purchase obligations, together with the present value of the net minimum
lease payments as of June 30, 2009 (amounts in thousands):
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

Primary Government Discretely Presented
Component Unit
State System
Capital Installment of
Lease Purchase Higher
Obligations Obligations Education
Fiscal Year Ending June 30
2000t S 6,501 S 1,736 $ 72,881
2010ttt 6,378 1,402 69,237
2002 6,276 1,190 64,071
2013 et e 6,206 1,114 63,690
2004 6,188 932 68,202
2015-19. ittt 12,356 1,212 344,979
2020-24....oiiii e - - 264,149
202529, ettt eene - - 85,367
2030-34..cce e - - 44,052
2035-39..cii i - - 15,932
Total minimum lease payments.........ccocevveveeneeneeneeneens 43,905 7,586 1,092,560
Less: amount representing estimated
executory cost included in
minimum lease Payments.......cccceevvereereeneeneenieesieeneeens 5,671 1,106 -
Net minimum lease payments and
installment purchases........ccccovveviieneenieneeseceeceees 38,234 6,480 1,092,560
Less: amount representing interest..........cccecevevieenieennnnes 7,984 352,880
Total Capital Lease and
Installment Purchase Obligations.............ccocceeeiineninnnn. S 30,250 S 6,480 S 739,680

At June 30, 2009 general capital assets included $89.7 million of buildings and $7.4 million of equipment being procured by
capital leases. A total of $18.1 million in general capital assets is being procured by vendor-financed installment purchase
arrangements.

Capital lease obligations outstanding as of June 30, 2009 reported by the State System of Higher Education (SSHE), a
discretely presented component unit, relate to various capital projects currently under construction for which a related public
financing authority is the lessor. Revenue bonds were issued by the public financing authority to provide funding for these
capital projects. SSHE capital assets include $127 million of construction in progress related to capital leases at June 30,
2009.

Conduit Debt

The State Public School Building Authority (SPSBA), a discretely presented component unit, finances construction and
improvement projects for public schools through the issuance of tax-exempt instruments (bonds, notes or other obligations)
for the purpose of making lower cost tax-exempt financing available to school districts and community colleges. The debt
instruments issued by the SPSBA represent limited obligations payable solely from lease/loan payments made by the
borrowing institutions and related assets held by trustees. At June 30, 2009 the SPSBA had $2.36 billion of debt outstanding.
Neither the SPSBA nor the Commonwealth has any obligation for this debt. Therefore, neither the financed assets nor the
bonds are reported in the accompanying financial statements.

The Pennsylvania Higher Educational Facilities Authority (PHEFA), a discretely presented component unit, finances projects
through the issuance of tax-exempt instruments (bonds, notes or other obligations) to provide a source of tax-exempt
financing for colleges and universities. The debt instruments issued by the PHEFA represent limited obligations payable solely
from payments made by the related borrowing institutions and related assets held by the trustees. At June 30, 2009 the
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE K — GENERAL LONG-TERM OBLIGATIONS -
GOVERNMENTAL ACTIVITIES AND COMPONENT UNITS (continued)

PHEFA had $5.89 billion of debt outstanding. Neither the PHEFA nor the Commonwealth has any obligation for this debt.
Therefore, neither the financed assets nor the bonds are reported in the accompanying financial statements.

The Pennsylvania Housing Finance Agency (PHFA), a discretely presented component unit, is financing a portion of housing
projects through the issuance of limited obligation or special limited obligation bonds to provide more affordable housing in
the Commonwealth. These bonds are secured solely by the specific housing properties and related revenues or by
appropriations to be paid by the U.S. Department of Housing and Urban Development. At June 30, 2009 the PHFA had $97
million of such bonds outstanding. Neither the PHFA nor the Commonwealth has any obligation for this debt. Therefore,
neither the financed assets nor the bonds payable are reported in the accompanying financial statements.

The Pittsburgh Port Commission (PPC), a discretely presented component unit, is financing an economic development project
in its port district through the issuance of tax-exempt bonds for the purpose of making lower cost tax-exempt financing
available to the enterprise engaging in the development project. The tax exempt bonds issued by the PPC represent limited
obligations and are payable solely from lease payments made by the enterprise and related assets held by trustees. At June
30, 2009, the Commission had $43.2 million of such bonds outstanding. Neither the PPC nor the Commonwealth has any
obligation for this debt. Therefore, neither the financed assets nor the bonds payable are reported in the accompanying
financial statements.

The Pennsylvania Economic Development Financing Authority (PEDFA) finances projects on behalf of local industrial and
commercial development authorities to promote economic growth within the Commonwealth. Revenue bonds issued by the
PEDFA represent limited obligations payable solely from Authority financed project revenues. At June 30, 2009 the PEDFA
had $1.905 billion of debt outstanding. Neither the PEDFA nor the Commonwealth has any obligation for this debt. Therefore,
neither the financed assets nor the bonds are reported in the accompanying financial statements.

The Pennsylvania Energy Development Authority (PEDA) finances projects related to energy conservation and research. Fees
are assessed to recover related processing and application costs incurred. The bonds issued by the Authority represent
limited obligations payable solely from payments made by the borrowing entities. The majority of the bonds are secured by
the property financed. Upon repayment of a bond, ownership of acquired property transfers from the trustees to the entity
served by the bond issuance. At June 30, 2009 the PEDA had $34.5 million of revenue bonds outstanding. Neither the PEDA
nor the Commonwealth has any obligation for this debt. Therefore, neither the financed assets nor the bonds are reported in
the accompanying financial statements.
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NOTE L - REFUNDED DEBT

Primary Government

During the fiscal year ended June 30, 2009, the Commonwealth issued $155.8 million in general obligation bonds, First
Refunding Series of 2009 with average interest rates of 3.7 percent to advance refund $154.4 million of previously issued
general obligation bonds with average interest rates of 5.1 percent. The net refunding bond proceeds of $167million
(including bond premium of $11.3 million), after payment of underwriting fees and other issuance costs, were deposited in
irrevocable trusts to provide for all future debt service payments on the refunded bonds. As a result, the bonds refunded are
considered to be defeased and have been removed from the Commonwealth’s financial statements. The Commonwealth
refunded its previously issued bonds to reduce debt service payable on its general obligation bonds by $8.0 million and to
obtain an economic gain of $5.8 million.

In prior years, the Commonwealth defeased certain general obligation bonds by placing the proceeds of refunding bonds in
irrevocable trusts to provide for all future debt service payments on the refunded bonds. At June 30, 2009, $1,271.8 million
of general obligation bonds outstanding that were previously accounted for in the Commonwealth’s financial statements
were defeased through advance refundings.

Discretely Presented Component Units

At May 31, 2009, $895.5 million of bonds that were previously reported by the Pennsylvania Turnpike Commission have been
defeased through refundings.

During the fiscal year ended June 30, 2009, in current refundings, the Pennsylvania Housing Finance Agency (PHFA) redeemed
prior to maturity $1.8 million of certain Single Family Mortgage Loan Program Bonds (revenue bonds). A deferred loss of $1.1
million and an economic loss of $17 thousand resulted from the refundings. The PHFA increased its aggregate debt service
payment as a result of these transactions by a total of $54 thousand over the next 30 years. Also, in early extinguishments,
the PHFA redeemed prior to maturity $22.5 million of certain revenue bonds resulting in current year expense of $212
thousand during the fiscal year ended June 30, 2009. In prior years, the PHFA defeased Multifamily Residential Development
Bonds, Issue H. At June 30, 2009, $2.7 million of bonds outstanding that were previously reported by the PHFA have been
defeased through advance refundings.

In August 2008 the State System of Higher Education currently refunded the following bonds: Series V for $7.99 million,
Series Y for $9.45 million, Series AB for $9.2 million and Series AD for $6.3 million with Series Al of $32.115 million.

At June 30, 2009, $28.3 million of bonds that were previously reported by the Pennsylvania Infrastructure Investment
Authority have been defeased through refundings.

On September 5, 2008, the Philadelphia Regional Port Authority currently refunded its Series 2003 bonds in the amount of
$39.4 million by issuing its new Series 2008 bonds in the amount of $42 million; the Series 2008 bonds bear interest at rates
of 3to 5 percent. The net interest cost for Series 2008 bonds interest rates is 4.13%.
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NOTE M — SELF-INSURANCE LIABILITIES

The Commonwealth is self-insured for statutory workers’ compensation, which includes indemnity and medical benefits
(employee disability), for its employees injured on the job. The Commonwealth is also self-insured for annuitant
medical/hospital claims and for tort liability claims. Major tort risks include automobile, employee and general torts. For
property losses, the Commonwealth has $1 million retention with excess commercial insurance coverage up to $350 million
per occurrence. The Commonwealth is also self-insured for claims against the Department of Transportation (transportation
claims). The Commonwealth has established various administrative policies that are intended to avoid or limit the
aforementioned risks. Accrued liabilities for statutory workers’ compensation and annuitant medical/hospital claims are
established based on reserves computed from the Commonwealth’s claim experience; such claims are not discounted and do
not include non-incremental claims adjustment expenses.

There were no reductions in commercial insurance coverage during the fiscal year ended June 30, 2009. No settlements
exceeded commercial insurance coverage during any of the past three fiscal years.

Accrued liabilities for tort and transportation claims are established based on reserves computed from the Commonwealth’s
claim experience; such claims are not discounted and do not include non-incremental claims adjustment expenses. These
liabilities include liabilities for allocated claim adjustment expenditures/expenses and include salvage and subrogation.
Salvage and subrogation were not material during the fiscal year ended June 30, 2009. No accrued self-insurance liability has
been reported for property losses.

At June 30, 2009, none of the accrued liabilities for governmental activities were payable from current expendable available
financial resources. It is anticipated that the General Fund and the Motor License Fund, respectively, will fund governmental
activities liabilities of $527,767 and $209,077. Business-type activities liabilities are primarily owed by the State Lottery Fund
(51,851), the State Workers’ Insurance Fund ($1,768) and the State Stores Fund ($21,806), all Enterprise Funds. All accrued
self-insurance liabilities at June 30, 2009 are summarized as follows (amounts in thousands):

Governmental Activities Business Type Activities Fiduciary Fund Types
I Current Non-Current o Current Non-Current o Current Non-Current I
Employee disability................. S 89,402 $ 385,376 S 5,020 S 21,640 S 84 S 364
Annuitant medical/hospital..... 31,351 - - - - -
Automobile tort...........ccecuuneee 3,250 16,103 - - - -
Employee tort.......ccecvveveueernnenn. 5,750 51,833 - - - -
General tort....cccvveeeeeeeiecnnnnennn. 500 35,284 - - - -
Transportation.......ccccceevvuunnnees 12,500 128,758 - - - -
Totals....coeeeecieeeecieeeeciee, S 142,753 S 617,354 S 5,020 S 21,640 S 84 S 364

The following summary provides aggregated information on June 30, 2008 reported self-insurance liabilities; incurred claims
and payments during the fiscal year ended June 30, 2009; and reported self-insurance liabilities at June 30, 2009 (amounts in
thousands):

June 30, Incurred June 30,
2008 Claims Payments 2009

Liability I Current Prior Y Current Prior I Liability
Employee disability................. S 459,905 S 82,710 S 48,387 S 11,414 S 77,702 S 501,886
Annuitant medical/hospital..... 42,682 444,591 - 413,240 42,682 31,351
Automobile tort........ccceeeeeunen. 19,821 4,271 (585) 1,182 2,972 19,353
Employee tort......ccceecveenvennnns 55,772 4,606 1,596 259 4,132 57,583
General tort.....occceevieeeiieennen. 39,169 1,524 (3,961) 47 901 35,784
Transportation........cccceeevveennn. 146,316 8,944 (6,455) 484 7,063 141,258
Totals..ueee e S 763,665 S 546,646 S 38,982 S 426,626 S 135,452 S 787,215
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NOTES TO FINANCIAL STATEMENTS

June 30, 2009

NOTE M — SELF-INSURANCE LIABILITIES (continued)

The following summary provides aggregated information on June 30, 2007 self-insurance liabilities; incurred claims and
payments during the fiscal year ended June 30, 2008; and reported self-insurance liabilities at June 30, 2008 (amounts in

thousands):
June 30, Incurred June 30,
2007 Claims Payments 2008
1
Liability Current Prior Current Prior Liability
Employee disability................. S 432,905 S 72,983 S 36,792 S 11,753 S 71,022 S 459,905
Annuitant medical/hospital..... 48,025 512,410 - 469,728 48,025 42,682
Automobile tort........ccccveennneen. 24,578 5,351 (6,627) 1,126 2,355 19,821
Employee tort.......cccceeeeennnennnn. 55,874 12,405 (5,849) 281 6,377 55,772
General tort....ceceeevveeccveennnen. 43,360 8,741 (12,108) 48 776 39,169
Transportation........cccceeevveennnn. 178,673 32,682 (52,630) 448 11,961 146,316
o] -] S 783,415 S 644,572 S (40,422) S 483,384 S 140,516 S 763,665
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE N — COMMITMENTS AND CONTINGENCIES

Construction and Other Commitments: At June 30, 2009, the Department of Transportation (DOT) had contractual
commitments of approximately $2.961 million, for various DOT highway construction and mass transit projects. Financing for
these future expenditures will be primarily from approved Federal grants and general obligation bond proceeds. In addition,
the Commonwealth has a variety of contractual and other commitments for future subsidies and purchases of goods and
services for approximately $5.786 billion at June 30, 2009. Actual expenditures are contingent upon approved spending
authority and/or availability of financial resources. Also, at May 31, 2009 the Pennsylvania Turnpike Commission, a discretely
presented component unit, had open purchase order commitments of $1,167 million.

Investment Commitments: At December 31, 2008, the SERS had contractual commitments totaling approximately $3.3
billion to fund future alternative investments and $557 million to fund future real estate investments.

Loan Commitments: At June 30, 2009, primary government funds had approved $88.6 million in loans that had not been
disbursed. Also at June 30, 2009, the following discretely presented component units had approved loans that had not been
disbursed (amounts in millions):

Pennsylvania Housing Finance Agency ......c.cccceeeerieeeneeenieenieeennne. S 14
Pennsylvania Infrastructure Investment Authority.........c.c.ccuue...... S 482
Commonwealth Financing Authority.......cccccceviviieeevcee e, S 223
Pennsylvania Industrial Development Authority ........c.ccecveeeuennee. S 64

Operating Lease Commitments: As of June 30, 2009, the Commonwealth has commitments to lease certain buildings and
equipment. Future minimum rental commitments for non-cancelable operating leases as of June 30, 2009 were as follows
(amounts in thousands):

Fiscal year ending June 30: Amount
2000, ettt e et e e et e e s e abre e e e e eaeee 254,808
148,789
117,758
104,676
70,486
2015-2019... 188,784
2020-2024....... 68,589
2025-2029... 34,777
2030-2034...c ettt e et e e e 30,289
Total Minimum Lease Payments.......cccceeriveereeieceneenenseneeees S 1,018,956

Rental expenditures/expenses for all operating leases for the fiscal year ended June 30, 2009 amounted to $236.1 million.

Child Support Payments: At June 30, 2009, the Commonwealth was contingently liable for approximately $26.8 million in
payments received by a contractor to be used for child support payments.

Litigation: The Commonwealth is a defendant in numerous legal proceedings pertaining to matters normally incidental to
routine operations. Such litigation includes, but is not limited to, claims asserted against the Commonwealth arising from
alleged torts, alleged breaches of contracts, condemnation proceedings and other alleged violations of Commonwealth and
Federal laws. The Commonwealth has reported accrued liabilities at June 30, 2009 with respect to torts as described in Note
M for probable losses, and, separately, other General Long-Term Obligations with respect to litigation cases in the amount of
$14 million for which the likelihood of an unfavorable outcome is probable.

Additionally, the Commonwealth is currently involved in certain legal proceedings for which the likelihood of an unfavorable
outcome is reasonably possible, for which liabilities have not been reported as of June 30, 2009. Unfavorable outcomes for
such cases, which the Commonwealth is vigorously contesting, could range from approximately $95 million to $1.3 billion for
the General Fund; $1 million to $199 million for the Motor License Fund, a Special Revenue Fund; $2.4 million to $2.5 million
for the Unemployment Compensation Fund, an Enterprise Fund; and $.1 million to $1.1 billion of possible additional
liabilities for the State Employees’ Retirement System, a fiduciary fund. The range of potential liability for governmental
activities was from $96 million to $1.5 billion and from $2.4 million to $2.5 million for business-type activities at June 30,
20009.
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE N — COMMITMENTS AND CONTINGENCIES (continued)

Federal Grants: The Commonwealth receives significant financial assistance from the Federal government in the form of
grants and entitlements, including several non-cash programs (which are not included in the basic financial statements).
Receipt of grants is generally conditioned upon compliance with terms and conditions of the grant agreements and applicable
Federal regulations, including the expenditure of resources for eligible purposes. Substantially all grants are subject to either
the Federal Single Audit Act or to financial and compliance audits by the grantor agencies of the Federal government or their
designees. Disallowances and sanctions as a result of these audits may become liabilities of the Commonwealth. The
Commonwealth is currently involved in administrative and legal proceedings, with certain Federal agencies, contesting
various disallowances and sanctions related to Federal Assistance Programs ranging from $17 million to $431 million at June
30, 2009. The Commonwealth’s management believes ultimate disallowances and sanctions, if any, will not have a material
effect on the basic financial statements.

Loan Guarantees: The Pennsylvania Higher Education Assistance Agency (PHEAA), a discretely presented component unit,
guarantees loans made by private lenders to certain resident students. Total original principal of outstanding guarantees
issued by PHEAA approximated $51 billion at June 30, 2009. Under the Federal Family Education Loan Program, as amended,
PHEAA has entered into agreements with the U.S. Department of Education (DOE) for reinsurance of death, disability,
bankruptcy, default, school closure and borrower ineligibility claims paid to lenders. Pursuant to these agreements, PHEAA
receives reimbursement of claims paid to lenders, provided that PHEAA is in compliance with numerous Federal
requirements. Reinsurance rates vary from 75 percent to 100 percent depending upon default rates in the portfolio
guaranteed by PHEAA and upon the time period when specific loans were guaranteed by PHEAA. During the fiscal year ended
June 30, 2009, PHEAA's default rate was in a range that permitted the maximum reinsurance reimbursement from the DOE.

The Commonwealth Financing Agency (CFA), a discretely presented component unit, through various economic development
programs, provided loan guarantees as of June 30, 2009 as follows (amounts in thousands):

First Industries loan guarantees..........ccccccvveeneee. S 18,340
Tax increment financing guarantees.................... 44,912
Second stage loan guarantees.......c.ccceceeereeennenn. 2,035
Venture capital guarantees.......ccoccceveeerveeeneennnen. 190,000
Total loan guarantees ..........ccceeevevvevvevvesrerereneens S 255,287

Through June 30, 2009 the CFA has not been required, with respect to any loan guarantees, to make principal or interest
payments on behalf of the ultimate borrowers.

Lottery Prizes: The State Lottery Fund, an Enterprise Fund, awards a variety of prizes, including immediate, lump-sum cash
prizes and certain large prizes, which provide for periodic payments to winners for specific periods of time (in some cases
throughout the winners’ lifetimes, and to designated beneficiaries). At June 30, 2009, the amount of future payments owed
to prizewinners was $920 million. To satisfy its financial obligation to these prizewinners, the Fund purchases annuity
contracts from insurance companies whereby the insurance companies make periodic payments to prizewinners. Generally,
in the event of insurance company default, the Fund is liable for the related annuity payments. However, certain
prizewinners voluntarily assign their annuity rights to other parties and receive lump-sum payments in return. In the event of
insurance company default where annuity rights have been voluntarily assigned by prizewinners, the Fund is not liable for the
related annuity payments. At June 30, 2009, prizewinners had voluntarily assigned future payments of $495 million.

Student Loan Purchase Commitments: At June 30, 2009 the Pennsylvania Higher Education Assistance Agency (PHEAA), a
discretely presented component unit, had outstanding commitments to purchase approximately $573.3 million of student
loans through June 30, 2010 and an additional $278.5 thereafter. At December 31, 2009 $163.9 million of the purchase
commitments remain outstanding and an additional $7.9 million of the purchase commitments remain through December
31, 2010 and thereafter. The PHEAA is fulfilling these purchase commitments as financing becomes available or is continuing
to work with counterparties, mostly financial institutions, to renegotiate the terms and timing of these purchase
commitments.
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NOTES TO FINANCIAL STATEMENTS June 30, 2009

NOTE O - CERTAIN AGENCY FUND CLAIMS LIABILITIES

The Pennsylvania Medical Care Availability and Reduction of Error Fund, an Agency Fund, acts as a service agent to facilitate
the payment of medical malpractice claims to claimants which exceed basic liability coverage carried by healthcare providers
practicing in the Commonwealth. The Fund collects statutory healthcare provider surcharges, as a percentage of insurance
premiums for basic liability coverage, and collects certain statutory motorist moving vehicle violation assessment surcharges;
in turn, the Fund pays claimants on behalf of healthcare providers. The actuarially computed liability for outstanding claims
for injuries caused by alleged negligence by certain healthcare providers totaled $1.66 billion at June 30, 2009. The claims
will be funded exclusively through statutory surcharge assessments in future years as claims are settled and paid.

The Underground Storage Tank Indemnification Fund (the Fund), an Agency Fund, is used to collect fees from underground
storage tank owners and operators sufficient to pay owners and operators for costs associated with corrective actions or for
bodily injury or property damage caused by underground tank leaks and other releases. Owners and operators are assessed
actuarially determined amounts to accumulate sufficient assets to pay claims. The estimated actuarial liability for existing
and potential future claims totaled $2.3 billion at June 30, 2009. There are statutory limits on the extent of the Fund’s
liability to participating owners and operators; the Fund is not obligated beyond assets held at June 30, 2009. Owners and
operators will be assessed for any claims exceeding Fund assets and no financial liability is reported for those claims.
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NOTE P - DEFERRED COMPENSATION PLAN

The Commonwealth sponsors a deferred compensation plan (the Deferred Compensation Program) for its employees, which
is a defined contribution benefit plan, created in accordance with Internal Revenue Code Section 457. The plan, which is
administered by the State Employees’ Retirement System, permits participants to defer a portion of their salary until future
years. Amounts deferred under the plan are not available to employees until termination, retirement, death or unforeseeable
emergency. The Commonwealth makes no contributions to the plan; contributions are limited to voluntary, participating
employee salary deferrals, and/or employee transfers from other plans.

Of the $1,524 million in net assets reported in the Deferred Compensation Fund, a Pension Trust Fund, at December 31,
2008, $1,469 million relates to primary government employees and $48 million relates to employees of discretely presented
component units. The remaining balance of $7 million relates to organizations not included in the Commonwealth’s financial
reporting entity.
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NOTE Q - JOINT VENTURE

The Commonwealth and various labor unions representing Commonwealth employees participate in a joint venture, the
Pennsylvania Employees Benefit Trust Fund (PEBTF). The PEBTF establishes and provides healthcare benefits for active
Commonwealth employees and is the Commonwealth’s third party administrator for paying retiree healthcare benefits for
the Commonwealth Retired Employee Health Program and the Retired Pennsylvania State Police Plan. The Commonwealth
has, in its collective bargaining agreements with unions subject to the agreement, obligated itself to provide certain
contributions on behalf of nearly all active bargaining unit employees. The Commonwealth also remits contractually
established contributions on behalf of active non-union employees and other active employees covered by contracts
between the Commonwealth and other unions. Effective July 1, 2007 nearly all active employees contribute established
percentages of their salaries and wages received. During the fiscal year ended June 30, 2009, total employer contributions
for active employees amounted to approximately $816 million; active employee contributions amounted to approximately
$57 million. Neither the Commonwealth nor the unions have an equity interest in the PEBTF.

At June 30, 2009, for the active employees benefit program, the PEBTF reported total assets of over $370 million, total
liabilities of less than $3 million, total benefit obligations of over $70 million, and an excess of net assets over benefit
obligations of over $297 million. The financial status of the PEBTF is monitored on an ongoing basis; financial stress is not
evident. During the fiscal year ended June 30, 2009 the PEBTF reported an increase in net assets over benefit obligations of
over $119 million for the active employee benefit program.

Audited financial statements for the active employee healthcare plans are available, by request, from:

Pennsylvania Employees Benefit Trust Fund
150 South 43rd Street
Harrisburg, Pennsylvania 17111-5700
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NOTE R — SUBSEQUENT EVENTS

Debt Issuances

Subsequent to June 30, 2009 (May 31, 2009 for the Pennsylvania Turnpike Commission)(PTC), the Commonwealth has issued
general obligation bonds and several discretely presented component unit organizations have issued other debt or have
renegotiated debt repayment terms, as follows:

Primary Government

On August 25, 2009 the Commonwealth issued nearly $696 million of General Obligation Bonds, Second Refunding Series of
2009, to advance refund over $712 million of previously issued General Obligation Bonds. The net refunding bond proceeds
of $797.9 million (including bond premium of $102.0 million), after payment of underwriting fees and other issuance costs,
were deposited in irrevocable trusts to provide for all future debt service payments on the refunded bonds. By refunding
these bonds, the Commonwealth reduced its outstanding general obligation debt service by $31.5 million and realized an
economic gain of $23.8 million.

On October 15, 2009 the Commonwealth initiated a temporary interfund advance of $650 million from the Motor License
Fund to the General Fund. This advance was made to help remedy cash flow imbalances anticipated in the General Fund
from late October 2009 through early March 2010. By law, the Motor License Fund must be repaid within eight months of
the initial advance date (by June 15, 2010). Repayment is anticipated to occur in the second half of March 2010 with the
Motor License Fund being reimbursed for any forgone interest earnings.

On December 22, 2009 the Commonwealth issued $800 million in Tax Anticipation Notes, First Series of 2009-2010. The
notes are payable from and secured by the pledges of revenues to be received in the General Fund during the fiscal year
ending June 30, 2010. These obligations are due and payable no later than June 30, 2010.

On January 21, 2010 the Commonwealth issued $900 million of General Obligation Bonds, First Series of 2010 to finance
various capital projects and environmental initiatives. The Bonds consist of First Series A bonds, which are "normal" Federally
tax exempt general obligation bonds, and First Series B bonds, which are Federally taxable - Build America Bonds. "Build
America Bonds" are designated as such for purposes of the American Recovery and Reinvestment Act of 2009 and the
Commonwealth is eligible to receive subsidy payments from the U.S. Treasury based on periodic debt service payments.

Discretely Presented Component Units

On June 22, 2009 the Pennsylvania Turnpike Commission (PTC) issued Series 2009 A Revenue Bonds, Federally Taxable Build
America Bonds, in the amount of $275 million at 6.105 percent. These bonds were designated as ‘Build America Bonds’ for
the American Recovery and Reinvestment Act of 2009 purposes and mature December 1, 2039.

On July 22, 2009, the PTC issued Series 2009 B and C Subordinate Revenue Bonds in the total amount of $956.7 million.
Within Series B, serial bonds were issued for $247.7 million with interest rates ranging from 3.00 to 5.25 percent; these bonds
mature in varying installments through June 1, 2022. Also within Series B, term bonds were issued for $609.1 million with
interest rates ranging from 4.75 to 5.75 percent; these bonds mature in varying installments through June 1, 2039. The Series
C bonds are Convertible Capital Appreciation Term Bonds and mature on June 1, 2033 at 6.25 percent interest rate.

In July 2009 the Pennsylvania Higher Educational Facilities Authority (PHEFA) issued Series Al tax-exempt bonds in the
amount of $124 million to finance various capital projects at the State System of Higher Education (SSHE). In September 2009
the PHEFA issued Series AK tax-exempt bonds in the amount of $47.3 to currently refund SSHE Series R and to advance
refund SSHE Series S bonds. In connection with these bond issuances, the State System of Higher Education (SSHE) entered
into a loan agreement with PHEFA under which SSHE pledged its full faith and credit for repayment of the PHEFA bonds. The
bonds were issued to provide funds to undertake various capital projects at SSHE universities.

In September 2009 the Pennsylvania Housing Finance Agency (PHFA) purchased $72 million of its own qualified tender bonds.
Also, in September 2009, the PHFA issued $193.7 million of Single Family Mortgage Revenue Bonds, Series 105A through
105C.
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NOTE R — SUBSEQUENT EVENTS (continued)

On November 12, 2009 the Commonwealth Financing Authority (CFA), a discretely presented component unit, issued $400
million of CFA Revenue Bonds, Series D of 2009. These bonds are designated as "Build America Bonds" for purposes of the
American Recovery and Reinvestment Act of 2009.

On December 10, 2009 the Pennsylvania Higher Education Assistance Agency (PHEAA), a discretely presented component
unit, entered into a $451.6 million variable Funding Note Purchase Agreement. On December 17 and 21, 2009 the PHEAA
issued $188.8 million of series 2009-1, class A-1, floating rate student loan asset-backed notes and $268.8 million of series
2009-2 class A-1 and A-2 floating rate student loan asset-backed notes, respectively. The uses of the proceeds for the above
issued notes and purchase agreement were primarily for the repayment of certain outstanding indebtedness of the PHEAA,
including the 1988 Series A, B, C, E and 2002 Series B Student Loan Adjustable Rate Tender Revenue Bonds which were
secured in part by a pledge of student loans through the purchase of student loans.

Waivers from Bondholders Obtained

Subsequent to June 30, 2009, through December 31, 2009, the Pennsylvania Higher Education Assistance Agency (PHEAA) has
obtained waivers from all affected parties related to technical or potential breaches, violations and/or defaults, including
cross defaults, if any, on certain PHEAA indebtedness related to three separate events: 1) a July 28, 2009 credit rating
downgrade to one of PHEAA’s bond insurers affecting PHEAA's insured 1997A and 2003A series, non-recourse obligations; 2)
an October 13, 2009 decrease in parity ratios required by another PHEAA bond insurer affecting 2001 and 2002 A series
bonds; and 3) PHEAA’s inability to issue its June 30, 2009 financial statements within 120 days of June 30, 2009, resulting
from the prior two items.
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Commonwealth of Pennsylvania

Schedules of Funding Progress and Employer Contributions
Retired Employees Health Plan (REHP)

Retired Pennsylvania State Police Program (RPSPP)

PA Judiciary

PA House of Representatives

PA Senate

For the Fiscal Year Ended June 30, 2009

('$ amounts in millions)

Total
PA House of Primary
Funding Progress: REHP RPSPP PA Judiciary Representatives PA Senate Government
As of and for the fiscal year ended June 30, 2009
Actuarial Valuation Date............coeeeeeieviiieeeeeiiiiiieeeeeeeiiinnns July 1, 2008 July 1, 2008 December 31, 2007  July 1, 2008 July 1, 2007
Actuarial Value of Assets. . $ 47920 $ 40570 $ - $ - $ - $ 88.490
Actuarial Accrued Liability (AAL)............. . $ 13,257570 $ 2,104.240 $ 426.700 $ 308.459 $ 252329 $ 16,349.298
Unfunded Actuarial Accrued Liability (UAAL)............ccceeeees $ 13,209.650 $ 2,063.670 $ 426.700 $ 308.459 $ 252.329 $ 16,260.808
Funded Ratio (assets as % of AAL) 0.361% 1.928% 0.000% 0.000% 0.000% 0.541%
Estimated Annual Covered Payroll........ ... $ 4,093.000 $ 337.000 $ 185.300 $ 102.701 $ 49712 $ 4,767.713
UAAL as a Percentage of Covered Payroll...............cccouuunnn. 322.7% 612.4% 230.3% 300.3% 507.6% 341.1%
As of and for the fiscal year ended June 30, 2008 (transition year)
Actuarial Valuation Date............cooeiiuiiiiiiieiieeeeeeeeeeaeenn July 1, 2007 July 1, 2007 December 31, 2007  July 1, 2007 July 1, 2007
Actuarial Value of Assets......... $ 38.500 $ 53.300 $ - $ - $ - $ 91.800
Actuarial Accrued Liability (AAL)..... $ 7,297500 $ 1,833.100 $ 400.300 $ 287.500 $ 230.200 $ 10,048.600
Unfunded Actuarial Accrued Liability (UAAL).. .. $ 7,259.000 $ 1,779.800 $ 400.300 $ 287500 $ 230.200 $  9,956.800
Funded Ratio (assets as % of AAL)..........cooeeeeiiiiiennnnnnnnn. 0.528% 2.908% 0.000% 0.000% 0.000% 0.914%
Estimated Annual Covered Payroll..............ccovvvvviiiieenennnnnn. $ 3,863.100 $ 314.000 $ 179.600 $ 102.700 $ 49.700 $  4,509.100
UAAL as a Percentage of Covered Payroll.......................... 187.91% 566.82% 222.88% 279.94% 463.18% 220.82%
Total
Employer Contributions: PA House of Primary
For the fiscal year ended June 30, 2009 REHP RPSPP PA Judiciary Representatives PA Senate Government
Annual required contribution.................coooviiiieeiiiiiiiieeeen, $ 818510 $ 143.350 $ 38.483 $ 38.231 $ 26.206 $ 1,064.780
Percentage contributed 61.766% 38.068% 47.712% 23.374% 19.839% 55.657%
For the fiscal year ended June 30, 2008 (transition year)
Annual required contribution.................cooouiiiieeiiiiiiiieeeen, $ 590.400 $ 120.300 $ 36.400 $ 35900 $ 40500 $ 823.500
Percentage contributed...............coovvviiiiiiiiiiiiiiiiiiiiiiiiieees 100.000% 95.428% 44.505% 23.120% 50.677% 91.102%
- The notes to required supplementary information are an integral part of this schedule. -
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Commonwealth of Pennsylvania
Budgetary Comparison Schedule
Budgeted Major Funds

General Fund

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Actual
Original Final (Budgetary
Budget Difference Budget Difference Basis)
REVENUES:
State Programs:
Taxes, net of refunds....... $ 26,917,800 $ (701,405) $ 26,216,395 $ (2,146,832) $ 24,069,563
Liquor store profits transfer. 125,000 - 125,000 - 125,000
Licenses and feeS.........ceuvvirriiiieeiieiiii e 129,700 (1,966) 127,734 (7,018) 120,716
Fines, penalties and iNterest.............ccccvvveiiiiiiiiieieieeennnn, 31,500 (2,499) 29,001 (8,920) 20,081
INVeStMENt INCOME.......uuuiiiiiiiiiiiie e 167,800 (80,357) 87,443 (286,849) (199,406)
Unclaimed property ..... . 153,600 (18,066) 135,534 (64,492) 71,042
Departmental SErVICES.........vviiiiiiiiiiieeeeeeies e 1,762,902 448,516 2,211,418 - 2,211,418
MiISCEIIANEOUS. ... .o eieiiiiiee e 134,000 (7,920) 126,080 (28,271) 97,809
TOTAL STATE PROGRAMS.......uieiieveeeeeeeeeeee, 29,422,302 (363,697) 29,058,605 (2,542,382) 26,516,223
Federal Programs..........ccueuuuuoeeeeeiiiiiie e eeeeeiee e e e 18,505,047 147,634 18,652,681 (176,199) 18,476,482
TOTAL REVENUES.......coiiiiiiiieeieeeee e 47,927,349 (216,063) 47,711,286 (2,718,581) 44,992,705
EXPENDITURES:
State Programs:
Direction and SUPPOrtiVEe SEIVICES..........cveevrereruenreeerenanann 1,071,277 7,727 1,079,004 (36,500) 1,042,504
Protection of persons and property..........coooeeeeeeeneeeeeeenne 3,257,198 469,304 3,726,502 (82,448) 3,644,054
Health and human ServiCes...........ocoveveviiuiiiieeiiiiiiiiieeeees 10,766,368 319,009 11,085,377 (145,450) 10,939,927
Public @dUCALION.......iiiiiiiiiiiee e 11,809,732 (15,099) 11,794,633 (128,926) 11,665,707
Recreation and cultural enrichment..........cc.ceevvviieienne.e. 335,387 (6,677) 328,710 (12,104) 316,606
DEDL SEIVICE. .. iiiiiiiie et 904,639 3) 904,636 - 904,636
Economic development...........coveiveiiiiiieiieeeiiee e, 786,358 46,607 832,965 (63,098) 769,867
TranSPOItatioN. .......ccuuuuiieeeeiiiiis e e ettt e e e eeiiae e e eeeee 15,873 (1,565) 14,308 (1,836) 12,472
TOTAL STATE PROGRAMS......ouiiiieiieeieeieeiee e, 28,946,832 819,303 29,766,135 (470,362) 29,295,773
Federal Programs..........ocueuueuoieeeeiiiiiie e eeeeiiee e e e e 18,505,047 147,634 18,652,681 (176,199) 18,476,482
TOTAL EXPENDITURES.....c.uiiiiiiiiiiieiiecieeeee 47,451,879 966,937 48,418,816 (646,561) 47,772,255
REVENUES OVER/(UNDER)
EXPENDITURES. ...ttt 475,470 (1,183,000) (707,530) (2,072,020) (2,779,550)
OTHER FINANCING SOURCES:
Prior year lapSes. ........uuuuuuuueii s - 163,837 163,837 - 163,837
REVENUES AND OTHER SOURCES OVER
(UNDER) EXPENDITURES.......ccuiiiiiiieiiiieeeieeeei e 475,470 (1,019,163) (543,693) (2,072,020) (2,615,713)
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2008, RESTATED.... 585,296 - 585,296 - 585,296
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2009........c..ecevveennee $ 1,060,766 $ (1,019,163) $ 41,603 $ (2,072,020) $ (2,030,417)

- The notes to required supplementary information are an integral part of this schedule. -
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Commonwealth of Pennsylvania
Budgetary Comparison Schedule
Budgeted Major Funds

Special Revenue Fund-Motor License
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Actual
Original Final (Budgetary
Budget Difference Budget Difference Basis)
REVENUES:

State Programs:

Taxes, net of refunds... . $ 1,230,765 $ -8 1,230,765 $ (67,531) $ 1,163,234
Licenses and fees.............. 885,450 - 885,450 (1,604) 883,846
Fines, penalties and interest............ccoovevveeiiiiiiieniennnn. 30,300 - 30,300 2,356 32,656
Investment income............ .. 62,810 - 62,810 (111,233) (48,423)
Departmental services. . 263,038 (202,501) 60,537 - 60,537
Act 44 Receipts *...... . 500,000 - 500,000 - 500,000
MiSCEIANEOUS. ......cvniireiieieeeeeee e 23,260 - 23,260 2,171 25,431
TOTAL STATE PROGRAMS........iiiiiiiiiiieeeiieeeens 2,995,623 (202,501) 2,793,122 (175,841) 2,617,281
Federal Programs...........ccceveieieieiiiiieieiieeeeeeeeeeeeeeeeeeeaeees 1,444,213 3,433 1,447,646 (73,692) 1,373,954
TOTAL REVENUES.......cooiiiiiiiiiiii e 4,439,836 (199,068) 4,240,768 (249,533) 3,991,235
EXPENDITURES:
State Programs:
Direction and supportive Services...........cccccvvvvrvrereeeens 75,255 (496) 74,759 (3,734) 71,025
Protection of persons and property............cccceevvvvieennes 666,348 360 666,708 (28,449) 638,259
Public @dUCAtION. ........ciuiieiiie e 1,130 - 1,130 - 1,130
Recreation and cultural enrichment............................. 1,000 - 1,000 - 1,000
DEDL SEIVICE. ...ttt 23,862 - 23,862 (51) 23,811
TranSPOItatiON. ......ccveivreiie et 2,323,321 (202,365) 2,120,956 (70,534) 2,050,422
TOTAL STATE PROGRAMS........iiiiiiiiiiieeeiieeeeans 3,090,916 (202,501) 2,888,415 (102,768) 2,785,647
Federal Programs...........ccueveieieieiiiiieieiieeieeeeeeeeeeeeeeeeeeees 1,444,213 3,433 1,447,646 (73,692) 1,373,954
TOTAL EXPENDITURES.......cccviiiiiiieiiieeeieeee 4,535,129 (199,068) 4,336,061 (176,460) 4,159,601
REVENUES OVER/(UNDER)
EXPENDITURES.......cootiiiiiiiiiei e (95,293) - (95,293) (73,073) (168,366)
OTHER FINANCING SOURCES:
Prior year lapSes........uuuuiieiieiiiiiieeeieeii e - 115,324 115,324 - 115,324
REVENUES AND OTHER SOURCES
OVER (UNDER) EXPENDITURES.........c.covviiiiiiine (95,293) 115,324 20,031 (73,073) (53,042)
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2008................... 110,726 - 110,726 - 110,726
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2009..........ccccuun.. $ 15433  $ 115,324  $ 130,757  $ (73,073) $ 57,684

* Act 44 receipts were received from the Pennsylvania Turnpike Commission (PTC) for the first time during the fiscal year ended June 30, 2008.
Such receipts were received pursuant to Act 44 of 2007 and the related Lease and Funding Agreement between the PTC and the
PA Department of Transportation.

- The notes to required supplementary information are an integral part of this schedule. -
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Note 1 - Budget Preparation Process

The process of preparing the General Fund Budget for the Commonwealth of Pennsylvania begins nearly one year before the
new budget is enacted and takes effect on July 1 each year. The budget process begins in August of the year previous to the
budget year with the distribution of both the Budget Instructions and Program Policy Guidelines by the Office of the Budget
and the Governor’s Office, respectively. These provide detailed guidelines and define major policy issues to be considered
when agencies complete their budget requests. As required by statute, agencies must prepare budgets that indicate the cost
of supporting activities at the level expected in the immediate budget year and the ensuing four budget years. The five-year
horizon does not include future program changes but considers the requirements and demands of current law, regulation,
policy and program decisions.

Agencies submit budget requests to the Secretary of the Budget beginning in early October. From October through January,
the Office of the Budget reviews these requests for accuracy and adherence to policy guidelines and prepares funding
recommendations for the Secretary of the Budget and the Governor.

During December, the Governor meets with leaders of the General Assembly to inform them of anticipated spending and
revenue levels and to discuss related budgetary issues. The Governor then conducts reviews to make the final budget
decisions. The Governor’s Executive Budget is finalized in January and is submitted to the General Assembly in early
February.

After receiving the budget document, the appropriations committees of both houses of the legislature hold hearings to
review agency funding requests. The General Assembly passes the budget in the form of a General Appropriations Bill and
individual appropriations bills. At the time of passage of these bills and their presentation to the Governor, the official
revised revenue estimates for the budget year are issued. If the combined appropriations bills passed by the legislature
exceed the revenue estimates, the Governor is required and has the authority to either veto entire appropriations bills or to
reduce the amount of appropriations in order to produce a budget that is in balance. The Governor also has the power to
reduce or veto any specific appropriation even if the total appropriations do not exceed estimated revenues. The Governor’s
signing of the appropriations bills and any revenue bills is the last step in the approval stage of the budget.

Additional information regarding Pennsylvania’s budgeting process may be located at: http://www.budget.state.pa.us/ and
click on Current and Proposed Commonwealth Budgets.

Note 2 — Basis of Budgeting

On the budgetary basis, certain estimated tax revenue accruals are recorded at fiscal year end for the General Fund and the
Motor License Fund, a Special Revenue Fund. Accruals include sales and use taxes and personal income taxes, both
applicable to the General Fund, and liquid fuels taxes applicable to the Motor License Fund. These taxes are estimated to be
owed to the Commonwealth but are not collected by fiscal year end. Also, estimated encumbrances are established for all
funds at fiscal year end to pay certain direct expenditures for salaries, wages, travel, and utility costs payable against current
year appropriation authority but expended in the subsequent year. Over-estimates of prior year encumbrances are lapsed in
the subsequent year and under-estimates are charged to subsequent year appropriation authority.

Budgeted revenues in the Budgetary Comparison Schedules represent official estimates while expenditures represent
amounts originally adopted or legally amended. Actual amounts are presented on the budgetary basis. Because the
budgetary basis differs from the modified accrual basis of accounting for governmental funds, a reconciliation of the
differences between budgetary basis and the modified accrual basis of reporting is presented.

Note 3 - Reconciliation of Budgetary to GAAP Basis Amounts

The Commonwealth adopts formal annual budgets for two major governmental funds (General Fund and Motor License
Fund, a Special Revenue Fund) and three nonmajor governmental funds (Workers’ Compensation Administration, Banking
Department, and Milk Marketing, Special Revenue funds). The Budgetary Comparison Schedules for Budgeted Major and
Nonmajor Funds present comparisons of the legally adopted budget, as amended, with actual data on a budgetary basis,
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

which differs from governmental fund statement information primarily by the omission of certain revenue and expenditure
accruals.

The following presents a reconciliation of the budgetary basis to the modified accrual basis of reporting (amounts in
thousands):

Major Budgeted Funds

Motor
General License
Fund Fund
Budgetary basis — revenues and other
sources under expenditures
and Other USeS.......cvevveeeiiieiiecece e, S (2,615,713) S (53,042)
Adjustments:
To adjust revenues, other financing
sources and related receivables
and deferred revenue........cccccevveveeeeeeccnnneenn.. (1,349,977) 881,511
To adjust expenditures, other financing
uses and related accounts payable
and accrued liabilities.......ccoceveeveeeeeeeecnnneennn. 1,506,767 (915,316)
Net adjustments.......ccceevecieeieicieeeiiiiee e 156,790 (33,805)
Modified accrual basis — net change in
governmental fund balance.........cccccveveenee. S (2,458,923) S (86,847)

The above revenue adjustments include net revenue accruals/deferrals, amounts to recognize certain pass-through grants,
and amounts to recognize certain intergovernmental revenues that are not reported for budgetary reporting purposes.
Likewise, the above expenditure adjustments include net expenditure accruals, amounts to recognize certain pass-through
grants, and amounts to recognize certain expenditures related to Federal and other grants that are not reported for
budgetary reporting purposes.

Note 4 — Budgetary Compliance

The General Assembly passes, and the Governor approves (or reduces or vetoes), individual appropriations as part of the
annual budget adoption process. Budgetary expenditure control occurs at the appropriation level; this is the lowest level of
legislative spending control. Encumbrances and expenditures within individual appropriations may not exceed total amounts
appropriated plus actual augmentations (certain revenues credited to specific appropriations). Also, appropriation transfers
between or within departments and any supplemental appropriations require both legislative and gubernatorial approval.
The legislatively adopted budget for the General Fund includes $712.2 million in reduction appropriations approved during
the fiscal year ended June 30, 2009.

A separately available report, the “Status of Appropriations,” demonstrates budgetary expenditure compliance for the
General Fund for the fiscal year ended June 30, 2009. This report includes a variety of detail information and summaries
related to individual appropriations. A second “Status of Appropriations” report (for Special Funds) demonstrates compliance
for the four budgeted Special Revenue funds: Motor License, Workers’ Compensation Administration, Banking Department
and Milk Marketing. Both “Status” reports are available online at the Office of the Budget internet site:
http://www.budget.state.pa.us_and click on Financial Reports. The Governor controls spending by using executive
authorizations for Special Revenue funds not controlled by legislatively adopted budgets.
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

Total reported actual expenditures for “Total State Programs” included in the Budgetary Comparison Schedule — Budgeted
Major Funds are based on appropriation, augmentation and lapse amounts reported in the respective June 30, 2009 “Status
of Appropriations” (Total All Current State Ledgers) as follows (in thousands):

General Fund amounts..................

Less: tax refunds..........cceeeuvvveeene..
Amount reported........cccccvvveeeennn.

Special Revenue Funds:
Motor License Fund............c.........

less: reductions?. . ... eveerseeenn.
Amount reported.........ccoecuverenneen.

Workers' Compensation
Administration Fund...........cccceeue.
Banking Department Fund..............
Milk Marketing Fund...........cccc.ec......

"Status" Total Actual
Page Total Approved Actual Total Actual Expenditure
Reference  Appropriations + Augmentations - Lapses = Amounts
s 28,779,717 $ 2,211,418  $ 470,362  $ 30,520,773
! (1,225,000) - - (1,225,000)
S 27,554,717 S 2,211,418 S 470,362 S 29,295,773
58 § 3,791,314 S 1,466,144 S 140,306 S 5,117,152
(963,436) (1,405,607) (37,538) (2,331,505)
S 2,827,878 S 60,537 $ 102,768 S 2,785,647
259 § 76,366 S 183 S 326 S 76,223
102 $ 36,922 S - S - $ 36,922
108 $ 2,847 S - S - S 2,847

Total actual expenditures for “Federal Programs” for the General Fund are derived from the General Fund “Status”, page no.
246 “Summary of All Current Federal Ledgers by Character of Expenditure” as follows (in thousands): Commitments of
$598,862, Expenditures of $15,117,596, and Available Balances of $2,760,024 for a total of $18,476,482.

Total actual expenditures for “Federal Programs,” for the Motor License Fund are derived from the Special Funds “Status”,
page no. 86 “Summary of Federal Ledgers by Type” as follows (in thousands): Expirations of $210, Commitments of $5,650,
Expenditures of $14,630, and Available Balances of $5,064 for a total of $25,554; plus $1,348,400 (source in footnote 3
below) for a Motor License Fund total of $1,373,954.

! Page no. 7, “Summary of All Current State Ledgers by Character of Expenditure,” General Fund “Status of

Appropriations.”

? Excludes the following appropriation symbols, beginning on page 57, Special Funds “Status of Appropriations:” 010-
78-571-08-16; 010-78-572-08-16; 010-78-579-08-16; 010-73-132-08-26; 010-38-226-08-20; 010-78-172-08-26; 010-
78-173-08-26; 010-78-174-08-26; and 010-78-177-08-26 through 010-78-185-08-26.

* The amount of $1,348,400 is found in the Year-to-Date column for “Total Federal Revenue Augmenting Current
State Expenditure Symbols” on page 87 of the June 30, 2009 “Report of Revenues and Receipts”. This amount, less
$344,511 (for Commitment Items (Cl) 4850020; (Cl) 4850021; (Cl) 4850024; and (Cl) 4850025 equals $1,003,889, the
net reduction of federal funds from Motor License Fund Actual Augmentations.
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Commonwealth of Pennsylvania

Combining Balance Sheet-Nonmajor Governmental Funds

June 30, 2009

(Amounts in thousands)

ASSETS

Temporary iNVestments..........cccceeeeveveeeeeennennn.

Long-term investments..............ccceeeeeeennn...
Receivables, net:

Due from component units.............cc.cceuneees
Due from Federal government....................

Due from political subdivisions....................

Advances to other funds..........cccoeveviinnennen

TOTAL ASSETS.... e

LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued liabilities......
Investment purchases payable...................

Securities lending obligations......................

Due to other funds..........cocoveviiiiniiniineennen.

Due to component UNitS..............cccuvveeeenn...

Due to pension trust funds.........................

Due to political subdivisions............c...........

Due to other governments.........................
Unearned reVenUe.........c...eeeeeeueeeeeecueenennn.

Advances from other funds...........cocevveveniennnnee.

TOTAL LIABILITIES.....ccooiee,

Fund balances:
Reserved for:

Unreserved:
Designated for:
Capital Projects Funds.........c.c.ccuueeennnn.

Debt Service FUNS..........cocoviviiiiniiieneeneen,

Special Revenue Funds............c...........

Undesignated (deficit).........ccooevvviiivinenennn.

TOTAL FUND BALANCES...................
TOTAL LIABILITIES AND FUND BALANCES

Commonwealth of Pennsylvania
WWW.pa.gov

Special Debt Capital
Revenue Service Projects

Funds Funds Funds Total
18,198 $ 3,604 % 6,200 $ 28,002
2,545,256 13,227 643,558 3,202,041
432,879 - - 432,879
22,500 - - 22,500
7,315 3,246 21,523 32,084
5,968 4 267 6,239
83,100 - - 83,100
- 553 - 553
7,520 - - 7,520
23,141 - - 23,141
52,645 - 42,111 94,756
- - 1,803 1,803
26,318 - - 26,318
- - 1,146 1,146
3,000 - - 3,000
3,227,840 $ 20,634 $ 716,608 $ 3,965,082
279,736  $ - $ 213617 $ 493,353
3,031 - - 3,031
249,715 - - 249,715
6,959 - 13,952 20,911
293 - - 293
240 - - 240
25,202 - 101,204 126,406
495 - - 495
19,331 3,800 - 23,131
10,333 - - 10,333
595,335 3,800 328,773 927,908
365,677 - 1,067,217 1,432,894
3,000 - - 3,000
83,100 - - 83,100
233,876 - 8,456 242,332
- - 33,527 33,527
- 16,834 - 16,834
8,666 - - 8,666
1,938,186 - (721,365) 1,216,821
2,632,505 16,834 387,835 3,037,174
3,227,840 $ 20,634 $ 716,608 $ 3,965,082

144 Governor's Office of the Budget

www.budget.state.pa.us



Commonwealth of Pennsylvania

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

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

REVENUES:

Intergovernmental............cccceeviviiiiinerennnnnn.
Charges for sales and services....................
Investment inCOME.........ccoeviiiiiiiiiiiein,

Lease rental principal and interest..............

Interest on notes and loans........................

EXPENDITURES:
Current:

Direction and supportive services................

Protection of persons and property.............
Health and human services.................c.......
Public education...........cccceeeviviiiiieiiineeie,

Recreation and cultural enrichment.............

Economic development...........cccoeevveennnnenn.

Transportation...........cceveeeeeeeieeineeeeeenn.

Capital outlay.........ccoeeevveieiiiiici e
Debt service:
Principal retirement..............cccoeeviiieennneennn.
Interest and fiscal charges.............c...........
TOTAL EXPENDITURES .......ccceevnenneen.
DEFICIENCY OF REVENUES
UNDER EXPENDITURES ....................

OTHER FINANCING SOURCES (USES):

BoNdS iSSUE......ccuuiiiiiiiiieeiiii e
Refunding bonds issued..............cccccuveeneen.

Premium on bonds/refunding bonds issued.

Transfers iN.....oceeeei e
TranSfers OUt.......ccouvevviniiniiiiiiieeeeeeeenes

Payment to refunded bond escrow agent....
NET OTHER FINANCING

SOURCES.....coiiiiiie e
NET CHANGE IN FUND BALANCES........

FUND BALANCES JULY 1, 2008..............

FUND BALANCES JUNE 30, 2009............

Commonwealth of Pennsylvania
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Special Debt Capital
Revenue Service Projects
Funds Funds Funds Total
$ 1,627,356 - $ 52347 $1,679,703
414,763 - - 414,763
501,101 - - 501,101
281,148 - 10,836 291,984
(26,727) 44 6,816 (19,867)
- 99 - 99
1,614 - - 1,614
23,041 8,922 161 32,124
2,822,296 9,065 70,160 2,901,521
280,328 - 242,323 522,651
466,941 - 1,095 468,036
351,617 - - 351,617
667,021 - 11,439 678,460
159,534 - 67,970 227,504
278,567 - 202,238 480,805
984,216 - 182,973 1,167,189
48,782 - 511,764 560,546
- 598,850 - 598,850
- 402,509 - 402,509
3,237,006 1,001,359 1,219,802 5,458,167
(414,710) (992,294) (1,149,642) (2,556,646)
65,009 - 999,094 1,064,103
- 155,642 - 155,642
4,871 11,336 72,714 88,921
510,344 981,670 - 1,492,014
(171,445) - - (171,445)
- (166,978) - (166,978)
408,779 981,670 1,071,808 2,462,257
(5,931) (10,624) (77,834) (94,389)
2,638,436 27,458 465,669 3,131,563
$ 2,632,505 16,834 $ 387,835 $ 3,037,174
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Special Revenue Funds

Including
Nonmajor Budgetary Comparison Schedules

Farm Scene
Greene County

Commonwealth of Pennsylvania 146 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



SPECIAL REVENUE FUNDS
DESCRIPTION
NONMAJOR FUNDS

Special revenue funds account for the proceeds of specific revenue sources that are legally restricted to
expenditure for specified purposes.

Banking Department Fund — to account for the administration of the Department of Banking and regulation of financial
institutions. Revenue is received from fees, assessments, charges, and penalties collected or recovered from persons, firms,
corporations, or associations regulated by the Department of Banking.

Milk Marketing Fund — to account for the operation of the Milk Marketing Board and to serve as a depository for amounts due to
dairy farmers from underpayments by dealers. Revenue is received from license fees, fines, penalties, and permits relating to the
milk industry.

Workers’ Compensation Administration Fund — to account for the administration of the Pennsylvania Workers’ Compensation
Act and the Pennsylvania Occupational Disease Act. Insurance companies and self-insured businesses are assessed a periodic fee
for costs incurred in administering these acts.

Workers’ Compensation Security Fund — to account for the payment of workers’ compensation claims to individuals who are
insured by an insolvent insurance company and for the costs to administer the program. Funds are derived from an annual
assessment on all insurance carriers authorized to transact and provide workers‘ compensation insurance in the Commonwealth.

Catastrophic Loss Benefits Fund — to account for the payment of medical and rehabilitative expenses over $100,000 to a lifetime
aggregate of $1 million to residents injured in a motor vehicle accident.

Environmental Stewardship Fund — to account for revenues from certain landfill fees and expenditures for farmland
preservation projects, open space protection, abandoned mine reclamation, watershed protection and restoration, water and
sewer infrastructure, and the improvement of conservation of Commonwealth and community parks and recreational facilities.

Public Transportation Trust Fund — to provide dedicated funding for public transportation in the Commonwealth. Revenues
come from scheduled payments by the Pennsylvania Turnpike Commission, a portion of the Sales and Use Tax, and transfers from
the Public Transportation Assistance Fund and the Lottery Fund. Monies in this fund are disbursed as grants to public transit
agencies for operating costs (including Shared Ride and Free Transit for Older Pennsylvanians), capital and asset improvements,
and programs of statewide significance.

Gaming Fund — to account for the administration of the Race Horse Development and Gaming Act. Revenue is received from
license fees and a percentage of the gross terminal revenue (GTR) generated by licensed gaming facilities.

Growing Greener Bond Fund — to account for certain bond issuance financing and expenditures for environmental projects such
as watershed protection, mine drainage remediation, advanced energy, flood protection, brownfields remediation, state parks
and forest facilities, open space conservation, farm land preservation, capital improvement projects for fishing, boating, and
hunting, and for county environmental initiatives.

Water Supply and Wastewater Treatment Fund — to provide single-year or multiyear grants to municipalities and municipal
authorities and loans to municipalities, municipal authorities, industrial development corporations, and investor-owned water or
wastewater enterprises for projects which construct, expand, or improve water and wastewater infrastructure.

Other — to account for programs related to restoration, conservation, protection, and management of natural resources; the
payment of prescription drugs for eligible citizens 65 years or older; the preservation of historical landmarks; vocational
rehabilitation services; administrative and regulatory activities of various departmental programs; and miscellaneous
Commonwealth activities. This “Other” category is an aggregation of sixty-nine individual special revenue funds.

There are a total of eighty-one individual special revenue funds; Motor License and Tobacco Settlement special revenue funds are
reported as Major Funds in the basic financial statements.
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(Amounts in thousands) Budgeted Funds Water
Workers' Workers' Catastrophic Public Growing Supply and
Banking Milk Compensation Compensation Loss Environmental Transportation Greener Wastewater
Department Marketing Admin. Security Benefits Stewardship Trust Gaming Bond Treatment Other Total
ASSETS
$ 51 $ 64 $ -0 % 223 % - - $ 1,093 $ 5775 % - 0% 29 % 10,963 $ 18,198
Temporary investments.. 33,684 3,196 98,538 116,340 111,711 81,655 78,649 972,137 46,752 46,364 956,230 2,545,256
Long-term investments - - - 432,879 - - - - - - - 432,879
Receivables, net:
- - - - - - - - - - 22,500 22,500
5,538 - 8 1 - - - - - - 1,768 7,315
- - 5,423 - 4 6 366 20 19 130 5,968
- - - - - - - - - 59,272 23,828 83,100
- - - 7,520 - - - - - - - 7,520
- - - - - - - - - - 23,141 23,141
- - - - - - 31,247 17 - - 21,381 52,645
Due from Federal government. - - - - - - - - - - 26,318 26,318
Advances to other funds.... - - - - - - - - - - 3,000 3,000
TOTAL ASSETS $ 39,273 $ 3,260 _$ 98,546 $ 562,386 _$111,711 81659 % 110,995 _$ 978,295 _$ 46,772 _$ 105684 _$ 1,089,259 _$ 3,227,840
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued liabilities...... $ 16,516 $ 149 $ 3,058 % 2,365 $ 1,108 16,148 $ 22,287 $ 51,297 $ 16,479 $ 1,845 $ 148,484 $ 279,736
Investment purchases payable - - - 3,031 - - - - - - - 3,031
Securities lending obligations 5,434 399 - 96,125 18,032 12,018 12,695 - - - 105,012 249,715
Due to other funds... 36 29 108 5 4 1 4 930 1,398 - 4,444 6,959
Due to component units. - - - - - - - - - - 293 293
Due to pension trust funds...........cccccceeeee 8 2 22 - - - 2 59 - - 147 240
Due to political subdivisions - - - - - 1,292 3,416 3,917 4,057 3,773 8,747 25,202
Due to other governments. 20 5 52 1 - - 5 45 - - 367 495
Unearned revenue 4,355 1,053 409 - - - - - - - 13,514 19,331
Advances from other funds - - - - - - - - - - 10,333 10,333
TOTAL LIABILITIES 26,369 1,637 3,649 101,527 19,144 29,459 38,409 56,248 21,934 5,618 291,341 595,335
Fund balances:
Reserved for:
Encumbrances............ccceeenn. 71 25 3,145 9,274 26 41,875 20,140 52,334 121,359 69,854 47,574 365,677
Advances......... - - - - - - - - - - 3,000 3,000
Loans receivable.. - - - - - - - - - 59,272 23,828 83,100
(0] 1 T TP PUPTPIN - - 883 - - 250 - 147,766 - - 84,977 233,876
Unreserved:
Designated for:
- - - - - 8,666 - - - - - 8,666
Undesignated (deficit)... 12,833 1,598 90,869 451,585 92,541 1,409 52,446 721,947 (96,521) (29,060) 638,539 1,938,186
TOTAL FUND BALANCES.... 12,904 1,623 94,897 460,859 92,567 52,200 72,586 922,047 24,838 100,066 797,918 2,632,505
TOTAL LIABILITIES AND FUND BALANCES. _$ 39,273 $ 3,260 _$ 98,546 $ 562,386 _$111,711 81659 % 110,995 _$ 978,295 _$ 46,772 _$ 105684 _$ 1,089,259 _$ 3,227,840
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Commonwealth of Pennsylvania

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

Nonmajor Governmental Funds

Special Revenue Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

REVENUES:

Licenses and fees
Intergovernmental
Charges for sales and services...................
Investment income

EXPENDITURES:
Current:
Direction and supportive services
Protection of persons and property..
Health and human services....
Public education.................
Recreation and cultural enrichment.
Economic development..........
Transportation
Capital outlay
TOTAL EXPENDITURES ...
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES .......
OTHER FINANCING SOURCES (USES):
Bonds issued...........cocveviiiiiiiiiiiiiiiiiieeees
Premium on bonds/refunding bonds issued
Transfers in
Transfers out...
NET OTHER FINANCING
SOURCES (USES) ..cccvvvniieeieiiiinieeeees
NET CHANGE IN FUND BALANCES.......
FUND BALANCES, JULY 1, 2008............

FUND BALANCES, JUNE 30, 20009..........

Budgeted Funds Water
Workers' Workers' Growing  Supply and
Banking Compensation Compensation Environmental Transportation Greener Wastewater

Department Admin. Security Stewardship Gaming Bond Treatment Other
$ - - - $ - 378,293 $ 999,217 $ - 0% - $ 249,846
5,220 62 26,700 66,266 - 47,064 - - 266,881
- - - - 350,000 - - - 151,101
11,140 60,322 - - - - - - 209,686
(785) 1,369 (10,407) (460) (5,755) 8,656 446 692 (18,457)
- - - - - - 99 929 586
9 106 471 - - 53 - 4 22,393
15,584 61,859 16,764 65,806 722,538 1,054,990 545 1,625 882,036
69 2 - - - 278,978 63 - 1,216
19,192 121 42,281 16,062 - 45,150 36,682 - 297,888
- 48,653 - - - 227 - - 302,737
- - - - - 609,458 3,969 - 53,594
- - - 13,705 - 8,458 12,497 - 124,874
- 176 - 10,620 - 52,437 17,088 23,293 174,953
- - - - 820,513 - - - 163,703
- - - - - - 44,724 - 4,058
19,261 48,952 42,281 40,387 820,513 994,708 115,023 23,293 1,123,023
(3,677) 12,907 (25,517) 25,419 (97,975) 60,282 (114,478) (21,668) (240,987)
- - - - - - 65,009 - -
- - - - - - 4,871 - -
- - - - 97,847 - - - 412,497
(15,000) (3,800) - (31,745) - (87,669) - - (33,231)
(15,000) (3,800) - (31,745) 97,847 (87,669) 69,880 - 379,266
(18,677) 9,107 (25,517) (6,326) (128) (27,387) (44,598) (21,668) 138,279
31,581 85,790 486,376 58,526 72,714 949,434 69,436 121,734 659,639
$ 12,904 94,897 460,859 $ 52,200 72,586 $ 922,047 $ 24,838 $ 100,066 _$ 797,918




Commonwealth of Pennsylvania
Budgetary Comparison Schedule
Budgeted Nonmajor Funds

Special Revenue Fund-Banking Department
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Actual
Original Final (Budgetary
Budget Difference Budget Difference Basis)
REVENUES:
State Programs:
Licenses and fEES.........uuuurrrrurureriiiiiiiiiiiiiiiiiaiiiaaaee $ 15,870 $ 714 $ 16,584  $ (818) $ 15,766
Fines, penalties and interest............cccceeeevvveeeennneenn. 750 - 750 (276) 474
INVEStMENt INCOME. ... iiiieieiiiie e 2,269 (2,069) 200 85 285
TOTAL REVENUES......ccoviiiiieecie e 18,889 (1,355) 17,534 (1,009) 16,525
EXPENDITURES:
State Programs:
Direction and SUPPOrtive SEIVICES..........ovevvvveeeeiinnn. 5 - 5 - 5
Protection of persons and property.........ccccoeeeueeeeennnns 36,917 - 36,917 - 36,917
TOTAL EXPENDITURES.......cooeiiiiiiiiiiieie, 36,922 - 36,922 - 36,922
REVENUES UNDER EXPENDITURES................. (18,033) (1,355) (19,388) (1,009) (20,397)
OTHER FINANCING SOURCES:
Prior year lapSes.......oveveunieieiieeeiieeee e - 1,455 1,455 - 1,455
REVENUES AND OTHER SOURCES OVER (UNDER)
EXPENDITURES.......ccoiiiiiiiiiiiiiiiiieieieeeeeeeeeeeeeeeeeeeeee (18,033) 100 (17,933) (1,009) (18,942)
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2008................... 28,785 - 28,785 - 28,785
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2009................... $ 10,752 $ 100 $ 10,852 $ (1,009) $ 9,843

Reconciliation of Budgetary to GAAP Basis Amounts

The Commonwealth adopts a formal annual budget for the Banking Department Fund. The Budgetary Comparison Schedule presented above presents
a comparison of the legally adopted budget, as amended, with actual data on a budgetary basis, which differs from governmental fund statement
information primarily by the omission of certain revenue and expenditure accruals. The following presents a reconciliation of the budgetary basis to the

modified accrual basis of reporting (amounts in thousands):

Budgetary basis — revenues and other sources under
expenditures (from Actual column above)

Adjustments:
To adjust revenues, other financing sources and related
receivables and deferred revenue..............ccevveeiiiiiiiiii e
To adjust expenditures, other financing uses and related
accounts payable and accrued liabilities

Net adjustments

Modified accrual basis — net change in
governmental fund balance

$ (18,942)
. (2,396)
. 2,661
) 265
. $ (18,677)

The above revenue adjustments include net revenue accruals/deferrals, amounts to recognize certain pass-through grants and amounts to recognize
certain intergovernmental revenues that are not reported for budgetary reporting purposes. Likewise, the above expenditure adjustments include net

expenditure accruals, amounts to recognize certain pass-through grants,
grants that are not reported for budgetary reporting purposes.

and amounts to recognize certain expenditures related to Federal and other

- The notes on pages 140 to 142 are an integral part of this schedule. -
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Commonwealth of Pennsylvania
Budgetary Comparison Schedule
Budgeted Nonmajor Funds

Special Revenue Fund-Milk Marketing
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Actual
Original Final (Budgetary
Budget Difference Budget Difference Basis)
REVENUES:
State Programs:
Licenses and fEEeS.........cccvvvrveiieeiiiiiiie e $ 2,495 $ 45) $ 2,450 114 $ 2,564
Fines, penalties and interest............cccccvvvvveeeiieieneeennnn. 50 - 50 (44) 6
Investment income...... . 100 (116) (16) (24) (40)
TOTAL REVENUES.......ccoiiiiiiiiiiiiieiei e 2,645 (161) 2,484 46 2,530
EXPENDITURES:
State Programs:
Direction and supportive ServiCes...........ccceeeeeeeeeeenenens 5 - 5 - 5
Protection of persons and property.............ccccevvvvvunnns 2,842 - 2,842 - 2,842
TOTAL EXPENDITURES........ccviiiiiiiieiiiieceieee 2,847 - 2,847 - 2,847
REVENUES OVER (UNDER)
EXPENDITURES. ....ccoiiiiiiiiiieiiiieee e (202) (161) (363) 46 (317)
OTHER FINANCING SOURCES:
Prior year lapSes. ......ccooeeieeiiieieieieie e - 329 329 - 329
REVENUES AND OTHER SOURCES OVER
(UNDER) EXPENDITURES........ccuiiiiiiieieiieceeeeees (202) 168 (34) 46 12
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2008............cc..... 1,441 - 1,441 - 1,441
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2009.......c...ccceunn. $ 1,239 $ 168  $ 1,407 46 % 1,453

Reconciliation of Budgetary to GAAP Basis Amounts

The Commonwealth adopts a formal annual budget for the Milk Marketing Fund. The Budgetary Comparison Schedule presented above presents a
comparison of the legally adopted budget, as amended, with actual data on a budgetary basis, which differs from governmental fund statement
information primarily by the omission of certain revenue and expenditure accruals. The following presents a reconciliation of the budgetary basis to the

modified accrual basis of reporting (amounts in thousands):
Budgetary basis — revenues and other sources over

expenditures (from Actual column above)............coceevveiiniiieiiiiiiie e,
Adjustments:

To adjust revenues, other financing sources and related

receivables and deferred revVeNUE...........ouuuuiviiiiiiiiiiie e

To adjust expenditures, other financing uses and related
accounts payable and accrued liabilities............ooooeieieiiiiiiiiie,

Net adjuSTMENTS......ooiiiiiiii e

Modified accrual basis — net change in
governmental fund balance.............oouuiiiiiiiiiiii

$ 12
(388)

268

120
$ (108)

The above revenue adjustments include net revenue accruals/deferrals, amounts to recognize certain pass-through grants, and amounts to recognize
certain intergovernmental revenues that are not reported for budgetary reporting purposes. Likewise, the above expenditure adjustments include net
expenditure accruals, amounts to recognize certain pass-through grants, and amounts to recognize certain expenditures related to Federal and other

grants that are not reported for budgetary reporting purposes.

- The notes on pages 140 to 142 are an integral part of this schedule. -
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Commonwealth of Pennsylvania

Budgetary Comparison Schedule

Budgeted Nonmajor Funds

Special Revenue Fund-Workers' Compensation Administration
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Actual
Original Final (Budgetary

Budget Difference Budget Difference Basis)

REVENUES:
State Programs:

Taxes, net of refunds...........ccccoeviiiii $ 76,366 $ - 38 76,366 $ (16,357) $ 60,009
Fines, penalties and interest...........ccccceveveveveeeeeeennnes 153 (92) 61 1 62
INVeStMeNt iNCOME..........oveiiiiiiiiiiie e 3,385 (2,037) 1,348 22 1,370
Departmental SErVIiCeS. .........uuururerererererenerenenenenenenens 183 - 183 - 183
Miscellaneous...........ccooviiiiiiiiiiii 262 (157) 105 1 106
TOTAL REVENUES.......cooiiiiiiiiiieeeeeeeeeeeee 80,349 (2,286) 78,063 (16,333) 61,730

EXPENDITURES:
State Programs:

Health and human Services.........ccccevvvevieieiiieinneennnen. 76,366 - 76,366 (326) 76,040
Economic development............ccoovveiieniieiiiiiineneeeenns 183 - 183 - 183
TOTAL EXPENDITURES......cccvviiiiieeeeieeeeis 76,549 - 76,549 (326) 76,223
REVENUES OVER (UNDER)
EXPENDITURES......cooviiiiiieeeeie e 3,800 (2,286) 1,514 (16,007) (14,493)
OTHER FINANCING SOURCES:
Prior year 1apSes........uuuveiiieiiiiiiieieeeeiie e - 9,095 9,095 - 9,095
REVENUES AND OTHER SOURCES OVER
(UNDER) EXPENDITURES.....cccviiiiiieeiiieeeieeeeeenn 3,800 6,809 10,609 (16,007) (5,398)

UNRESERVED/UNDESIGNATED FUND BALANCES

(BUDGETARY BASIS), JUNE 30, 2008................ 74,857 - 74,857 - 74,857
UNRESERVED/UNDESIGNATED FUND BALANCES
(BUDGETARY BASIS), JUNE 30, 2009................ $ 78,657 $ 6,809 $ 85,466 $ (16,007) $ 69,459

Reconciliation of Budgetary to GAAP Basis Amounts

The Commonwealth adopts a formal annual budget for the Workers' Compensation Administration Fund. The Budgetary Comparison Schedule
presented above presents a comparison of the legally adopted budget, as amended, with actual data on a budgetary basis, which differs from
governmental fund statement information primarily by the omission of certain revenue and expenditure accruals. The following presents a
reconciliation of the budgetary basis to the modified accrual basis of reporting (amounts in thousands):

Budgetary basis — revenues and other sources under

expenditures (from Actual column above)...........cceeuviiiiiiiiiiiiiiineeecceii, $ (5,398)
Adjustments:
To adjust revenues, other financing sources and related
receivables and deferred revenue............cooovvvviiiiiiei i (8,966)

To adjust expenditures, other financing uses and related
accounts payable and accrued liabilities.............ccccovviiiiiiiiiiin 23,471

Net adjUSTMENTS......cooiiiiiiiiiiiiii ettt 14,505

Modified accrual basis — net change in
governmental fund balance............oouuuiiiiiiiiiiiii e $ 9,107

The above revenue adjustments include net revenue accruals/deferrals, amounts to recognize certain pass-through grants, and amounts to recognize
certain intergovernmental revenues that are not reported for budgetary reporting purposes. Likewise, the above expenditure adjustments include net
expenditure accruals, amounts to recognize certain pass-through grants, and amounts to recognize certain expenditures related to Federal and other
grants that are not reported for budgetary reporting purposes.

- The notes on pages 140 to 142 are an integral part of this schedule. -
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DEBT SERVICE FUNDS
DESCRIPTION
NONMAJOR FUNDS

Debt service funds account for the accumulation of resources, principally from transfers from
other Funds, for the payment of general long-term debt principal and interest.

Disaster Relief Redemption Fund — these funds account for the payment of principal and interest on bonds issued for the
rehabilitation of areas of the Commonwealth affected by the floods of 1971, 1972, and 1977. Funding consists of transfers
from the General Fund and investment income.

Pennsylvania Infrastructure Investment Authority (PENNVEST) Redemption Fund — to account for the payment of
principal and interest on bonds issued for loans to local water companies for the repair, construction, extension, and
improvement of water supply systems, dams, port facilities, and water control systems. Funding consists of transfers from
the General Fund and the Pennsylvania Infrastructure Investment Authority Fund and investment income.

Capital Debt Fund — to account for the payment of principal and interest related to general obligation bonds issued for
capital projects authorized by Capital Budget Acts. Funding consists of transfers from the General Fund and the Motor
License Fund, facility rental, and investment income.

Pennsylvania Economic Revitalization Sinking Fund — to account for the payment of principal and interest on bonds issued
for the promotion of economic redevelopment throughout Pennsylvania for grants and loans for industrial and small
business development. Funding consists of transfers from the General Fund and the Pennsylvania Economic Revitalization
Fund and investment income.

Water Facilities Loan Redemption Fund — to account for the payment of principal and interest on bonds issued for the
implementation of the water project loan referendum to provide loans to local water companies for repair, construction,
and improvement to water supply systems. Funding consists of transfers from the General Fund and the Water Facilities
Loan Fund, investment income, and proceeds from the sale, lease, or disposal of loan collateral.

Land and Water Development Sinking Fund — to account for the payment of principal and interest on bonds issued for the
acquisition, development, and improvements to Commonwealth land and water facilities. Funding consists of transfers
from the General Fund, the Land and Water Development Fund, and investment income.

Other — these funds account for the payment of principal and interest on bonds issued for loans to nursing homes and
volunteer fire companies, compensation to Vietnam conflict veterans, finance of various environmental initiatives, and for
water and wastewater infrastructure projects related to economic development. Funding consists of transfers from the
General Fund, Environmental Stewardship Fund, and investment income. This other category is an aggregation of twelve
individual debt service funds.

There are a total of eighteen individual debt service funds; all are reported as nonmajor funds.
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Commonwealth of Pennsylvania

Combining Balance Sheet-Nonmajor Governmental Funds
Debt Service Funds

June 30, 2009

(Amounts in thousands) Pennsylvania
Infrastructure Pennsylvania Water Land and
Disaster Investment Economic Facilities Water
Relief Authority Capital Revitalization Loan Development
Redemption Redemption Debt Sinking Redemption Sinking Other Total
ASSETS
{07 T o $ - % - $ 3604 % - % - % - - $ 3,604
Temporary investments........ccoceeveevneeneennnnnns - 1,759 11,267 - - 56 145 13,227
Receivables, net:
ACCOUNTS. ettt e - - 3,246 - - - - 3,246
Accrued interest.........oovveieiiiii e - - 4 - - - - 4
Lease rentals - - 553 - - - - 553
TOTAL ASSETS...ouiii e e e e $ - % 1,759 $ 18,674 $ - % - 3 56 145 $ 20,634
LIABILITIES AND FUND BALANCES
Liabilities:
Unearned reVENUE. ...........eeeereenenenennnnnnnnnnnnnns $ - 3 - $ 3800 $ - $ - % - - $ 3,800
TOTAL LIABILITIES.....ciiiieeeeeeeeee - - 3,800 - - - - 3,800
Fund balances:
Unreserved:
Designated for:
Debt service:
Retirement of general obligation bonds.. - 1,759 14,874 - - 56 145 16,834
TOTAL FUND BALANCES..........cceveenneen. - 1,759 14,874 - - 56 145 16,834
TOTAL LIABILITIES AND FUND BALANCES..... $ - % 1,759 $ 18,674 $ - % - % 56 145 $ 20,634
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Commonwealth of Pennsylvania

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Nonmajor Governmental Funds
Debt Service Funds
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

Pennsylvania

Infrastructure Pennsylvania Water Land and
Disaster Investment Economic Facilities Water
Relief Authority Capital Revitalization Loan Development
Redemption Redemption Debt Sinking Redemption Sinking Other Total
REVENUES:
Investment iNCOMe.........ouueeeeeeeeeeeae.. $ - 10 $ (45) $ - $ - $ 80 $ @ % 44
Lease rental principal and interest.............. - - 99 - - - - 99
Other ... - 5,319 3,603 - - - - 8,922
TOTAL REVENUES ........cooviiiiiiieein, - 5,329 3,657 - - 80 D 9,065
EXPENDITURES:
Debt service:
Principal retirement............cococevviiiiiiiinennnns 1,510 6,290 570,955 385 1,410 190 18,110 598,850
Interest and fiscal charges............ccceevne... 284 5,864 370,249 122 448 61 25,481 402,509
TOTAL EXPENDITURES ........ccvveevnnnenn. 1,794 12,154 941,204 507 1,858 251 43,591 1,001,359
DEFICIENCY OF REVENUES
UNDER EXPENDITURES ........cccuveane.. (1,794) (6,825) (937,547) (507) (1,858) (171) (43,592) (992,294)
OTHER FINANCING SOURCES (USES):
Refunding bonds issued...........ccccoeevveinnnnns - - 155,642 - - - - 155,642
Premium on bonds/refunding bonds issued. - - 11,336 - - - - 11,336
Transfers in......coooeeeiiie e 1,794 7,248 926,618 507 1,858 54 43,591 981,670
Payment to refunded bond escrow agent.... - - (166,978) - - - - (166,978)
NET OTHER FINANCING
SOURCES.....ci e, 1,794 7,248 926,618 507 1,858 54 43,591 981,670
NET CHANGE IN FUND BALANCES........ - 423 (10,929) - - (117) (1) (10,624)
FUND BALANCES, JULY 1, 2008.............. - 1,336 25,803 - - 173 146 27,458
FUND BALANCES, JUNE 30, 20009........... $ - 1,759 $ 14,874 $ - $ - $ 56 $ 145 $ 16,834



Capital Projects Funds
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CAPITAL PROJECTS FUNDS
DESCRIPTION
NONMAJOR FUNDS

Capital projects funds account for financial resources to be used for the acquisition or
construction of major capital facilities, including those provided to political subdivisions or
other public organizations.

Capital Facilities Fund — to account for general obligation bond proceeds used to fund capital projects specifically itemized
and authorized by Capital Budget Acts.

Keystone Recreation, Park and Conservation Fund — to account for bond proceeds and a percentage of the state realty
transfer tax. The amounts are used to acquire, improve and expand Commonwealth and community parks, recreation
facilities, historic sites, zoos, public libraries, nature preserves and wildlife habitats and other recreational areas and
facilities.

Local Criminal Justice Fund — to account for the proceeds of bonds issued for grants to counties and multi-county
authorities for the repair, expansion, construction, rehabilitation and improvement of local correctional facilities or multi-
county regional prison facilities.

Land and Water Development Fund — to account for the proceeds of bonds issued for pollution remediation; grants to
local governments for sewage treatment facilities; the development of public outdoor recreation areas; and, acquisition

and development of park and recreation lands and related studies to determine such needs.

There are a total of four individual capital projects funds; all are reported as nonmajor funds.
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Commonwealth of Pennsylvania

Combining Balance Sheet-Nonmajor Governmental Funds
Capital Project Funds

June 30, 2009

(Amounts in thousands) Keystone
Recreation, Local Land and
Capital Park and Criminal Water
Facilities Conservation Justice Development Total
ASSETS
Cash..coeeii $ 4594 % 1,606 $ - $ - $ 6,200
Temporary investments..........cc.occvveeeeennnnnn. 517,669 123,101 1,835 953 643,558
Receivables, net:
ACCOUNTS. ..ot e, 21,523 - - - 21,523
Accrued iNtereSt........ccvevevveveenieeeiieeennnns 216 50 1 - 267
Due from other funds............cccoevviiiieeiiinnns 37,557 4,554 - - 42,111
Due from component units..............ccceeeeeenn. 1,803 - - - 1,803
Due from political subdivisions..................... 1,146 - - - 1,146
TOTAL ASSETS.. ot $584,508 $ 129,311 $1836 $ 953 $ 716,608
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable and accrued liabilities....... $205,902 % 7,678 % - 3% 37 $ 213,617
Due to other funds.........cccooeveiiiiviinieiieeens 13,762 190 - - 13,952
Due to political subdivisions..................cc..... 99,576 1,628 - - 101,204
TOTAL LIABILITIES. ..., 319,240 9,496 - 37 328,773
Fund balances:
Reserved for:
EnCumbrances..........ccuvveieeeiieniiinieeieennnn, 978,439 86,936 1,188 654 1,067,217
Other ... 6,819 - - 1,637 8,456
Unreserved:
Designated for:

Capital projects.......cccceveeveveieieeennnnennnnn. - 32,879 648 - 33,527
Undesignated deficit............cc.ceevirvennnnnn. (719,990) - - (1,375) (721,365)
TOTAL FUND BALANCES...........cc....... 265,268 119,815 1,836 916 387,835

TOTAL LIABILITIES AND FUND BALANCES. $584,508 $ 129,311 $1836 $ 953 $ 716,608
Commonwealth of Pennsylvania 159 Governor's Office of the Budget

WWW.pa.gov www.budget.state.pa.us



Commonwealth of Pennsylvania

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

Capital Projects Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Keystone
Recreation, Local Land and
Capital Park and Criminal Water
Facilities Conservation Justice Development Total
REVENUES:
LI G PSP $ - 8 52,347  $ - 3% - % 52,347
Charges for sales and services..................... 10,836 - - - 10,836
Investment iNCOMe.........ccceeeieiiiieiiiineeeenn, 4,419 2,369 28 - 6,816
(0] 1 LT U 161 - - - 161
TOTAL REVENUES ..o, 15,416 54,716 28 - 70,160
EXPENDITURES:
Current:
Direction and supportive services................. 242,323 - - - 242,323
Protection of persons and property.............. 729 - 99 267 1,095
Public education............ccooeeeiiiiiiiiiieiiiies - 11,439 - - 11,439
Recreation and cultural enrichment.............. 665 67,305 - - 67,970
Economic development.............ccoeevveeennnnee. 202,238 - - - 202,238
Transportation..........coceeeeveniieiieiiieeeieeennns 182,973 - - - 182,973
Capital outlay.........cooeeevuiiiiiiiiiieiie s 506,320 5,444 - - 511,764
TOTAL EXPENDITURES ........ccoeeniiannen. 1,135,248 84,188 99 267 1,219,802
DEFICIENCY OF REVENUES
UNDER EXPENDITURES ........cccceueaneee (1,119,832) (29,472) (71) (267) (1,149,642)
OTHER FINANCING SOURCES:
Bonds issUed.........ccouiiiiiiiiiiiie e 999,094 - - - 999,094
Premium on bonds/refunding bonds issued.. 72,714 - - - 72,714
NET OTHER FINANCING
SOURCES...... i 1,071,808 - - - 1,071,808
NET CHANGE IN FUND BALANCES......... (48,024) (29,472) (71) (267) (77,834)
FUND BALANCES JULY 1, 2008............... 313,292 149,287 1,907 1,183 465,669
FUND BALANCES JUNE 30, 20009............. $ 265,268 $ 119,815 $1.836 $ 916 $ 387,835
Commonwealth of Pennsylvania 160 Governor's Office of the Budget
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Enterprise Funds
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ENTERPRISE FUNDS
DESCRIPTION
NONMAJOR FUNDS

Enterprise funds account for operations that are financed and operated in a manner similar to
private business enterprises. Costs of providing goods and services to the general public on a
continuing basis, including depreciation, are financed or recovered primarily through user
charges.

State Stores Fund — to account for the general operations of the Pennsylvania Liquor Control Board. Expenses include all
costs associated with the operation and administration of the liquor store system and enforcement of the Liquor Control
Law.

Small Business First Fund — to account for and provide loans to eligible small businesses for capital development projects
which will create or preserve employment opportunities and which will enhance business development in Pennsylvania.
Sources of revenue and financing include loan principal and interest payments, transfers from the General Fund, Federal
funds, and investment income.

Volunteer Companies Loan Fund — to account for and provide low-interest loans for acquisition and replacement of
volunteer fire, ambulance and rescue company equipment and facilities.

Machinery and Equipment Loan Fund — to account for and provide low-interest loans to finance machinery and
equipment purchases for eligible Pennsylvania businesses to facilitate their growth, competitiveness, and value-added
capacity. Sources of revenue and financing include loan principal and interest payments, transfers from the General Fund,
and investment income.

Coal and Clay Mine Subsidence Insurance Fund — to account for and provide insurance coverage to homeowners in mining
areas against damages resulting from mine subsidence.

Pennsylvania Infrastructure Bank Fund — to account for and provide loans to, or enter into leases with, qualified
borrowers to finance the costs of transportation projects. Acts 165 and 7A of 2004 expanded this program to include
financing of rail freight infrastructure.

Minority Business Development Fund — to account for and provide low-interest and short-term loans, loan and bond
guarantees and other financial and technical assistance, to eligible minority business enterprises and for operating
expenses of the Pennsylvania Minority Business Development Authority. Sources of revenue and financing include loan
principal and interest payments, transfers from the General Fund, and investment income.

Other — to account for enterprise operations including activities associated with low interest loans to manufacturers,
vocational rehabilitation services, and loans and grants provided to attract industrial, manufacturing or research and
development enterprises to the Commonwealth. This other category is an aggregation of five individual enterprise funds.

There are a total of sixteen individual enterprise funds; Unemployment Compensation, State Workers’ Insurance, State
Lottery and Tuition Payment enterprise funds are reported as Major Funds in the basic financial statements.

Commonwealth of Pennsylvania 163 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us
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Commonwealth of Pennsylvania

Combining Statement of Net Assets-Nonmajor Proprietary Funds
Enterprise Funds

June 30, 2009

(Amounts in thousands) Machinery Coal and
Small Volunteer and Clay Mine PA Minority
State Business Companies Equipment Subsidence Infrastructure Business
Stores First Loan Loan Insurance Bank Development  Other Total
ASSETS
Current assets:
Cash ..o $ 17,604 $ 83 % 124 $ 70 % - % 102 % - 139 $ 18,122
Temporary iNVestments...........ccccoooviiiiiine e 111,797 65,916 35,899 70,499 80,847 72,003 3,207 16,272 456,440
Receivables:
ACCOUNTES ©.eniiiii i e e aeeaes 1,609 - - - 2 490 - 61 2,162
Accrued interest. - 2 157 - 1 1 - 1 162
LOBNS. ..t - 14,409 19,319 13,357 - 5,940 902 515 54,442
Due from other funds .........coooiieiiiiiiie s 68 - - - - 62 - 2,730 2,860
Due from Federal government..........coooeeeeeeeeeeeeeeeeeeeeenn. - - - - - - - 110 110
Other-Advances to other funds.............cooovvviiiiiiinnennnen. - - - - - 1,400 - - 1,400
INVENTOTY ...ttt e 208,806 - - - - - - 4 208,810
Prepaid eXPenses.........couvviiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeees 1,866 - - - - - - - 1,866
Total current assets ............oooccvviiieeiiiiiiiiiene s 341,750 80,410 55,499 83,926 80,850 79,998 4,109 19,832 746,374
Noncurrent assets:
Receivables:
LOBNS. ..ot - 68,469 84,383 66,050 - 36,243 5,011 1,602 261,758
Non-depreciable capital assets:
Land... ..o 323 - - - - - - - 323
Construction in progress... - - - - - - - 2,141 2,141
Depreciable capital assets:
Buildings and building improvements.. 21,827 - - - - - - 23,194 45,021
Machinery and equipment..............ooovviiiiiiiiiiiiiiieniennnn. 65,798 - - - 49 - - 4,552 70,399
Less: accumulated depreciation .................eeevevenenenens (33,905) - - - (10) - - (18,098) (52,013)
Net depreciable capital assets..........ccceevrvreeiiiiiiiieieieeennn. 53,720 - - - 39 - - 9,648 63,407
Total noncurrent assets ...........cccceeeeiieiiiiiiiie e 54,043 68,469 84,383 66,050 39 36,243 5,011 13,391 327,629
TOTAL ASSETS....oeiiiiii e 395,793 148,879 139,882 149,976 80,889 116,241 9,120 33,223 1,074,003
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Commonwealth of Pennsylvania

Combining Statement of Net Assets-Nonmajor Proprietary Funds
Enterprise Funds

June 30, 2009

(Amounts in thousands) Machinery Coal and
Small Volunteer and Clay Mine PA Minority
State Business Companies Equipment Subsidence Infrastructure Business
Stores First Loan Loan Insurance Bank Development  Other Total
LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities......................... 173,800 26 - 23 444 1,225 7 2,239 177,764
Securities lending obligations..........ccccoeveiiiiiinieie i, - 9,971 5,109 11,380 12,600 11,364 427 1,901 52,752
Due to other funds...........cceeviiiiiiiiiie e 6,428 1 - 1 3 - 1 85 6,519
Due to pension trust funds...............eeeveveveveeeremeienenennnnn. 236 - - 1 1 - - 1 239
Due to political subdivisSions.............ccevvveveeeiieieeieeienenennn. - - - - - - - 17 17
Due to other governmeNts...........oeevvveveeeeeeeeeeeeeneeneeenennns 548 1 - 1 3 - - 1 554
Unearned reVENUE. ........occuiiiieeie et e e e - - 88 - 2,455 - 63 2,606
Self insurance liabilities...........cccoviiiiiieiiinee e 4,106 5 - 6 20 - 2 199 4,338
Compensated abSENCES. .......ccovviiiiiriiiieeeee e 3,455 - - - 41 - - 220 3,716
Advances from other funds............cccveveeiiiiiieeec s 110,000 3,000 - - - - - - 113,000
Total current liabilities............ccoriiiiiiieeiieee e 298,573 13,004 5,197 11,412 15,567 12,589 437 4,726 361,505
Non-current liabilities:
Insurance loss liability..... - - - - 630 - - - 630
Compensated absences... 25,333 - - - 304 - - 1,576 27,213
Self insurance liabilities..................c..e. 17,700 20 - 25 87 - 9 860 18,701
Other postemployment benefit obligations... 12,307 22 - 24 81 - 10 821 13,265
Total non-current liabilities.................... 55,340 42 - 49 1,102 - 19 3,257 59,809
TOTAL LIABILITIES....cootiiiiiiiiiiiee e 353,913 13,046 5,197 11,461 16,669 12,589 456 7,983 421,314
NET ASSETS
Invested in capital assets, net of related debt................. 54,043 - - - 39 - - 11,789 65,871
Restricted for:
Smoking cessation and other health-related programs.. - - - - - - - 1,059 1,059
Transportation..........ooeeeeeeeeeeeie e - - - - - 103,652 - - 103,652
Economic development........cocoeveieieieieeeieeeeeeeee e - 135,833 - 138,515 - - 8,664 - 283,012
EMErgency SUPPOIt........cvveeveimuieeeeeeiiiiee e e eeeeiie e eeeees - - 134,685 - - - - - 134,685
Other PUIPOSES....ceeeeeeee e - - - - 64,181 - - 12,392 76,573
DEFICIt. ettt (12,163) - - - - - - - (12,163)
TOTAL NET ASSETS ... $ 41,880 $ 135,833 $134,685 $ 138,515 $ 64,220 % 103,652 $ 8,664 $ 25,240 $ 652,689
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ommonwealth of Pennsylvania

ombining Statement of Revenues, Expenses, and Changes in Fund Net Assets-Nonmajor Proprietary Funds
Enterprise Funds

For the Fiscal Year Ended June 30, 2009

0O

(Amounts in thousands) Machinery Coal and
Small Volunteer and Clay Mine PA Minority
State Business Companies Equipment  Subsidence Infrastructure Business
Stores First Loan Loan Insurance Bank Development Other Total
OPERATING REVENUES:
Sales AN SEIVICES......uuuririeeeieiiiiieeeeeeesiieieeeeeeeeeaeeaeens $ 1,507,512 $ - $ - $ 178 $ 6,372 $ - $ 2 $ 1,675 $ 1,515,739
INterest ON 10aNS.....coooeeeiiiee e - 1,301 2,198 2,751 - 1,311 203 48 7,812
(01 ] SRR - 3 - 3 - - - 1,060 1,066
OPERATING REVENUES BEFORE PROVISION
FOR UNCOLLECTIBLE ACCOUNTS.......ceeeeeeeeennnnn. 1,507,512 1,304 2,198 2,932 6,372 1,311 205 2,783 1,524,617
Provision for uncollectible accounts............ccccceeeeeeevnnnnnn. - (2,248) 65 (1,662) - - (765) - (4,610)
NET OPERATING REVENUES.......cccoevveviiiiieeeeeees 1,507,512 (944) 2,263 1,270 6,372 1,311 (560) 2,783 1,520,007
OPERATING EXPENSES:
Cost of sales and SerViCeS.......couvvviieririeiiiiieeeeeeeeeeeeeeeenn. 1,418,061 724 - 585 3,554 - 187 2,662 1,425,773
DEPreCiation........ccvuueiieeiiiiiie e 6,464 - - - - - - 1,849 8,313
TOTAL OPERATING EXPENSES .......ceevvviviiiieeeeeeane 1,424,525 724 - 585 3,654 - 187 4,511 1,434,086
. OPERATING INCOME (LOSS).....cccceeviraiirarinanenns 82,987 (1,668) 2,263 685 2,818 1,311 (747) (1,728) 85,921
[e2)
[e)]
NONOPERATING REVENUES (EXPENSES):
INVESTMENT INCOME....ciiiiieiiiiiieee e ceieee e e e e e (2,598) (1,012) (415) (2,307) (1,181) (995) (32) (317) (8,857)
Grants and Other revVeNUES.........ccoeeeeeeeeeeeieieeeeeeeeeeeeee. - - - 149 - - 20 1,793 1,962
OthEr EXPENSES...cvvvuueeeeiiiiiieeeeeeeeriiee e e e e eeaae e e eeeeanaaa s (12,643) - - - - - - - (12,643)
TOTAL NONOPERATING REVENUES (EXPENSES).. (15,241) (1,012) (415) (2,158) (1,181) (995) (12) 1,476 (19,538)
INCOME (LOSS) BEFORE TRANSFERS........ccceeeeu... 67,746 (2,680) 1,848 (1,473) 1,637 316 (759) (252) 66,383
TRANSFERS:
Transfers iN........ccccoviiiiii - - - - - 62 - - 62
Transfers out (127,000) - - (12,000) - - - - (139,000)
CHANGE IN NET ASSETS...ciiiiiiiieeeeeeeeiiee e e eeeeenan (59,254) (2,680) 1,848 (13,473) 1,637 378 (759) (252) (72,555)
TOTAL NET ASSETS, JULY 1, 2008.......ccccvvvneeeennnes 101,134 138,513 132,837 151,988 62,583 103,274 9,423 25,492 725,244
TOTAL NET ASSETS, JUNE 30, 2009.......ccccevvvvvnnnnnnn $ 41,880 $ 135,833 $ 134,685 $ 138,515 $ 64,220 $ 103,652 $ 8,664 $ 25,240 $ 652,689
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Commonwealth of Pennsylvania

Combining Statement of Cash Flows-Nonmajor Proprietary Funds
Enterprise Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Machinery Coal and
Small Volunteer and Clay Mine PA Minority
State Business Companies Equipment Subsidence Infrastructure Business
Stores First Loan Loan Insurance Bank Development Other Total
CASH FLOWS FROM OPERATING ACTIVITIES:
ReCceipts from CUSTOMENS. .......uuuiiiiiiiiiiiiiiiiiiiiiiieiei s $ 1,506,498 $ - $ - $ - $ - $ - $ - $ 603 $ 1,507,101
Receipts from DOrTOWErS.........cooiiiiiiiiii - 18,593 18,494 18,777 - 8,489 1,103 694 66,150
Receipt of premiums... - - - - 5,849 - - - 5,849
Payments to claimants - - - - (704) - - - (704)
Payments t0 BOrTOWErS. ........ooooiiiiiii - (12,806) (12,507) (39,251) - (7,310) (295) (390) (72,559)
Payments for vendors, employees and other COStS...............uvvvvienennnnne. (1,360,684) (849) - - (2,245) 4) (155) (723) (1,364,660)
Other receipts (PAYMENTS)........uuuuueeeeeeeerieeeeeneeeeeenneeeneeeeeeeeeeeeeeeeeeeaeane (155) - - 149 - - - 2,490 2,484
NET CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES...... 145,659 4,938 5,987 (20,325) 2,900 1,175 653 2,674 143,661
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
THANSTEIS N e e e e e e eeaas - - - - - 62 - - 62
I LTS (=T £ 01U S (127,000) - - (12,000) - - - - (139,000)
Net borrowings under advances from other funds .................oevvviiiiininnnns 25,000 - - - - - - - 25,000
NET CASH PROVIDED BY (USED FOR)
NON-CAPITAL FINANCING ACTIVITIES.........ccoooviviiiiiineens (102,000) - - (12,000) - 62 - - (113,938)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition and construction of capital assets............cccceeeeieiiiiiiieienenenn. (24,576) - - - - - - (128) (24,704)
Disposition of capital assets 155 - - - - - - - 155
NET CASH USED FOR CAPITAL AND
RELATED FINANCING ACTIVITIES......ccocvviiiiiiiiieiiiiee e, (24,421) - - - - - - (128) (24,549)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of INVeStMENtS............ooiviiiiiiiiiiiiii s (1,075,595) (13,659) (13,326) (4,309) (2,030) (6,764) (943) (25,099) (1,141,725)
Sales and maturities of investments.... 1,084,992 12,021 8,677 52,034 2,762 7,233 399 24,011 1,192,129
Investment income (2,598) 1,020 517 (1,114) 1,673 1,458 53 24 1,033
Change in securities lending obligations. ... (25,689) (4,242) (1,789) (14,216) (5,495) (4,696) (162) (1,785) (58,074)
NET CASH PROVIDED BY (USED FOR) INVESTING ACTIVITIES....... (18,890) (4,860) (5,921) 32,395 (3,090) (2,769) (653) (2,849) (6,637)
NET INCREASE (DECREASE) IN CASH.....coiiiiiiiiiiiieiiiiiie e 348 78 66 70 (190) (1,532) - (303) (1,463)
CASH AT JULY 1, 2008......cceiiiuiiaeeeeiiiiie e ettt eeeaaie e e e eeaaie e 17,256 5 58 - 190 1,634 - 442 19,585
CASH AT JUNE 30, 2009.......cciiiiiiiiiiiiiiiiiiii i $ 17,604 $ 83 % 124 $ 70 % -8 102 $ -3 139 $ 18,122
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Commonwealth of Pennsylvania

Combining Statement of Cash Flows-Nonmajor Proprietary Funds
Enterprise Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Machinery Coal and
Small Volunteer and Clay Mine PA Minority
State Business Companies Equipment Subsidence Infrastructure Business
Stores First Loan Loan Insurance Bank Development Other Total
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY (USED FOR) OPERATING ACTIVITIES
Operating iNCOME (J0SS) .. .cvvuvrrrireeeiiiiitee e e e et e e seeaee e $ 82,987 $ (1,668) $ 2,263 $ 685 % 2,818 $ 1,311 % (747) $ (1,728) $ 85,921
Depreciation and amortization............oooooeieiiiiii 6,464 - - - - - - 1,849 8,313
Provision for uncollectible acCOUNtS..............eeevvieeiiiiiiiiiiiiiiiieeeeeeieeees - 2,248 (65) 1,662 - - 765 - 4,610
Non-operating revenues (expenses)... (155) - - 149 - - 20 1,793 1,807
Change in assets and liabilities:
ACCOUNES TECEIVADIE. ...ttt eeeeeeeeeeeee 879 5,309 4,838 (22,341) 2) 1,177 607 301 (9,232)
Due from fiduciary funds...............eeeeemiiiiiiii - - - - - - - 69 69
Inventory...... . (8,687) - - - - - - - (8,687)
Due from other fUuNdS...........uuueemiiiiii e (32) - - - - (62) - (1,091) (1,185)
Due from COMPONENT UNITS.......eeiiiiiiiiiiiiiiiiiiiiiiiiiieiieeeeeeaeeeeeeeeeeeeeeeeneees - - - - - - - 1 1
Due from other governments............cccccovvvviiiiieiiiiiieinee e - - - - - - - (41) (41)
Other current assets (1,861) - - - - - - - (1,861)
Accounts payable and accrued liabilities.... 48,304 (949) (1,048) (509) 224 (1,251) 3 673 45,447
Due t0 Other fUNAS. ... .. 2,673 1 - 1 4) - (10) 2,661
Due to political SUDAIVISIONS.........uuuui e - (24) - - - - - 17 (@)
Due to other governmMEeNtS.........coooiiiiiiiiii (224) 1 - 1 1 - - - (221)
Unearned revenue.. - - Q) - (523) - - (87) (611)
Insurance 10SS ability..........cooooiiiiiiiii - - - - 284 - - - 284
Other Habilities. ........eeiiiiiiiiiie e 15,311 20 - 27 102 - 5 928 16,393
Total Adjustments...........cooooiiiiiiiiiiiii 62,672 6,606 3,724 (21,010) 82 (136) 1,400 4,402 57,740
NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES. ...coititiiiiiiiiiiiiiiiiiiiiiiii s $ 145659 $ 4938 % 5987 $ (20,325) $ 2,900 $ 1,175 % 653 $ 2,674 $ 143,661
Decrease in fair value of investments during the fiscal year................... $ - % (3478 $ (1,659 $ (4,494) % (3,961) $ (3,085) $ (129) $ (553) $ (17,359)

There were no other material investing, capital or financing activities that did not result in cash receipts or cash payments during the fiscal year.
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INTERNAL SERVICE FUNDS
DESCRIPTION

Internal service funds account for the financing of goods or services provided by one
department or agency to other departments or agencies of the Commonwealth, or to other
governmental units, on a cost-reimbursement basis.

Purchasing Fund — to account for the purchase of materials, supplies, motor vehicles, and other equipment by the
Department of General Services for the sale or lease to other Commonwealth departments, boards or commissions. This
fund is also used to account for all Commonwealth telecommunication activities, which are accounted for by the Governor’s
Executive Offices. Revenue is derived from reimbursements from Commonwealth agencies that use Fund services or
products.

Manufacturing Fund — to account for the manufacture and sale of goods and services by inmates in the correctional
institutions to the Department of Corrections, other government agencies, and government-aided organizations.

There are a total of two individual internal service funds.

Commonwealth of Pennsylvania 171 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



Commonwealth of Pennsylvania
Combining Statement of Net Assets-Nonmajor Proprietary Funds

Internal Service Funds

June 30, 2009

(Amounts in thousands)

ASSETS
Current assets:

Receivables:

ACCOUNES.....eeeeenns
Accrued interest
Due from other funds
Due from pension trust funds
Due from component units

Temporary investments

Due from Federal government..............c.c....u....

Due from other governments
Inventory...................
Other ASSELS....cvviiiiiiiieii et eans

Total current assets

Noncurrent assets:

Non-depreciable capital assets:

Depreciable capital assets:
Land improvements

Buildings and building improvements..............

Machinery and equipment
Less: accumulated depreciation
Net depreciable capital assets
Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities:

Accounts payable and accrued liabilities............

Securities lending obligations
Due to other funds
Due to pension trust funds
Due to other governments
Self insurance liabilities
Compensated absences
Advances from other funds
Total current liabilities
Non-current liabilities:
Installment purchase
Compensated absences
Self insurance liabilities

Other postemployment benefit obligations........

Total non-current liabilities
TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of related debt....

Restricted for:

Correctional industries and procurement.........

TOTAL NET ASSETS

Commonwealth of Pennsylvania

WWW.pa.gov

Purchasing Manufacturing Total

$ 10,333  $ 1,781 12,114
13,703 27,760 41,463

10 371 381

8 - 8

24,432 572 25,004

220 3,042 3,262

249 3 252

- 3 3

- 59 59

232 11,789 12,021

- 28 28

49,187 45,408 94,595

- 6 6

- 182 182

- 6,106 6,106

76,227 20,279 96,506
(50,944) (14,152) (65,096)
25,283 12,415 37,698
25,283 12,421 37,704
74,470 57,829 132,299
25,330 6,849 32,179

- 4,435 4,435

448 164 612

7 22 29

17 39 56

94 269 363

76 181 257

14,300 - 14,300
40,272 11,959 52,231

238 - 238

561 1,328 1,889

405 1,159 1,564

297 913 1,210

1,501 3,400 4,901
41,773 15,359 57,132
25,045 12,421 37,466
7,652 30,049 37,701

$ 32,697 $ 42,470 75,167

172 Governor's Office of the Budget
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Commonwealth of Pennsylvania

Combining Statement of Revenues, Expenses, and Changes in Fund

Net Assets-Nonmajor Proprietary Funds

Internal Service Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Purchasing Manufacturing Total

OPERATING REVENUES:

SAIES ANO SEIVICES. .. e itiieeeee ittt e et e e e e e e eana e $ 32,117 $ 60,644 $ 92,761
(0] 1 1= - 78 78
NET OPERATING REVENUES. ..ot 32,117 60,722 92,839

OPERATING EXPENSES:

Cost of sales and SEIVICES.......c.iuiiiiee e, 27,559 57,388 84,947
D T=T o] =T = 1T o TR PP 8,878 1,802 10,680
TOTAL OPERATING EXPENSES ... 36,437 59,190 95,627
OPERATING INCOME (LOSS)..cuiiuiiiiiiiiiieieiee e e e e (4,320) 1,532 (2,788)
NONOPERATING REVENUES (EXPENSES):
INVESTMENT INCOME. ...uuiiie e e e e e e eaas (1,744) (280) (2,024)
Grants and Other reVENUES. .........cou i, - 1 1
(0] 1 [=T Q=Y 01T 1] S (3,459) (90) (3,549)
TOTAL NONOPERATING REVENUES (EXPENSES), NET........... (5,203) (369) (5,572)
INCOME (LOSS) BEFORE
TRANSFERS . ... (9,523) 1,163 (8,360)
TRANSFERS:
LI 151 (=1 5530 11 | - (5,000) (5,000)
CHANGE IN NET ASSETS. ...t (9,523) (3,837) (13,360)
TOTAL NET ASSETS, JULY 1, 2008.....c.cciieeiiiiiieieeeieeeee e 42,220 46,307 88,527
TOTAL NET ASSETS, JUNE 30, 2009.....cciciiiiiieiiieeieceeeeeeaeen $ 32697 $ 42470 $ 75,167
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Commonwealth of Pennsylvania

Combining Statement of Cash Flows-Nonmajor Proprietary Funds
Internal Service Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Purchasing  Manufacturing Total
CASH FLOWS FROM OPERATING ACTIVITIES:
RECEIPLS FrOM CUSTOMEIS. .. uuviieiiiiiiiiiieee e e s e e e e e e e e e e e e e e eeeeaeeeeeeeeeeeeeeeeereeseeeseeenennnees $ 30,169 $ 61,366 $ 91,535
Payments for vendors, employees and Other COStS...........cceveiiiiiieeiiiiiiiieeeeeeiiinnnnn (29,879) (58,179) (88,058)
(@) 1 L= g =TT o) £ PR TRRUPRRRNY - 54 54
NET CASH PROVIDED BY OPERATING ACTIVITIES........cocieiiiiieeiiiieeceee 290 3,241 3,531
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
B2V 151 (= 55T 01U | S - (5,000) (5,000)
NET CASH USED FOR NON-CAPITAL FINANCING ACTIVITIES.................. - (5,000) (5,000)
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital asSets...........ccuuiiiiiiiiiiiiiiii (7,534) (945) (8,479)
NET CASH USED FOR CAPITAL AND RELATED FINANCING ACTIVITIES.. (7,534) (945) (8,479)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of INVESTMENTS. ... (286,815) (48,159) (334,974)
Sales and maturities Of INVESIMENTS........c.ouuiiiiiiiiiii e 309,643 56,210 365,853
INVESTMENT INCOME....ceiitii et e s (1,999) (493) (2,492)
Change in securities lending obligations............ccuuuiiiiiiiiiiie e (7,724) (3,510) (11,234)
NET CASH PROVIDED BY INVESTING ACTIVITIES. ...t 13,105 4,048 17,153
NET INCREASE IN CASH. ....uiiiiitiie ettt e e e e eeeen 5,861 1,344 7,205
CASH AT JULY 1, 2008.....ccuuieieiiiieaeeinie et e e et e e e et e e e eena s e e eeeaaeeeeenaaeeeeees 4,472 437 4,909
CASH AT JUNE 30, 2009......ccetuueeiiiiieeeeeiie e et e e e e e et e e e eea e e e aeaen e e eeannns $ 10,333 $ 1,781 $ 12,114

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES

Operating iNCOME (I0SS).....euuuuuiieiiiiii ettt e e e $ (4,320) $ 1,532 $ (2,788)
Depreciation and amortization.............oueeuiiiiiin s 8,878 1,802 10,680
NON-0PErAtiNG FEVENUE. .....cetuiiiiiiiiiiie ettt ettt e e e e - 1 1

Change in assets and liabilities:

ACCOUNTS FECEIVADIE. . ... e et e e ean 905 1,190 2,095
L0 1Y7=T g1 (o YT PPTUPPTR (69) (2,246) (2,315)
Due from Other TUNAS.........oiiiiiiii e (3,537) (460) (3,997)
Due from Other QOVEIMMENTS. ........uuuiiiiiiiiiie ettt e e - (25) (25)
Due from COMPONENT UNITS.......iiiiiiiiieeeiiiie et e e 300 - 300
Due from political SUDAIVISIONS...........ceviiiiiiiiiiiiiiiiiiir e - - -
Other CUITENT SSELS.....uuiiieieeiiiiie ettt et e e e e e s - (26) (26)
Accounts payable and accrued liabilities. ... (2,456) 281 (2,175)
Due 10 Other fUNAS........cooiiiiieiie e 97 15 112
Due to other governments... 5 7 12
UNEAIMNEA FEVEINUE. ...ttt ettt ettt e ettt e et et e e e e e s - 8) (8)
Other labIlItIES. ....eee e et e e e e aaeeen 487 1,178 1,665
Total AdJUSTMENTS. . ... 4,610 1,709 6,319
NET CASH PROVIDED BY OPERATING ACTIVITIES.......ccoiiiiiiiiiiceans $ 290 $ 3,241 $ 3,531
Decrease in fair value of investments during the fiscal year........................co.oee. $ - $ (492) $ (492)

There were no other material investing, capital or financing activities that did not result in cash receipts or cash payments during the
fiscal year.

Commonwealth of Pennsylvania 174 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



Pension (and Other
Employee Benefit) Trust

Longwood Gardens
Chester County

Commonwealth of Pennsylvania
WWW.pa.gov

175

Governor's Office of the Budget
www.budget.state.pa.us



PENSION (AND OTHER EMPLOYEE BENEFIT) TRUST FUNDS
DESCRIPTION

Pension (and other employee benefit) trust funds account for assets that are required to be held in
trust for the members and beneficiaries of defined benefit pension plans and other post
employment benefit plans and are held by the Commonwealth in a trustee capacity.

PENSION TRUST FUNDS

State Employees’ Retirement System (SERS) — a component unit organization reported as a Pension Trust Fund that administers
and provides retirement, disability, and death benefits to members of the SERS and their beneficiaries.

Deferred Compensation Fund — a pension trust fund administered by the SERS that collects and administers amounts contributed
by Commonwealth employees who defer a portion of their income until future years, in accordance with Internal Revenue Code
Section 457.

Public School Employees’ Retirement System (PSERS)-Pension — a component unit organization that administers and provides
pension benefits to public school employees in Pennsylvania.

OTHER EMPLOYEE BENEFIT TRUST FUNDS

Public School Employees’ Retirement System-Postemployment Healthcare — a component unit organization reported as an other
employee benefit trust fund that administers and provides retirement, disability, and death benefits to members of the PSERS and
their beneficiaries.

Other Postemployment Benefits Investment Pool — an other employee benefit trust fund that holds and invests amounts
contributed by the Commonwealth of Pennsylvania for the sole purpose of providing post retirement healthcare benefits to
retired employees and retired Pennsylvania State Police.

Commonwealth of Pennsylvania 176 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us



Commonwealth of Pennsylvania

Combining Statement of Fiduciary Net Assets
Pension (and Other Employee Benefit) Trust Funds

June 30, 2009

(Amounts in thousands)

ASSETS

Temporary investments..
Long-term investments .
Short-term funds.............occceeiieiiiiinns
Corporate obligations...............ccccceeeees
Collective trust funds...
Real estate..............
Alternative.................... .
Securities lending collateral...................
Asset-backed securities........................
Domestic equities........
International equities.................
International private debt securities.......
International public debt securities........
Mortgage-backed securities..................
Private placements...............
State and municipal obligations .
U.S. Treasury obligations......................
U.S. government agency debt securities.
Receivables, net:

ACCOUNTS....eeiiiiiiiieiie e

Accrued interest.....

Pension contributions...

Due from pension trust funds
Due from component units...... .
Due from political subdivisions..............
Due from other governments................
Depreciable capital assets:
Machinery and equipment.....
Less: accumulated depreciation. .
Net depreciable capital assets...............
TOTAL ASSETS.....eiiiiiiieeiieeeieeeenes
LIABILITIES
Liabilities:
Accounts payable and accrued liabilities.
Investment purchases payable..............
Securities lending obligations................
Due to other funds..............oooovviiiinnnnees
Due to pension trust funds....................
Other liabilities .
TOTAL LIABILITIES........oovviiiies
NET ASSETS:
Held in trust for:
Pension benefits...........................
Postemployment healthcare benefits..
Employee salary deferrals.................
TOTAL NET ASSETS....coeiiviiiieennen

Commonwealth of Pennsylvania
WWW.pa.gov

Pension (and Other Employee Benefit) Trust

Other
State Employees' Public School Employees* Postemployment
Retirement Deferred Retirement System Benefits
System Compensation Postemployment  Investment
(December 31, 2008) (December 31, 2008) Pension Healthcare Pool Total
$ - % 4,485 $ - % - % 79 % 4,564
- 11,949 - - 38,665 50,614
- 23,378 - - 88,383 111,761
1,311,861 57,842 5,204,418 194,311 - 6,768,432
842,393 178,219 2,727,317 - - 3,747,929
2,322,775 - 6,459,391 - - 8,782,166
2,442,613 - 3,699,353 - - 6,141,966
11,800,854 - 9,028,932 - - 20,829,786
679,634 30,233 1,591,720 - - 2,301,587
6,368 25,764 - - - 32,132
273,036 524,785 3,073,854 - - 3,871,675
1,780,126 69,956 6,879,794 - - 8,729,876
- - 573,258 - - 573,258
416,921 10,326 346,185 - - 773,432
74,847 405,249 3,740,617 - - 4,220,713
200,832 13,858 - - - 214,690
- 1,532 - - - 1,532
1,262,227 121,268 1,084,887 - - 2,468,382
30,361 71,238 331,618 - - 433,217
- - - - 34 34
66,297 - - - - 66,297
- 6,917 406,820 37,672 - 451,409
50,793 198 522,405 - - 573,396
6,009 142 368,269 6,890 - 381,310
2,265 - 4,152 - - 6,417
5,064 - 5,454 - - 10,518
3,617 - - - - 3,617
3,553 - - - - 3,553
- - - 3,339 - 3,339
- - 11,463 - - 11,463
- - (10,933) - - (10,933)
- - 530 - - 530
23,582,446 1,557,339 46,048,974 242,212 127,161 71,558,132
47,721 755 80,498 1,913 30 130,917
34,565 - 1,034,622 - - 1,069,187
704,347 30,233 1,591,720 - 38,767 2,365,067
- - 985 - - 985
- 116 5,999 - - 6,115
- 2,149 339,670 28,739 - 370,558
786,633 33,253 3,053,494 30,652 38,797 3,942,829
22,795,813 - 42,995,480 - - 65,791,293
- - - 211,560 88,364 299,924
- 1,524,086 - - - 1,524,086
$ 22,795,813  $ 1,524,086 $ 42,995,480 $ 211,560 $ 88,364 $ 67,615,303
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Commonwealth of Pennsylvania

Combining Statement of Changes in Fiduciary Net Assets

Pension (and Other Employee Benefit) Trust Funds
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands)

ADDITIONS:
Pension contributions:
EMPIOYET. ...
EMPIOYEE. ...ceiiiiiiiiiee e
Transfer in from other plans
Total contributions...........cccceviiiiiiiiiii e,

Investment income:
Net depreciation in
fair value of investments..
Interest income
Dividend income
Rental and other income. .
Total investment activity iNCOMe............oocvvvieeieiiiiiiiiiieeeeene
Less: investment expenses
Investment activity EXPENSE.........uuvveiiiiiieiieeiaeiiiiieee e
Net INVESTMENT BAIMINGS. ......uuuuiiiiiiiiie e

Securities lending activities:
Income
Expenses...
Total securities lending income (loss)
Total net investment income....
TOTAL ADDITIONS.......ccevvvviiannns

DEDUCTIONS:
Benefit payments
Refunds of contributions..
Transfers to other plans
Administrative expenses..
Other expenses

TOTAL DEDUCTIONS. ..ottt

CHANGE IN PLAN NET ASSETS HELD IN TRUST FOR:
Pension benefits
Postemployment healthcare benefits..
Employee salary deferrals............ccooooeiiiiiiiiiiiiiiiii s

TOTAL CHANGE IN PLAN NET ASSETS HELD IN TRUST

Net assets, July 1, 2008
Net assets, June 30, 2009...

Commonwealth of Pennsylvania
WWW.pa.gov

Pension (and Other Employee Benefit) Trust

State Employees’

Public School Employees’

Other

Postemployment

Retirement Deferred Retirement System Benefits
System Compensation Postemployment  Investment
(December 31, 2008) (December 31, 2008) Pension Healthcare Pool Total
235,288 % -8 515,889 $ 124,049 $ -8 875,226
336,833 128,750 911,118 178,801 - 1,555,502
- 18,423 - - - 18,423
572,121 147,173 1,427,007 302,850 - 2,449,151
(11,357,253) (372,262) (17,007,821) (363) (25,347) (28,763,046)
342,163 32,042 642,168 3,797 - 1,020,170
154,779 - 500,001 - 3,138 657,918
115,492 - 168,291 - 111 283,894
(10,744,819) (340,220) (15,697,361) 3,434 (22,098) (26,801,064)
(310,454) (1,637) (477,520) (45) (218) (789,874)
(11,055,273) (341,857) (16,174,881) 3,389 (22,316) (27,590,938)
41,319 - 55,574 - - 96,893
(47,253) - (82,394) - - (129,647)
(5,934) - (26,820) - - (32,754)
(11,061,207) (341,857) (16,201,701) 3,389 (22,316) (27,623,692)
(10,489,086) (194,684) (14,774,694) 306,239 (22,316) (25,174,541)
2,195,206 48,290 4,639,297 264,241 - 7,147,034
9,373 - 20,369 - - 29,742
- 74,625 7,947 - - 82,572
26,720 234 35,639 15,636 30 78,259
- 2,337 - - 90 2,427
2,231,299 125,486 4,703,252 279,877 120 7,340,034
(12,720,385) - (19,477,946) - - (32,198,331)
- - - 26,362 (22,436) 3,926
- (320,170) - - - (320,170)
(12,720,385) (320,170) (19,477,946) 26,362 (22,436) (32,514,575)
35,516,198 1,844,256 62,473,426 185,198 110,800 100,129,878
22,795,813  $ 1,524,086 $ 42,995,480 $ 211,560 $ 88,364  $ 67,615,303
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AGENCY FUNDS
DESCRIPTION

Agency funds account for assets held by the Commonwealth as an agent for individuals, private
organizations, or other governmental units.

AGENCY FUNDS

Statutory Liquidator Fund — to convert the remaining assets of insolvent insurance companies to cash for remittance to creditors,
policyholders, and stockholders in accordance with the order of distribution established in Article V of the Pennsylvania Insurance
Department Act of 1921 and on a court approved percentage of claim basis. Although not yet determined, the actual amounts to
be paid based on the amount of the remaining assets are expected to be less than the amounts actually claimed by creditors,
policyholders, and stockholders.

Medical Care Availability and Reduction of Error Fund — to collect surcharges from health care providers and remit payments
for judgments, awards, or settlements in medical malpractice claims which exceed basic limits of coverage provided in
professional liability insurance policies. Succeeded the Medical Professional Liability Catastrophe Loss Fund effective October 1,
2002.

Allegheny Regional Asset District Sales and Use Tax Fund — to collect an additional 1% sales tax remitted by Allegheny County
business entities to the Department of Revenue, as established per Act 1993-77. On a monthly basis, the Treasury Department
distributes the fund balance to qualified County entities in accordance with the requirements of the Act.

Underground Storage Tank Indemnification Fund — to collect assessments and remit claim payments to owners and operators of
underground storage tanks who incur a liability for taking corrective action, for bodily injury or for property damage caused by a
release from underground storage tanks.

Municipal Pension Aid Fund — to collect a two percent premium tax received from foreign (out-of-state) casualty insurance
companies conducting business in the Commonwealth, which are remitted to municipalities to help defray municipal police and
fire pension fund costs.

Fire Insurance Tax Fund — to collect a two-percent premium tax received from foreign (out-of-state) fire insurance companies
conducting business in the Commonwealth, which are remitted to local governments. The municipalities must pay these monies
to the relief, pension, or retirement fund of their recognized fire fighting organization.

Agency Custodial Accounts — to account for the assets of patients, residents, inmates and other non-Commonwealth funds for
which the Commonwealth is the account custodian.

Other — to collect and administer funds from various sources for distribution to other state and local governments or the Federal
Government. This other category is an aggregation of five individual agency funds.

Pennsylvania Life and Health Insurance Guaranty Association and Pennsylvania Property and Casualty Insurance Guaranty
Association — are component unit organizations which protect policy owners, insured persons/organizations and others from
losses due to potential insurer failure due to the impairment or insolvency of member insurance carriers.

There are a total of fourteen individual agency funds.
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Commonwealth of Pennsylvania

Combining Statement of Fiduciary Assets and Liabilities
Agency Funds

June 30, 2009

(Amounts in thousands) Allegheny PA Life and Health PA Property and
Medical Regional Asset Underground Insurance Casualty Insurance
Care Availability  District Storage Fire Agency Guaranty Guaranty Total
Statutory & Reduction Sales and Tank Municipal Insurance Custodial Association Association Agency
Ligquidator of Error Use Tax Indemnification Pension Aid Tax Accounts Other (December 31, 2008) (December 31, 2008) Funds
ASSETS
Cash.....ccccviiiiiiiii $ - $ 1,203 $ 326 $ 1,487 $ 2 % 1 $ 12,193 254 % 4,101 % -0 % 19,567
Cash with fiscal agents..............cccceeeeees 30,318 - - - - - - - - - 30,318
Temporary investments.............ccoeevveunns 120,928 230,952 12,701 44,554 212,278 78,764 18,933 30,974 301,604 99,028 1,150,716
Long-term investments.........cccccceeeeeeeenen. 2,874,083 - - 78,420 - - - - - - 2,952,503
Receivables, net:
- - 11,694 - - - - 15,303 - - 26,997
107,902 - - - - - 4,089 - - - 111,991
- 41 - 592 - - - - - - 633
- - - 160 - - - - - - 160
- - - 344 - - - - - - 344
- - - - - - - - - 206,100 206,100
- - - 67,500 - - - - - - 67,500
2,759,088 - - - - - 1,067 - - 120 2,760,275
$ 5,892,319 $ 232,196 $ 24721 $ 193,057 $ 212280 $ 78,765 $ 36,282 46,531 % 305,705 _$ 305,248 $ 7,327,104
LIABILITIES
Accounts payable and accrued liabilities....  $ - $ 3,565 $ 58 $ 24,869 $ - % - $ 10,551 123 $ - % -8 39,166
Investment purchases payable................. - - - 556 - - - - - - 556
Securities lending obligations................... 12,234 19,191 - 14,336 - - - 525 - - 46,286
Due to political subdivisions..................... - - 24,663 54 212,280 78,765 - 43,059 - - 358,821
Due to other governments.. - 11 - 198 - - - - - - 209
Self insurance liabilities - 390 - 58 - - - - - - 448
Other postemployment benefit obligation - 257 - 41 - - - - - - 298
Other liabilities..........ccvvveeiiiiiiriieneins 5,880,085 208,782 - 152,945 - - 25,731 2,824 305,705 305,248 6,881,320
TOTAL LIABILITIES.....coeiiiiiiiieeeene $ 5,892,319 $ 232,196 $ 24721 $ 193,057 $ 212280 $ 78,765 $ 36,282 46,531 % 305,705 _$ 305,248 $ 7,327,104




Commonwealth of Pennsylvania

Combining Statement of Changes in Fiduciary Assets and Liabilities
Agency Funds

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Balance Balance
July 1, 2008 Additions Deductions  June 30, 2009

STATUTORY LIQUIDATOR FUND

ASSETS
Cash with fiscal agents............ccccccveeeeieinnnii, $ 38,270 $ 96,968 $ 104,920 $ 30,318
Temporary investments.........cccoevveeeeinieineennnnn. 96,084 64,805 39,961 120,928
Long-term investments.........ccccevvveeiiineinnenn. 2,760,788 1,983,198 1,869,903 2,874,083
Receivables, net:
ACCOUNTS. ..eiiie et 173,495 33,991 99,584 107,902
Accrued iNterest........oooeuivieiieiieeieee e 13 - 13 -
Other @SSetS......oiiuuiiiiiieiieee e 2,486,553 277,941 5,406 2,759,088
TOTAL ASSETS ..o, $ 5,555,203 $ 2,456,903 $ 2,119,787 $ 5,892,319
LIABILITIES
Securities lending obligations.......................... $ 18,598 $ 12,234 % 18,598 $ 12,234
Other liabilities. .......ccuveiiiii e 5,536,605 5,880,086 5,536,606 5,880,085
TOTAL LIABILITIES ..., $ 5,555,203 $ 5,892,320 $ 5,555,204 $ 5,892,319

MEDICAL CARE AVAILABILITY AND
REDUCTION OF ERROR FUND

ASSETS
Cash. ..., $ 1,759 $ 1,276,021 $ 1,276,577 $ 1,203
Temporary investments.........cooovvvvieeneeineennnnn. 183,885 292,122 245,055 230,952
Receivables, net:
ACCOUNTS. ...t e - 48 48 -
Accrued iINterest......cooevvveiiiiiiiiiei e - 41 - 41
TOTAL ASSETS ..., $ 185644 $ 1,568,232 $ 1,521,680 $ 232,196
LIABILITIES
Accounts payable and accrued liabilities........... $ 1918 $ 552,540 $ 550,893 $ 3,565
Securities lending obligations..................c.cc.... 39,414 19,191 39,414 19,191
Due to other funds........ccoccovviiiiiiiiiiice, - 26 26 -
Due to political subdivisions.............c...ccceeuueenn. - 26 26 -
Due to other governments.........c..ccovvvvenneennne. 11 24 24 11
Self insurance liabilities.............ccooceviiiiiennnen. 337 390 337 390
Other postemployment benefit obligations........ - 288 31 257
Other liabilities. .......ccuiveeiiiiiiii e 143,964 65,832 1,014 208,782
TOTAL LIABILITIES ..., $ 185644 $ 638,317 $ 591,765 $ 232,196

ALLEGHENY REGIONAL ASSET DISTRICT
SALES AND USE TAX FUND

ASSETS
Cash. ..., $ 81 $ 675203 $ 674958 $ 326
Temporary investments.........ccooeeevveeineenneennnnn. 15,122 157,655 160,076 12,701
Receivables, net:
TAXES. ettt 12,851 11,695 12,852 11,694
Accrued INterest......cooeveeiviieiieieeiee e 43 - 43 -
TOTAL ASSETS ..o, $ 28,097 $ 844553 $ 847,929 $ 24,721
LIABILITIES
Accounts payable and accrued liabilities........... $ 247  $ 15,811  $ 16,000 $ 58
Securities lending obligations..................ccceuu.. 1,543 - 1,543 -
Due to political subdivisions.............c...cceeuuneen. 26,307 11,694 13,338 24,663
TOTAL LIABILITIES ..., $ 28,097 $ 27,505 $ 30,881 $ 24,721
(continued)
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Commonwealth of Pennsylvania

Combining Statement of Changes in Fiduciary Assets and Liabilities
Agency Funds (continued)

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Balance Balance
July 1, 2008 Additions Deductions  June 30, 2009

UNDERGROUND STORAGE TANK
INDEMNIFICATION FUND

ASSETS

Cash. ..., $ 3,213 $ 695605 $ 697,331 $ 1,487
Temporary investments.........cooeevvveeenieineennnen. 68,902 149,204 173,552 44,554
Long-term investments.........ccocevvvveeniincinnnn. 84,441 57,833 63,854 78,420

Receivables, net:
ACCOUNTS.....uiiiiiici e - 3 3 -
Accrued iNterest.........ooeuiiieiieiieeiee e 615 552 575 592
LOANS. .. e 554 424 818 160
Investment sale proceeds...........ccceevvevneennnnn. 289 632 577 344
Advances to other funds............ccoeeveeeeiiieeaennn. 70,500 5,000 8,000 67,500
TOTAL ASSETS ..o, $ 228514 $ 909,253 $ 944,710 $ 193,057

LIABILITIES

Accounts payable and accrued liabilities........... $ 25,614 $ 235805 $ 236,550 $ 24,869
Investment purchases payable........................ 1,342 1,898 2,684 556
Securities lending obligations..................ccce.... 28,337 14,366 28,367 14,336
Due to other funds..........coeiiiiiiiiiiiieen, - 10 10 -
Due to political subdivisions.............c...cceeuuneen. - 499 445 54
Due to other governments.............ccovvvvvnneennne. 216 205 223 198
Self insurance liabilities..............ccooeeeiiieniennn. 52 58 52 58
Other postemployment benefit obligations........ - 46 5 41
Other liabilities. ........c.oveeviiiiiiiieee 172,953 22,926 42,934 152,945
TOTAL LIABILITIES ..., $ 228514 $ 275813 $ 311,270 $ 193,057

MUNICIPAL PENSION AID FUND

ASSETS
CaSh. e $ - $ 1,036,341 $ 1,036,339 $ 2
Temporary investments.........coooeeeveeenieineennnnn. 235,100 220,009 242,831 212,278
Receivables, net:
Accrued iNterest........oooeivieiieiiiee e 1,359 - 1,359 -
TOTAL ASSETS ..o, $ 236,459 $ 1,256,350 $ 1,280,529 $ 212,280
LIABILITIES
Accounts payable and accrued liabilities........... $ - 3% 769 % 769 $ -
Securities lending obligations...............c.c.ceeun.. 23,996 - 23,996 -
Due to political subdivisions...............ccccevunneen. 212,463 - 183 212,280
TOTAL LIABILITIES ..o $ 236,459 $ 769 $ 24,948 $ 212,280

FIRE INSURANCE TAX FUND

ASSETS
Cash. ..o $ - $ 380,708 $ 380,707 $ 1
Temporary investments.........ccoooevevveevieeneennnnn. 96,553 78,547 96,336 78,764
Receivables, net:
Accrued INterest.......cccovveiiiiiiiieieeeeeeeeas 348 - 348 -
TOTAL ASSETS ..o $ 96,901 $ 459,255 $ 477,391 % 78,765
LIABILITIES
Securities lending obligations............cc..ccceeee. $ 9,855 % - $ 9,855 % -
Due to political subdivisions.............c...cceeuuneen. 87,046 - 8,281 78,765
TOTAL LIABILITIES ..o, $ 96,901 $ - $ 18,136 $ 78,765
(continued)
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Commonwealth of Pennsylvania

Combining Statement of Changes in Fiduciary Assets and Liabilities
Agency Funds (continued)

For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Balance Balance
July 1, 2008 Additions Deductions  June 30, 2009

AGENCY CUSTODIAL ACCOUNTS

ASSETS
Cash. ..o $ 11,634 % 3,160 % 2601 $ 12,193
Temporary investments.........coooevvvveivieineennnen. 18,264 6,362 5,693 18,933
Receivables, net:
ACCOUNTS. ...cuiiii e 3,451 952 314 4,089
Other assets.......ooeiviiiii e, 884 407 224 1,067
TOTAL ASSETS ..o $ 34,233 % 10,881 $ 8,832 $ 36,282
LIABILITIES
Accounts payable and accrued liabilities........... $ 10,843 $ 37 $ 329 % 10,551
Other liabilities........cocooiiiien 23,390 10,549 8,208 25,731
TOTAL LIABILITIES ..o $ 34,233 % 10,586 $ 8537 $ 36,282

OTHER FUNDS

ASSETS
CaSh. e $ 143 $ 3,389,926 $ 3,389,815 $ 254
Temporary investments.........cccoeveevveeneeineennnnn. 33,207 470,865 473,098 30,974
Receivables, net:
LI G TP 15,997 15,364 16,058 15,303
Accrued INterest........oooeuivieiiiiiiiiinceee e 78 3 81 -
TOTAL ASSETS ..o, $ 49,425 $ 3,876,158 $ 3,879,052 $ 46,531
LIABILITIES
Accounts payable and accrued liabilities........... $ 75 % 1,119,759 $ 1,119,711 3 123
Securities lending obligations.................cccceuu.. 3,792 525 3,792 525
Due to other funds..........ccoeiiiiiiiiiiieen, - 322 322 -
Due to political subdivisions.............c...ccevuunenn. 42,725 56,923 56,589 43,059
Other liabilities. .......ccuveeiiiiiii e 2,833 - 9 2,824
TOTAL LIABILITIES ..o $ 49,425 $ 1,177,529 $ 1,180,423 $ 46,531

PENNSYLVANIA LIFE AND HEALTH
INSURANCE GUARANTY ASSOCIATION*

ASSETS

Cash. ..., $ 2,790 $ 12,793  $ 11,482 % 4,101
Temporary investments.........cocoevvvvieeneeineennnnn. 297,610 43,494 39,500 301,604
TOTAL ASSETS ..o, $ 300,400 $ 56,287 $ 50,982 $ 305,705

LIABILITIES
Other liabilities. ... $ 300,400 $ 5305 $ - 8 305,705
TOTAL LIABILITIES ..., $ 300,400 $ 5305 $ - 8 305,705
*-Amounts are presented on a calendar year basis. (continued)
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Commonwealth of Pennsylvania
Combining Statement of Changes in Fiduciary Assets and Liabilities
Agency Funds (continued)

For the Fiscal Year Ended June 30, 2009
(Amounts in thousands)

Balance Balance

July 1, 2008 Additions Deductions  June 30, 2009
PENNSYLVANIA PROPERTY AND CASUALTY
INSURANCE GUARANTY ASSOCIATION(1)
ASSETS
Cash. ..., $ 13,603 % 89,963 $ 103,566 $ -
Temporary investments.........ccooevevveeinieineennnnn. 79,113 97,490 77,575 99,028
Receivables, net:
Other. e 183,970 77,575 55,445 206,100
Other @SSetS......iiuuiiiiieeieee et 127 - 7 120
TOTAL ASSETS ..o, $ 276813 $ 265,028 $ 236,593 $ 305,248
LIABILITIES
Other liabilities. ........c.oveiuiiiiee $ 276,813 $ 70,736 $ 42,301 $ 305,248
TOTAL LIABILITIES ..., $ 276,813 % 70,736 $ 42,301 $ 305,248
TOTAL — AGENCY FUNDS(2)
ASSETS
Cash. ..., $ 33,223 $ 7,559,720 $ 7,573,376 $ 19,567
Cash with fiscal agents...........cccccoveiviiiiiinennnns 38,270 96,968 104,920 30,318
Temporary investments.........ccovvevevineerneennnnn. 1,123,840 1,580,553 1,553,677 1,150,716
Long-term investments.........ccocvveveeviineennenn. 2,845,229 2,041,031 1,933,757 2,952,503
Receivables, net:
TAXES. ettt 28,848 27,059 28,910 26,997
ACCOUNTS. et 176,946 34,994 99,949 111,991
Accrued iNterest.........ovvveiiiiiiiiiieeee e 2,456 596 2,419 633
LO@NS. et 554 424 818 160
Investment sale proceeds...........ccceveevveeennnns 289 632 577 344
(0] 401 TP 183,970 77,575 55,445 206,100
Advances to other funds............ccoceviiiiiinnnennnn. 70,500 5,000 8,000 67,500
Other assetS.......ccuuiviiiiiiiiiieiie e 2,487,564 278,348 5,637 2,760,275
TOTAL ASSETS ..o $ 6,991,689 $11,702,900 $11,367,485 $ 7,327,104
LIABILITIES
Accounts payable and accrued liabilities........... $ 38,697 $ 1,924,721 $ 1,924,252 $ 39,166
Investment purchases payable........................ 1,342 1,898 2,684 556
Securities lending obligations...............c.ccceeuu.. 125,535 46,316 125,565 46,286
Due to other funds..........ccoeiiiiiiiiiiieee, - 358 358 -
Due to political subdivisions.............c..cccevunnenn. 368,541 69,142 78,862 358,821
Due to other governments.........c..ccovvvveneennne. 227 229 247 209
Self insurance liabilities.............cccooeeiiiinennnn. 389 448 389 448
Other postemployment benefit obligations........ - 334 36 298
Other liabilities.........ccuuiiieiiiiieiee e, 6,456,958 6,055,434 5,631,072 6,881,320
TOTAL LIABILITIES ..., $ 6,991,689 $ 8,098,880 $ 7,763,465 $ 7,327,104

(1)-Amounts are presented on a calendar year basis.
(2)-Totals include balances for the Pennsylvania Life and Health Insurance Guaranty Association and the Pennsylvania
Property and Casualty Insurance Guaranty Association, which are presented on a calendar year basis.
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NONMAJOR DISCRETELY PRESENTED COMPONENT UNITS
DESCRIPTION

Component units are legally separate organizations for which the elected officials of the
primary government are financially accountable, or other organizations for which the nature
and significance of the relationship with the primary government are such that exclusion would
cause the reporting entity’s financial statements to be misleading.

State Public School Building Authority (SPSBA) — issues limited obligation revenue bonds, the proceeds of which are used
to finance the construction of facilities for school districts. These bonds are repaid solely from lease/loan payments from
the schools.

Philadelphia Shipyard Development Corporation (PSDC) — assists the primary government (PG) and other governmental
entities in financing a shipbuilding facility at the former Philadelphia Naval Shipyard. For the purposes of this report, the
PSDC has a December 31, 2008 fiscal year end.

Ben Franklin Technology Development Authority (BFTDA) — promotes economic development through interaction of
technology development, modernization and training programs. Industrial resource centers and technology centers,
established through the BFTDA, also increase Pennsylvania business competitiveness.

Insurance Fraud Prevention Authority (IFPA) — assists in the prevention, discovery, investigation, and prosecution of
insurance fraud. The IFPA is funded through assessments paid by the insurance industry and through certain criminal and
civil fines, penalties, and awards.

Pennsylvania Higher Educational Facilities Authority (PHEFA) — issues limited obligation revenue bonds, the proceeds of
which are used to finance the construction of facilities for public/private colleges and universities. These bonds are repaid
solely from lease/loan payments from the colleges and universities.

Patient Safety Trust Authority (PSTA) — takes steps to reduce and eliminate medical errors by identifying problems and
recommending solutions that promote patient safety in hospitals, ambulatory surgical facilities, and birthing centers.

Port of Pittsburgh Commission (PPC) — promotes economic development throughout waterways in southwestern
Pennsylvania by constructing and/or financing transportation and recreation facilities.

Pennsylvania Industrial Development Authority (PIDA) — collaborates with local industrial development corporations to
make loans that help preserve or expand the work force, assist targeted economic areas, or assist specific companies.

Philadelphia Regional Port Authority (PRPA) — operates a port facility and manages port-related activities to promote
commerce and economic development in southeastern Pennsylvania.

Commonwealth Financing Authority (CFA) — administers and funds economic stimulus programs.

Thaddeus Stevens College of Technology (College) — presents a financial burden to the PG, as the PG appropriates monies
for College operations. The College was financially reported as part of the PG through and including the fiscal year ended
June 30, 2003; legislation effective July 1, 2003 made the College a legally separate entity.

There are a total of twenty-two component units; sixteen are discretely presented. The State Employees’ Retirement
System (SERS) and Public School Employees’ Retirement System (PSERS) are reported as Pension Trust Funds in the
Statement of Fiduciary Net Assets, while the Pennsylvania Life and Health Insurance Guaranty Association (PLHIGA) and
Pennsylvania Property and Casualty Insurance Guaranty Association (PPCIGA) are reported as Agency Funds. The
Pennsylvania Turnpike Commission (PTC), Pennsylvania Housing Finance Agency (PHFA), Pennsylvania Higher Education
Assistance Agency (PHEAA), Pennsylvania Infrastructure Investment Authority (PENNVEST), and State System of Higher
Education (SSHE) are reported as major component units. The Pennsylvania Economic Development Financing Authority
(PEDFA) and Pennsylvania Energy Development Authority (PEDA) are not reported because their only activities involve
conduit debt.
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Commonwealth of Pennsylvania
Combining Statement of Net Assets
Nonmajor Discretely Presented Component Units
June 30, 2009

(Amounts in thousands) Philadelphia Pennsylvania
State Public Shipyard Ben Franklin Insurance Higher
School Development Technology Fraud Educational
Building Corporation Development Prevention Facilities
Authority (December 31, 2008) Authority Authority Authority
ASSETS
Current assets:
CASN. .t $ - 3% 4,037 $ -0 % 4939 $ -
Temporary investments. 9,705 - 45,234 - -
Receivables:
32 - - 24 25
94 - 5 - -
1,070 - 270 - -
Due from primary government - - - - -
Due from Federal government............cceevveeiiieiiiiiiineeennennnnn. - - 344 - -
Due from other governments - - - - -
Inventory........ccccvvveennnennes - - - - -
Prepaid and deferred expenses.. . - 24 - 9 -
Other assets - - - 3 -
Total CUIrreNt ASSELS .....cevniieeiieei e 10,901 4,061 45,853 4,975 25
Noncurrent assets:
Long-term investments 17,680 - - - -

Receivables (net):
(0 =T o TR 1,927 20,703 34,866 - -

Non-depreciable capital assets:
Land... - 161 - - -
Construction in progress... - - - - -

Depreciable capital assets:

Buildings and building improvements... - - - - -
Machinery and equipment............. 374 80 -
Library books.....
Other capital assets................
Less: accumulated depreciation...
Net depreciable capital assets

Other assets...........cccvvveeee - - - - -
Total noncurrent assets . 19,689 20,867 34,866 35 -

TOTAL ASSETS.. .o 30,590 24,928 80,719 5,010 25

LIABILITIES
Current liabilities:

Accounts payable and accrued liabilities.............ccccccceeeeeenn. 194 8 4,367 476 25

Securities lending obligations - - 5,409 - -

Due to primary government

Due to other governments - - - - -

Interest payable - - - - -

Unearned revenue - - - - -

Notes payable - - - - -

Revenue bonds payable

Compensated absences

Other liabilities.............cccooii 73 -
Total current liabilities.............cccceiiiiiiiiiniii e 300 8 9,776 476 25

Non-current liabilities:

Notes payable..........ccccoiiiiiiiiiiiiiiii - 20,703 - - -

Revenue bond payable..............ooooiiiiiiiiiiiiieeees - - - - -

Compensated absences 35 - - - -

Other postemployment benefit obligations -

Other liabilities...........ocooviiiiiiiiii 683 -
Total non-current liabilities 718 20,703 -
TOTAL LIABILITIES..... 1,018 20,711 9,776 476 25

NET ASSETS
Invested in capital assets, net of related debt...................... 82 161 - 35 -
Restricted for:
Smoking cessation and other health-related programs........ - - - - -
Capital projects
Debt service............ - - -
Economic development..........ccoouuuiiiiiiiiieiiiiiii e, - 4,056 70,943 - -
Higher Education - - - - -
Other purposes..

Unrestricted/(Deficit).... - - - -

TOTAL NET ASSETS.....coiiiiiiiiiiiiiiii s $ 29,572 $ 4,217 $ 70,943  $ 4534 % -

w
'

(292—) - - (45-) -
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Patient Pennsylvania Philadelphia Thaddeus
Safety Port of Industrial Regional Commonwealth Stevens
Trust Pittsburgh Development Port Financing College of
Authority Commission Authority Authority Authority Technology Total

- - $ 1,396 40,257  $ 466,995 $ 3,749 % 521,373
2,109 4,651 180,282 - - - 241,981
- 38 - 634 - 176 929

- 8 1,899 - 531 - 2,537

- 56 49,717 - 8,092 - 59,205

- - 3,786 672 - - 4,458

- - - 16 - 538 554
2,895 - - - - - 2,895
- - - - - - 344

- - - 48 - - 48

- - - - - 631 631

- 4 - 1,199 - 55 1,291

- - - - 8,283 - 8,286
5,004 4,757 237,080 42,826 483,901 5,149 844,532
- - 13,500 - - 233 31,413

- 95 420,281 - 239,788 - 717,660

- - 1,427 - - - 1,427

- - - 40,193 - - 40,354

- - - 52,747 - - 52,747

- - - 161,135 - 911 162,046

- 2,149 - 38,916 - 3,874 45,393

- - - - - 507 507

- - - - - 337 340
- (831) - (114,471) - (3,728) (119,367)

- 1,318 - 85,580 - 1,901 88,919

- - 3,489 11,176 - 366 15,031

- 1,413 438,697 189,696 239,788 2,500 947,551
5,004 6,170 675,777 232,522 723,689 7,649 1,792,083
1,075 56 3,575 8,136 - 1,420 19,332
340 - - - - - 5,749
18 4 - 27 442 - 491

2 - - - - - 2

- - 10,409 - 3,415 - 13,824

- - - 24,946 - 107 25,053

- - - 393 - - 393

- - 22,500 2,745 26,645 - 51,890

- - - 89 - 312 434

- - - 8 - 355 436
1,435 60 36,484 36,344 30,502 2,194 117,604
- - - 1,627 - - 22,330

- 2,000 377,511 38,460 773,952 - 1,191,923

- 49 - 649 - 1,491 2,224

- - - 1,123 - - 1,123

- - - 265 - 202 1,150

- 2,049 377,511 42,124 773,952 1,693 1,218,750
1,435 2,109 413,995 78,468 804,454 3,887 1,336,354
- (706) - 146,652 - 1,901 148,125
3,569 - - - - - 3,569
- - - 792 - - 792

- - - 4,345 - - 4,345

- 4,767 - 2,210 - - 81,976

- - - - - 1,861 1,861

- - - 55 - - 34,044

- - 261,782 - (80,765) - 181,017
3,569 4,061  $ 261,782 154,054  $ (80,765) $ 3,762 $ 455,729
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Commonwealth of Pennsylvania
Combining Statement of Activities
Nonmajor Discretely Presented Component Units
For the Fiscal Year Ended June 30, 2009

(Amounts in thousands) Philadelphia Pennsylvania
State Public Shipyard Ben Franklin Insurance Higher
School Development Technology Fraud Educational
Building Corporation Development Prevention Facilities
Authority (December 31, 2008) Authority Authority Authority
EXPENSES. .ttt $ 2543 % 596 $ 49,224 % 10,607 $ 1,251
Program revenues:
Charges for goods and Services...........cccceveeeeenn. 1,331 - 444 11,215 1,251
Operating grants and contributions..................... 439 96 47,898 (259) -
Capital grants and contributions..............c....uu.... - - - - -
Total program revenues...........ccceeeveeeennennn. 1,770 96 48,342 10,956 1,251
Net (EXPENSE) rEVENUE........ccvvveevneeennaeannns (773) (500) (882) 349 -
Change in net assets.........ccceeeeveeiiieennennn, (773) (500) (882) 349 -
Net assets, July 1, 2008 (restated).............. 30,345 4,717 71,825 4,185 -
Net assets, June 30, 2009.........ccccceeeevvnnreeenn, $ 29,572 $ 4,217 $ 70,943 $ 4534 % -
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Patient Pennsylvania Philadelphia Thaddeus

Safety Port of Industrial Regional Commonwealth Stevens
Trust Pittsburgh Development Port Financing College of
Authority Commission Authority Authority Authority Technology Total
$ 4,461 $ 1,021 % 21,565 $ 28,659 $ 58,562 $ 16,335 $ 194,824
3,186 68 17,933 7,070 4,259 4,812 51,569
544 1,412 1,750 18,516 71,287 11,569 153,252
- - - 67,043 - - 67,043
3,730 1,480 19,683 92,629 75,546 16,381 271,864
(731) 459 (1,882) 63,970 16,984 46 77,040
(731) 459 (1,882) 63,970 16,984 46 77,040
4,300 3,602 263,664 90,084 (97,749) 3,716 378,689
$ 3,569 $ 4,061 $ 261,782 % 154,054 $ (80,765) $ 3,762 $ 455,729
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STATISTICAL SECTION June 30, 2009

Statistical Section Table of Contents

Financial Trends

These tables illustrate how the Commonwealth’s financial position has changed over time by providing
information on the Commonwealth’s net assets, changes in net assets, fund balance, and changes in
fund balance.

Table 1-Net AsSets bY COMPONENT.......oii ittt e et e e et eesabeeeestaeeesaasae naaeeeeassseeesnnsseeean 194

Table 2-Changes iN NET ASSEES ....uuiiiiiiiiieiiiiee et ee et e e ettt e e este e e e eateeeestbeeeesstaeeeeassaeeesssaeees sesasseeeeassseeesnnssenean 196

Table 3-Governmental Fund Type FUN BalanCes ........ccocuiiiiiiiiiiii ettt steee et e et e e eessasaee s 198

Table 4-Revenues by Source and Expenditures by Function-All Governmental Fund Types .......ccccceveeeeeeeicnnnne 199
Revenue Capacity

These tables contain information on the factors that affect the Commonwealth’s ability to generate its

own-source revenues. The Commonwealth's largest source of revenues is taxes. Information for the

three largest is contained within these tables. Personal income, sales, and corporation taxes account for

80% of all general revenues for the June 30, 20009 fiscal year (as disclosed in the Statement of Activities).

Table 5-Personal Income Tax-Personal INcome by INAUSTIY .....c.viiiiiiiiiiiiiie e 200

Table 6-Personal Income Tax-Personal Income Tax Filers and Liability by Income Level .........cccccooeevveeennnnennn. 201

Table 7-Sales Tax-Estimated Sales by Industry Classification of the Vendor..........cccccveeviiiiiiiiiiee e, 202

Table 8-Sales Tax-Sales Tax Remittances by Major Industry Classification ..........ccccccvveeeiiiiiienciiee e, 203

Table 9-Corporate Tax-Corporate Net INCOME TaX.....ccciuuieeeeeieiiiiireeeeeeeeesirereeeeeeeeeearreeeeeeeesssbaseseeeeesreeeeennsines 204

Table 10-Corporate Tax-Capital Stock/Foreign FranchiSe TaX......ouviiiceeiceeieeeeeiee ettt e e eeteeeeaee e e evee s 205
Debt Capacity

These tables contain information on the Commonwealth’s debt burden as well as information about the

Commonwealth’s ability to issue additional debt.

Table 11-Outstanding Debt and Outstanding Debt Ratios .......ccccuuviiiiieiiiiiieee e e 206

Table 12-Ratios of Net General Bonded Debt OUESTaNdiNg......cc..eiiiiiiiieeiiiie e e e e 207

Table 13-Computation of Legal Debt IMargin ........coocuiiiieiiiie ettt e e e e e et e e e et br e e e e areee s 208
Demographic and Economic Information

These tables contain information on the socioeconomic environment in which the Commonwealth

operates.

Table 14-Employment by Nonfarm Related INAUSLIY ....cocuiiiiiiiiiee et e 209

Table 15-Population and Per Capita Personal INCOME ........uiiiiiiiiiiiiiiie ettt e e e e e e e e e e e e e e 210

Table 16-Employment INfOrmMatioN. ... e e e e e e st ae e e e e e e e e aneee seansraaeeeaeesanannes 210
Operating Information

These tables provide information about the Commonwealth’s operations and resources and assist in

relating financial statement information to the Commonwealth’s economic condition.

Table 17-Commonwealth Employees by FUNCLION @aNd AZENCY.....ciiiiiiieiiiiie ettt e 211

Table 18-Operating Indicators by FUNCLION @Nd AZENCY......oiiiiiiiieiiiiie et et e e s e e saaeee s 212

Table 19-Capital Asset Information by FUNCLION and AZENCY ......ciiiiuiiiiieiiiie et e 214
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Commonwealth of Pennsylvania
Financial Trends

Table 1

Net Assets by Component

For the Last Eight Fiscal Years As of June 30

(Accrual basis of accounting-amounts in thousands) (Restated)
2002 2003 2004 2005 2006 2007 2008 (4) 2009 (4)
GOVERNMENTAL ACTIVITIES (1)
Invested in capital assets, net of related debt..............c........ $14,806,435 16,106,064 $16,944,913 $18,258,125 $19,068,573 $20,015,677 $21,482,118 $22,821,832
Restricted for:
Smoking cessation and other health-related programs (2)... N/A N/A N/A 1,215,291 1,320,703 1,454,502 1,410,932 1,291,318
TranspPOrtation...........ceeeeiiieiiiiee e 605,606 553,212 775,900 990,743 1,578,753 1,266,928 1,520,801 1,342,189
(07T o)1 r=1 I 010 (=103 TR 3,937 301,628 245,926 173,790 196,301 213,556 - -
DEDL SBIVICE. . uuuieeeiiitiie e ettt e e e e - 32,685 61,029 83,885 8,118 20,474 27,458 16,834
Unemployment/worker's compensation...................ccceeeee... 141,678 48,847 - - 29,754 104,579 120,181 125,515
Elderly programs..........cuueeeieeiiieiiiieeeeeeeeeeieee e e 1,434 111,659 90,713 92,531 32,327 10,808 38,264 62,183
Environmental and conservation programs................c........ 480,182 445,350 430,071 420,600 435,976 473,210 457,726 529,274
Economic development (2)(3)..cccveeeeieieiieeieeeeeeeeeeee N/A N/A N/A N/A 18,171 16,217 22,530 23,576
Gaming licensing/regulation (2).........cccceeevuieeiiiieeeiiiieeeenn, N/A N/A N/A N/A 2,128 299,396 947,145 917,466
Correctional industries and procurement (2)........ccoeevvnennn.. N/A N/A N/A N/A 133,934 30,348 46,541 37,701
Emergency support (2) N/A N/A N/A N/A 56,543 60,917 58,063 57,324
Higher education (2)................. N/A N/A N/A N/A N/A N/A 7,023 8,985
Other purposes (2).......ccccue..... 384,027 1,003,117 1,366,072 303,409 82,770 87,077 88,580 58,842
uUnrestricted (defiCit).........oovvvriiiieiiiiiiiiii e, 1,312,334 (603,472) (228,981) (739,160) (372,089) 343,162 (648,689) (4,053,146)
TOTAL GOVERNMENTAL ACTIVITIES NET ASSETS... 17,735,633 17,999,090 19,685,643 20,799,214 22,591,962 24,396,851 25,578,673 23,239,893
BUSINESS-TYPE ACTIVITIES
Invested in capital assets, net of related debt....................... 30,426 42,421 45,927 46,567 82,694 56,010 72,668 78,561
Restricted for:
Smoking cessation and other health-related programs (2)... N/A N/A N/A - 4,814 2,413 1,942 1,059
TranSPOrtatioN.........uuueeeeeieieiiee e e 30,336 31,742 33,227 50,433 52,960 58,085 103,274 103,652
Unemployment/worker's compensation..................ueeeeennes 2,836,069 1,960,499 1,506,877 1,808,170 2,397,720 2,547,726 2,378,092 342,098
Elderly programs...........oouoeiiiiiiiiiii e 180,814 142,284 158,343 291,329 325,925 340,836 124,351 -
Economic development (2)(3) N/A N/A N/A N/A 212,792 288,246 299,924 283,012
Emergency support (2).......... N/A N/A N/A N/A 126,505 129,546 132,837 134,685
Other purposes (2).......ccccuee.... 422,971 361,993 403,527 450,961 152,629 165,168 126,799 76,573
Unrestricted (defiCit).......coouuieeiiiiiiii e, (26,005) (71,756) (47,849) (43,812) - - (73,973) (403,122)
TOTAL BUSINESS-TYPE ACTIVITIES NET ASSETS.... 3,474,611 2,467,183 2,100,052 2,603,648 3,356,039 3,588,030 3,165,914 616,518
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Commonwealth of Pennsylvania
Financial Trends

Table 1

Net Assets by Component

For the Last Eight Fiscal Years As of June 30

(Accrual basis of accounting-amounts in thousands) (Restated)
2002 2003 2004 2005 2006 2007 2008 (4) 2009 (4)
PRIMARY GOVERNMENT

Invested in capital assets, net of related debt....................... 14,836,861 16,148,485 16,990,840 18,304,692 19,151,267 20,071,687 21,554,786 22,900,393

Restricted for:
Smoking cessation and other health-related programs (2)... N/A N/A N/A 1,215,291 1,325,517 1,456,915 1,412,874 1,292,377
TransPOrtation.........cooouueeiiiii i 635,942 584,954 809,127 1,041,176 1,631,713 1,325,013 1,624,075 1,445,841
Capital ProJECES.....cuuueieeiieeiiiee e 3,937 301,628 245,926 173,790 196,301 213,556 - -
DD SBIVICE. ..uuueeeeeiieetee e et e e e e e e e e e e eeaaaas - 32,685 61,029 83,885 8,118 20,474 27,458 16,834
Unemployment/worker's compensation...............ccccceeeeeennes 2,977,747 2,009,346 1,506,877 1,808,170 2,427,474 2,652,305 2,498,273 467,613
Elderly programs............eeeeeeeeeeeeivieeeeeeeeeeninnnn 182,248 253,943 249,056 383,860 358,252 351,644 162,615 62,183
Environmental and conservation programs 480,182 445,350 430,071 420,600 435,976 473,210 457,726 529,274
Economic development (2)(3)....cccvveeeiiieeeeennnnnes N/A N/A N/A N/A 230,963 304,463 322,454 306,588
Gaming licensing/regulation (2).......ccceeeeeeeeieiiiiieeieeeeeeenns N/A N/A N/A N/A 2,128 299,396 947,145 917,466
Correctional industries and procurement (2)........ccccceeeuuee.e. N/A N/A N/A N/A 133,934 30,348 46,541 37,701
Emergency SUPPOI (2).....ccuuueeeeeiieeiiiieeeeeeeeeiiee e N/A N/A N/A N/A 183,048 190,463 190,900 192,009
Higher education (2).........cooeiiuiieiiiiieeiiceeeece e N/A N/A N/A N/A N/A N/A 7,023 8,985
Other purposes (2) 806,998 1,365,110 1,769,599 754,370 235,399 252,245 215,379 135,415
Unrestricted (deficit) 1,286,329 (675,228) (276,830) (782,972) (372,089) 343,162 (722,662) (4,456,268)
TOTAL PRIMARY GOVERNMENT NET ASSETS........... $21,210,244 $ 20,466,273 $21,785,695 $23,402,862 $25,948,001 $27,984,881 $28,744,587 $23,856,411

Source: Statement of Net Assets, as presented in the Commonwealth's Comprehensive Annual Financial Report (CAFR) for the applicable fiscal year.

Notes:

(1)-This schedule presents information beginning with the 2002 fiscal year, when the Commonwealth implemented GASB Statement 34.

(2)-Since implementation of GASB Statement 34, additional restricted net asset categories have been created to provide a more refined description of the restrictions. These restrictions were not applied
retroactively and are marked with N/A in the years prior to the creation of the new restricted net asset category. These new categories were created either for new funds or funds previously reported in the "Other
purposes” category. The "Gaming licensing/regulation” category was created for a new fund, the Gaming Fund, a governmental fund type, in the 2006 fiscal year. The most significant fund previously reported in
the "Other purposes" category that is now being reported in a new classification is the Tobacco Settlement Fund, a major governmental fund type, which beginning with the 2005 fiscal year is now being reported in
the "Smoking cessation and other health-related programs" category. Other notable funds being reported in new categories are the Internal Service funds-reported in the "Correctional industries and procurement”
category; Machinery and Equipment Loan Fund and Small Business First Fund (both Proprietary fund types)-reported in the "Economic development" category; the Volunteer Companies Loan Fund (a Proprietary
fund type)-reported in the "Emergency support" category; and the Educational Assistance Program Fund (a Special Revenue fund type)-reported in the "Higher education” category.

(3)-In previous CAFRs, this restricted net asset category was reported as "Economic stimulus”. To avoid confusion with any current or future federal economic stimulus grants, the category's name has been
changed to "Economic development"”.

(4)-In the June 30, 2009 CAFR, the beginning net assets balance for Governmental Activities was restated and decreased by $273,654 as of July 1, 2008. Therefore, the ending net assets balance (for both
Governmental and Total Primary Government Net Assets) shown in this table as of June 30, 2008 plus the change in net assets shown in Table 2 for the June 30, 2009 fiscal year will differ from the ending net
assets balance (for both Governmental and Total Primary Government Net Assets) shown in this table as of June 30, 2009. Note B in the Notes to the Financial Statements in the June 30, 2009 CAFR provides
additional details on this restatement.
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Commonwealth of Pennsylvania
Financial Trends

Table 2

Changes in Net Assets

For the Last Eight Fiscal Years Ended June 30

(Accrual basis of accounting-amounts in thousands) (Restated)
2002 2003 2004 2005 2006 2007 2008 2009

GOVERNMENTAL ACTIVITIES (1):
Expenses:

Direction and supportive services $ 1262359 $ 1,024071 $ 2,034883 $ 2,229,850 $ 2,162,552 $ 1,208,409 $ 1,479,962 $ 1,492,541

Protection of persons and property . 3,758,867 3,921,413 3,873,972 4,244,332 4,439,794 4,487,633 4,922,684 5,480,770
Public education................cceeen. 9,642,272 10,219,211 10,571,307 11,428,452 11,816,608 12,464,663 13,107,648 14,045,890
Health and human services. 18,893,434 20,454,323 21,750,153 24,166,791 24,139,762 24,264,933 25,215,388 26,615,566
Economic development.... . 1,416,557 1,455,272 1,340,015 1,314,636 1,409,506 1,738,172 1,720,992 1,614,214
Transportation...............cccceee. . 2,581,898 2,998,824 3,164,086 3,261,642 3,229,351 3,922,517 4,182,916 4,278,022
Recreation and cultural enrichment. 481,948 435,864 394,273 448,585 520,330 569,510 571,009 602,365
Interest..... 344,482 370,284 341,455 296,267 337,142 344,557 371,249 382,065
Total expenses.... 38,381,817 40,879,262 43,470,144 47,390,555 48,055,045 49,000,394 51,571,848 54,511,433
Program revenues:
Charges for sales and services:
Direction and supportive services 393,856 347,910 1,097,730 1,377,293 991,541 143,290 143,933 74,320
Protection of persons and property .. 373,329 627,529 925,502 831,785 1,080,708 1,309,256 1,214,038 1,083,889
Public education....................... 6,043 - 3,514 1,702 13,161 14,793 17,641 15,756
Health and human services.. . 2,095,669 2,049,640 1,297,338 2,871,487 1,913,377 1,730,965 1,800,212 1,559,638
Economic development..... . 145,119 142,914 1,011 11,028 16,373 12,277 11,379 15,553
Transportation................cceeeeees . 956,406 914,129 1,008,886 1,029,406 949,533 952,866 945,536 944,486
Recreation and cultural enrichmen 188,829 143,221 138,750 153,641 166,750 162,168 162,013 312,287
Operating grants and contributions.. 13,122,608 14,574,283 16,556,717 16,773,012 16,532,924 17,229,000 17,936,693 20,370,216
Capital grants and contributions... . 125,502 136,140 30,473 14,944 55,761 23,495 4,610 47,320
Total Program FEVENUES. ........uiaaaeeae e e e e e e e e e e e e e e e aaaaaes 17,407,361 18,935,766 21,059,921 23,064,298 21,720,128 21,578,110 22,236,055 24,423,465
Total governmental activities net program revenues/(expenses)............. (20,974,456) (21,943,496) (22,410,223) (24,326,257) (26,334,917) (27,422,284) (29,335,793) (30,087,968)
General revenues and other changes in net assets:
General revenues:
Taxes:
Personal INCOME. .......cooiiiiiiiiiii e 6,713,861 6,691,957 7,352,877 8,312,440 9,093,338 9,951,585 10,438,976 9,553,538
Sales and use... . 7,419,373 7,511,233 7,654,405 7,917,396 8,381,262 8,629,815 8,779,768 8,417,292
Corporation..........ccceeeeeeeeenn. . 3,160,714 3,418,599 4,004,112 4,400,995 5,074,730 4,985,031 5,157,589 4,209,705
Liquid fuels and motor carriers... . 1,696,418 1,666,795 1,723,816 1,863,223 2,033,227 2,072,442 2,024,045 1,975,678
Gaming (2).....evvvvvvvvnnnnnnnnnns . N/A N/A N/A N/A N/A 251,059 769,064 999,247
Inheritance (3). N/A 634,365 726,605 668,992 793,279 716,788 802,865 733,405
Cigarette (3).. N/A N/A 933,973 811,578 1,033,099 983,580 1,026,125 1,000,987
Real estate (3).. N/A N/A N/A N/A 646,870 583,991 500,786 348,003
Other (3)...... 1,642,731 1,616,368 893,589 992,343 418,110 475,197 592,744 492,420
Total taxes . 20,633,097 21,539,317 23,289,377 24,966,967 27,473,915 28,649,488 30,091,962 27,730,275
Investment income............. . 15,394 115,829 199,151 131,629 188,750 320,342 128,722 (137,831)
Total general revenues..................... . 20,648,491 21,655,146 23,488,528 25,098,596 27,662,665 28,969,830 30,220,684 27,592,444
Special item-revenues from component unit.. 256,206 - - - - - - -
Transfers from business-type activities......................... . 481,022 551,807 422,786 341,232 465,000 257,343 296,931 430,398
Net general revenues, special items and transfers.... 21,385,719 22,206,953 23,911,314 25,439,828 28,127,665 29,227,173 30,517,615 28,022,842
Total governmental activities change in net assets...........cccoeeevveeevveeennnnnnn. $ 411,263 % 263,457 $ 1,501,091 $ 1,113571 $ 1,792,748 $ 1,804,889 $ 1,181,822 $ (2,065,126)
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Table 2

Changes in Net Assets

For the Last Eight Fiscal Years Ended June 30

(Accrual basis of accounting-amounts in thousands)

BUSINESS-TYPE ACTIVITIES
Expenses

]t L (0] 4 1= o VSO PR PRSP

State workers' insurance..
Tuition payment.............
Unemployment compensation
Liquor control.............ccceceuunn.
Economic development and other.

Total expenses

Program revenues
Charges for sales and services:

] e UL (0] 4 1= o V2RO PPN

State workers' insurance
Tuition payment..............
Unemployment compensation.
Liquor control.............ccoeevvvnnneen.
Economic development and other..
Operating grants and contributions..
Capital grants and contributions...

Total Program FEVENUES.........cccuueeeieieeiiieeesieeesieeessaeeesneeeesseeeensseeeans

Total business-type activities net program revenues/(expenses)

Other changes in net assets

Transfers to governmental actiVities............ccovuueeiiiieiiiie e

Total business-type activities change in net assets

Total primary government change in Net assetsS.........cccuuiieieiiiiiiieeeeeeiiinns

(Restated)

2002 2003 2004 2005 2006 2007 2008 2009
1,682,675 1,827,306 2,051,646 $ 2,298,417 $ 2,704,265 $ 3,100,523 3,157,593 $ 3,173,322
174,929 225,483 435,429 449,880 412,104 553,512 616,256 388,424
191,188 288,118 293,737 192,802 138,275 267,941 224,791 100,028
2,819,878 3,470,257 2,563,318 1,774,676 1,998,613 2,074,382 2,289,977 6,250,213
907,261 954,763 1,024,365 1,088,875 1,178,434 1,277,871 1,318,503 1,437,168
16,820 12,663 13,980 16,456 18,433 14,470 3,148 14,171
5,792,751 6,778,590 6,382,475 5,821,106 6,450,124 7,288,699 7,610,268 11,363,326
1,955,820 2,103,644 2,349,644 2,644,407 3,047,978 3,076,013 3,100,962 3,088,231
149,688 180,664 266,551 355,883 427,970 374,088 384,301 291,677
151,149 234,460 206,739 141,817 113,831 151,121 138,361 153,892
1,862,530 1,532,213 1,628,215 1,961,085 2,373,163 2,172,900 2,061,780 2,423,125
975,300 1,025,813 1,121,853 1,183,667 1,272,101 1,364,524 1,428,638 1,507,512
24,031 15,878 21,467 17,201 17,585 20,068 20,149 19,067
463,554 1,223,591 840,763 361,874 414,887 619,319 350,892 1,760,824
- 6,706 1,121 - - - - -
5,582,072 6,322,969 6,436,353 6,665,934 7,667,515 7,778,033 7,485,083 9,244,328
(210,679) (455,621) 53,878 844,828 1,217,391 489,334 (125,185) (2,118,998)
(481,022) (551,807) (422,786) (341,232) (465,000) (257,343) (296,931) (430,398)
(691,701) (1,007,428) (368,908) 503,596 752,391 231,991 (422,116) (2,549,396)
$  (280,438) (743,971) 1,132,183 _$ 1,617,167 _$ 2545139 _$ 2,036,880 759,706 _$ (4,614,522)

Source: Statement of Activities, as presented in the Commonwealth's Comprehensive Annual Financial Report for the applicable fiscal year.

Notes:

(1)-This schedule presents information beginning with the 2002 fiscal year, when the Commonwealth implemented GASB Statement 34.
(2)-During the 2007 fiscal year, the first licensed gaming facilities opened and the resulting taxes from their activities were reported in the Gaming Fund, a special revenue fund.
(3)-Since implementation of GASB Statement 34, additional captions were created in the Statement of Activities to provide a more refined description of the Commonwealth's taxes. With the original implementation, inheritance,
cigarette and real estate taxes were reported within the "Other" taxes category. Beginning with the 2003 fiscal year, inheritance taxes were reported separately; in the 2004 fiscal year, cigarette taxes were reported separately;

and in the 2006 fiscal year, real estate taxes were reported separately. These captions are marked with N/A in the fiscal years prior to when the particular tax was reported separate from the "Other" taxes category.
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Table 3

Governmental Fund Type Fund Balances
For the Last Ten Fiscal Years As of June 30

(Modified accrual basis of accounting-amounts in thousands) (Restated)
2000 2001 2002 (1) 2003 2004 2005 2006 2007 2008 (3) 2009 (3)
GENERAL FUND
Reserved for:
ENCUMDBIanCes. ..........uvveeiiiiiiiiiece e $ 397,827 $ 426,956 $ 479,314 $ 341,881 $ 259,178 $ 617,861 $ 709,115 $ 570,027 $ 568,678 $ 785,864
Advances 20,808 52,808 29,111 114,108 114,108 114,108 114,108 114,108 114,108 139,108
- - - 9,470 6,283 4,496 10,953 11,113 8,358 9,924
Tax Stabilization/Budget Stabilization Reserve (2). 1,104,954 1,093,213 - - - 70,303 171,362 538,764 745,949 745,949
Other .. 362,027 308,125 286,711 307,974 501,901 621,004 454,639 844,229 1,148,218 1,375,432
Unreserved:
Designated for:
Budget Stabilization Reserve Fund.................. - - 300,000 - 70,303 - - - - -
Other ... 677,897 1,079,047 323,884 269,775 421,415 514,174 719,414 923,966 379,169 -
Undesignated...........ccceeveeiiiiiiiiiieiiieeee 1,700,128 1,524,846 1,603,822 1,314,505 1,633,326 927,163 789,958 368,659 9,621 (2,541,099)
TOTAL GENERAL FUND......cccoviiriiireennnn. 4,263,641 4,484,995 3,022,842 2,357,713 3,006,514 2,869,109 2,969,549 3,370,866 2,974,101 515,178
ALL OTHER GOVERNMENTAL FUNDS
Reserved for:
ENCUMDBIANCES. ....cceoiiiiiiiiee i 1,233,014 1,220,710 1,336,227 1,168,535 1,444,875 1,454,129 1,630,382 1,927,151 2,057,615 2,085,395
Advances......... 3,000 3,000 3,000 3,000 223,000 210,000 3,000 3,000 3,000 3,000
Loans receivable.. . 68,834 56,264 39,963 38,186 39,804 32,065 32,684 39,859 73,628 83,100
Other..eieiiieiee et 38,020 38,050 407,029 445,411 560,284 817,668 857,253 1,329,707 940,263 916,713
Unreserved:
Designated for, reported in:
HIGRWAYS. ...ceeeeeiiiiiee e 250,743 182,670 175,249 215,946 209,647 218,885 203,118 235,730 689,288 700,018
Special Revenue funds...........cccceeeeiiiciiieeeennn. 264 264 12 - - 4,355 4,528 11,268 9,341 8,666
Debt Service funds............cooccvveiiieiiniiiiiienennns 409,762 152,085 21,887 32,685 61,029 83,885 8,118 20,474 27,458 16,834
Capital Projects funds 86,644 79,867 79,286 54,026 96,787 133,024 131,026 65,455 54,631 33,527
Unreserved: Undesignated, reported in:
Special Revenue funds 992,985 970,427 1,791,400 1,703,534 1,520,236 1,631,980 2,412,047 1,971,829 2,630,277 2,448,383
Debt Service funds (defiCit)..........cccevvvuiireeennn (53) 8) (3,782) - - - - - - -
Capital Projects funds (deficit)..............cccceennee (710,378) (668,091) (494,795) (398,644) (368,295) (473,110) (601,823) (449,622) (629,686) (721,365)

TOTAL ALL OTHER
GOVERNMENTAL FUNDS

.. $ 2,372,835 $2,035238 $3,355476 $ 3,262,679 $3,787,367 $4,112,881 $4,680,333 $ 5,154,851 $5,855,815 $ 5,574,271

Source: The Commonwealth's Comprehensive Annual Financial Report, as presented for the applicable fiscal year. For fiscal years 2000-2001, the information can be found in the Combined Balance Sheet-All
Fund Types, Account Groups and Discretely Presented Component Units statement. Beginning with the 2002 fiscal year, the information can be found in the Balance Sheet-Governmental Funds statement.

Notes:

(1)-Beginning with the 2002 fiscal year, the Commonwealth implemented GASB Statement 34. As a result, two funds (State Lottery Fund and Historical Preservation Fund) were reclassified from the Special
Revenue governmental fund type classification to a Proprietary fund type classification. Two additional funds (Workmen's Compensation Security Trust Fund and Catastrophic Loss Trust Fund) were reclassified
from an Expendable Trust fund type classification to a Special Revenue governmental fund type classification.

(2)-The Tax Stabilization Fund was abolished and its last year of existence was the 2001 fiscal year. In the 2002 fiscal year, the new Budget Stabilization Reserve Fund was created by Act 91 of 2002. The
reservations for both funds are reported on the same line because they are considered to be the Commonwealth's Rainy Day Fund within the General Fund. Note A in the Notes to the Financial Statements
provides additional details.

(3)-In the June 30, 2009 CAFR, the beginning fund balance for the Motor License fund (a governmental fund type) was restated and increased by $30,059 as of July 1, 2008. Therefore, the combined ending
fund balance (for the General Fund and all other governmental fund types) shown in this table as of June 30, 2008 plus the change in net assets shown in Table 4 for the June 30, 2009 fiscal year will differ from
the combined ending fund balance (for the General Fund and all other governmental fund types) shown in this table as of June 30, 2009. Note B in the Notes to the Financial Statements in the June 30, 2009
CAFR provides additional details on this restatement.
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Table 4

Revenues by Source and Expenditures by Function-All Governmental Fund Types
For the Last Ten Fiscal Years Ended June 30

(Modified accrual basis of accounting-amounts in thousands) (?Qestated)
2000 2001 2002 (1) 2003 2004 2005 2006 2007 2008 2009
REVENUES BY SOURCE
Taxes, net of refunds. $ 20,956,743  $ 21,232,196 $ 20,636,762 $ 21,469,170 $ 23,237,117 $ 24,973,125 $ 27,117,823  $ 28,548,280 $ 29,909,880 $ 27,773,110
Licenses and fees.... 1,143,789 1,172,372 1,246,232 1,350,016 1,475,948 1,568,659 1,611,868 1,954,788 1,913,154 1,674,804
Intergovernmental.. 11,093,738 12,086,372 13,259,463 14,575,716 16,379,096 16,585,336 16,347,975 16,891,212 17,911,839 20,619,848
Charges for sales and services. 2,489,196 2,388,536 2,535,775 2,019,842 2,068,019 4,027,745 2,970,585 1,598,564 1,641,937 1,597,751
Investment income 396,499 307,202 29,615 249,791 402,132 322,199 425,356 769,820 166,522 (306,524)
Lottery receipts (2) 1,695,371 1,788,333 N/A N/A N/A N/A N/A N/A N/A N/A
Other (3) 656,086 539,830 755,226 837,918 957,494 552,422 576,180 607,201 752,308 715,425
TOTAL REVENUES .....coooiiiiiiiiiiiiiiiiiiieieieeeeeeeeee s 38,431,422 39,514,841 38,463,073 40,502,453 44,519,806 48,029,486 49,049,787 50,369,865 52,295,640 52,074,414
EXPENDITURES BY FUNCTION
Direction and supportive services .... 2,817,426 3,292,188 968,563 914,794 1,538,729 2,134,421 2,337,112 1,104,793 1,385,760 1,375,399
Protection of persons and property. 2,933,612 3,044,074 3,876,449 3,882,843 3,886,666 3,892,572 4,410,969 4,621,119 4,861,363 5,169,377
Health and human services.. 16,486,542 17,483,315 18,990,802 20,510,849 21,689,392 24,118,288 24,103,077 24,293,011 25,141,836 26,549,790
Public education 8,283,144 8,677,284 8,814,273 10,198,076 10,529,504 11,400,985 11,731,884 12,439,920 13,076,308 14,019,470
Recreation and cultural enrichment 510,732 568,757 480,245 471,920 382,179 442,783 447,264 544,117 557,387 570,177
Economic development.. 539,068 745,143 1,245,292 1,507,584 1,334,071 1,310,093 1,413,995 1,736,388 1,721,634 1,605,513
Transportation . 3,679,188 4,065,124 4,003,291 3,935,785 2,310,434 2,607,793 2,448,165 3,089,544 3,292,279 3,321,647
Capital OUtlay..........ccciiiiiiiiiiiiiiiiiii 586,801 655,248 694,219 407,080 2,008,141 1,805,913 2,082,644 2,121,632 2,273,290 2,812,788
Debt service:
Principal retirement.............uueiiiiiiiiiiiii s 479,350 477,001 479,395 998,396 455,890 478,112 492,355 521,773 555,337 598,850
Interest and fiscal charges...............uuviviiiiiiiiiiiiiiiiiiiies 277,044 281,590 278,428 313,681 311,686 320,887 348,418 361,088 388,722 402,653
TOTAL EXPENDITURES ......coviiiiiiiiiiiiiiiiiieieieieieieieisiainnnns 36,592,907 39,289,724 39,830,957 43,141,008 44,446,692 48,511,847 49,815,883 50,833,385 53,253,916 56,425,664
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES.......c.cceiviriririeiiinnnnnns 1,838,515 225,117 (1,367,884) (2,638,555) 73,114 (482,361) (766,096) (463,520) (958,276) (4,351,250)
OTHER FINANCING SOURCES/(USES)
Bonds issued 590,731 663,919 1,042,813 1,324,167 625,247 401,816 914,000 1,008,104 913,119 1,064,103
Refunding bonds issued. - - 376,854 837,991 459,223 1,468,439 - 250,557 194,471 155,642
Premium on bonds/refunding bonds issued... - - - - 88,006 197,291 54,420 58,166 61,277 88,921
Discount on bonds issued. - - - - - - - (157) - -
Transfers in 1,372,501 1,097,698 2,272,414 1,729,539 1,337,090 1,276,443 1,408,351 1,463,620 1,614,938 1,693,343
TEANSFETS OUL. ... e e en e (1,320,181) (1,056,533) (1,791,392) (1,177,733) (914,304) (1,035,211) (943,351) (1,188,779) (1,318,226) (1,257,945)
Transfers from component units (4) - - 256,206 N/A N/A N/A N/A N/A N/A N/A
Transfers to component units (4)... (833,976) (877,609) (1,079,197) N/A N/A N/A N/A N/A N/A N/A
Payment to refunded bond escrow agent. - - (376,854) (837,991) (511,884) (1,639,510) - (253,892) (203,633) (166,978)
Capital lease and installment purchase obligations.. 14,556 6,607 5,767 4,656 1,535 1,202 568 1,736 529 3,638
TOTAL OTHER FINANCING SOURCES/(USES)............... (176,369) (165,918) 706,611 1,880,629 1,084,913 670,470 1,433,988 1,339,355 1,262,475 1,580,724
NET CHANGE IN FUND BALANCES........cccooiiiiiiiiiiiiininns $ 1,662,146 $ 59,199 $ (661,273) $ (757,926) $ 1,158,027 $ 188,109  $ 667,892 $ 875,835 $ 304,199 $ (2,770,526)
Debt Service as a Percentage of Noncapital Expenditures (5)...... 2.10% 1.96% 1.94% 3.07% 1.81% 1.71% 1.76% 1.81% 1.85% 1.87%

Notes:

reclassification are marked with an N/A.

categories.

fund type classification to a Proprietary fund type classification.
classification to a Special Revenue governmental fund type classification.
(2)-The change in the State Lottery fund type classification was not retroactively applied, thus the lottery receipts are reported in the Governmental Fund Types through the 2001 fiscal year.

(3)-Other revenues include immaterial amounts of lease rentals revenues and interest on notes and loans.
(4)-With the implementation of GASB Statement 34, the Commonwealth was required to begin reporting transfers from and to component units as ordinary revenues and expenditures.
Commonwealth's accounting system beginning with the 2003 fiscal year and were not retroactively applied. Subsequent fiscal years are marked with a N/A.
(5)-Ratio is calculated as Principal Retirement plus Interest and Fiscal Charges divided by Total Expenditures less Capital Outlay. There are no expenditures for capitalized assets contained within the functional expenditure

Source: The Commonwealth's Comprehensive Annual Financial Report, as presented for the applicable fiscal year. For fiscal years 2000-2001, the information can be found in the Combined Statement of Revenues, Expenditures
and Changes in Fund Balance statement. Beginning with the 2002 fiscal year, the information can be found in the Statement of Revenues, Expenditures, and Changes in Fund Balances-Governmental Funds statement.

(1)-Beginning with the 2002 fiscal year, the Commonwealth implemented GASB Statement 34. As a result, two funds (State Lottery Fund and Historical Preservation Fund) were reclassified from the Special Revenue governmental
Two additional funds (Workmen's Compensation Security Trust Fund and Catastrophic Loss Trust Fund) were reclassified from an Expendable Trust fund type

Subsequent years after the

These changes were made to the
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Commonwealth of Pennsylvania
Revenue Capacity-Personal Income Tax
Table 5

Personal Income by Industry

For the Last Ten Calendar Years

(Amounts in millions) 1999(1) _ 2000(1) 2001(1) 2002(1) 2003(1) 2004(1) 2005(1) 2006(1)  2007(1) 2008

TOTAL PERSONAL INCOME BY INDUSTRY (2)
Workplace Earnings:
Farm Earnings...........ccuuiiiiiiiiiiiiiiiiiiiiiiiieiisisesesisesssseeseenenenen $ 814 $ 1,097 $ 997 % 622 $ 1,213 $ 1,484 $ 1342 $ 1,063 $ 1,250 $ 1,103

Nonfarm Earnings:
Private earnings:

Forestry, fishing/hunting, agriculture... 372 424 461 415 394 403 414 438 428 452
1,283 1,275 1,530 1,342 1,455 1,714 1,911 2,250 2,067 2,352
2,615 2,816 3,019 3,138 2,972 2,853 2,750 2,901 3,007 3,146
Construction 16,812 16,989 18,231 18,604 19,788 21,040 22,044 23,206 23,252 21,627
Manufacturing.... 43,117 45,273 43,431 42,928 41,835 42,107 42,627 44,190 44,528 45,105
Wholesale trade.... 12,219 12,966 13,378 13,739 14,448 15,683 16,645 17,850 18,929 19,532
Retail trade.......... 18,624 18,775 19,555 19,927 20,904 21,068 21,624 21,908 22,189 22,276
Transportation and warehousing. 9,565 10,246 10,903 10,917 11,223 12,023 12,408 12,777 13,304 13,562
Broadcasting/publishing/internet technology. 7,443 8,189 8,500 8,124 8,619 8,754 8,942 9,356 9,726 9,867
Finance and insurance 16,737 18,344 18,929 19,772 20,558 21,890 22,793 24,440 25,224 25,814
Real estate and rental and leasing 5,177 6,382 5,751 5,815 6,173 6,405 6,219 6,082 5,503 5,328
Professional and technical services... 22,176 23,676 24,643 24,927 25,565 27,621 29,437 31,852 33,995 35,576
Management of companies and enterprises. 4,529 4,295 5,044 5,445 7,098 8,034 9,355 10,590 12,886 13,164
Administrative services... 8,013 8,623 9,009 9,307 9,221 9,954 10,399 10,958 11,627 11,783
Educational services 6,084 6,477 6,871 7,575 7,959 8,546 8,876 9,425 9,923 10,574
Health care and social assistance 29,690 30,880 31,972 34,514 36,633 39,563 40,772 43,386 45,478 48,176
Arts, entertainment, and recreation.. 2,322 2,486 2,486 2,658 2,924 3,021 3,071 3,288 3,387 3,646
Accommodation and food services 6,203 6,605 6,806 7,143 7,311 7,658 7,883 8,065 8,683 8,777
Other services, except public administration.. 11,125 12,331 10,720 11,954 11,780 12,279 13,124 13,544 13,907 14,477
Total private earnings 224,106 237,052 241,239 248,244 256,860 270,616 281,294 296,506 308,043 315,234
Government:
Federal, civilian.. 7,008 7,463 7,641 7,973 8,198 8,810 9,164 9,545 9,847 10,104
Military 865 884 966 1,189 1,595 1,677 1,855 1,822 1,807 1,898
State government 6,882 7,134 7,508 7,939 8,413 8,555 8,690 9,033 9,575 9,715
Local government, 18,056 18,705 19,527 20,537 21,655 22,677 23,389 24,007 24,846 25,793
Total government earnings.... 32,811 34,186 35,642 37,638 39,861 41,719 43,098 44,407 46,075 47,510
Total nonfarm earnings 256,917 271,238 276,881 285,882 296,721 312,335 324,392 340,913 354,118 362,744
Total workplace earnings 257,731 272,335 277,878 286,504 297,934 313,819 325,734 341,966 355,368 363,847
Other earnings/deductions (3).... 89,923 97,585 99,310 100,987 101,487 103,769 106,306 120,436 129,735 135,822

Total personal income $ 347,654 $ 369,920 $ 377,188 $ 387,491 $ 399,421 $ 417,588 $ 432,040 $ 462,402 $ 485,103 $ 499,669

Total personal income subject

to the direct personal income tax rate (4)(5)......cccccvvvuene $ 224591 $ 237,070 $ 230,926 $ 229,685 $ 237,961 250,921 266,800 288,043 N/A N/A
Direct personal income tax rate..........ccccuuuiviiiiiiiiiniieeiiiies 2.80% 2.80% 2.80% 2.80% 2.80% 3.07% 3.07% 3.07% 3.07% 3.07%
Sources:

Personal income by industry is provided by the Regional Economic Information System, Bureau of Economic Analysis, US Department of Commerce (www.bea.gov/index.htm) through estimates released October 2009.

Total personal income subject to the direct tax rate was obtained from the Pennsylvania Department of Revenue. The information for the 2006 calendar year can be found in the Statistical Supplement for the Pennsylvania Tax Compendium
for 2007-08. The direct personal income tax rate was obtained from the Pennsylvania Tax Compendium for December 2008. Both of these publications were obtained from the Pennsylvania Department of Revenue's website which is
located at www.revenue.state.pa.us.

Notes:

(1)-Calendar years 1999-2007 differ from the totals shown in the Commonwealth's Comprehensive Annual Financial Report for June 30, 2008. The amounts shown in the prior year were based on estimates released by the Regional
Economic Information System, Bureau of Economic Analysis, U.S. Department of Commerce in September 2008. These estimates have subsequently been revised (as provided in the October 2009 release).

(2)-Personal income by industry is reported under the North American Industry Classification System.

(3)-Other earnings/deductions include dividends, interest and miscellaneous employee/employer contributions/deductions.

(4)-Total personal income subject to the direct personal income tax rate consists of taxable compensation, interest, dividends, net profits and other income, prior to the application of various tax credits. This amount is self-assessed by the
taxpayer on their tax returns for the tax year. Due to the complexity and length of the tax return filing and review process, the total compilation is not yet available for release by the Pennsylvania Department of Revenue for the 2007 and
2008 tax years.

(5)-This information is presented by tax year, rather than by calendar year, as the personal income by industry is presented. An individual filer's tax year is defined as that period for which that person must file a tax return. Generally, many
filers have the last day of their filing year fall on December 31st; however, for various reasons, other filers have a filing year that falls on a different date (e.g. March 31st). The information presented is based on those returns of the filers
whose tax year ended during the the applicable calendar year.




Commonwealth of Pennsylvania

Revenue Capacity-Personal Income Tax

Table 6

Personal Income Tax Filers and Liability by Income Level
1997 and 2006 Tax Years

Liability amounts in thousands 1997 Tax Year (1)(2)(3) 2006 Tax Year (1)(2)(3)
Personal Personal

Number Percentage Income Percentage Number Percentage Income Percentage
Taxable of of Tax of Taxable of of Tax of
Income Level Filers Total (5) Liability(4) Total Income Level Filers Total (5) Liability(4) Total
$0 62,199 1.11% $ - 0.00%  $0 99,736 1.71% $ - 0.00%
$1-999 392,298 7.01% 4,816 0.09%  $1-999 360,207 6.17% 4,430 0.05%
$1,000-2,999 491,913 8.79% 26,669 0.47%  $1,000-2,999 410,378 7.03% 24,505 0.28%
$3,000-4,999 363,851 6.50% 40,292 0.71%  $3,000-4,999 315,250 5.40% 38,338 0.43%
$5,000-6,999 287,901 5.14% 48,034 0.85%  $5,000-6,999 258,241 4.42% 47,283 0.53%
$7,000-8,999 230,548 4.12% 51,485 0.91%  $7,000-8,999 215,553 3.69% 52,748 0.60%
$9,000-10,999 206,126 3.68% 57,615 1.02%  $9,000-10,999 185,972 3.19% 56,975 0.64%
$11,000-12,999 186,767 3.34% 62,705 1.11%  $11,000-12,999 170,995 2.93% 62,948 0.71%
$13,000-14,999 175,655 3.14% 68,801 1.22%  $13,000-14,999 158,072 2.71% 67,881 0.77%
$15,000-16,999 167,853 3.00% 75,151 1.33%  $15,000-16,999 151,163 2.59% 74,208 0.84%
$17,000-18,999 160,115 2.86% 80,666 1.43%  $17,000-18,999 145,493 2.49% 80,369 0.91%
$19,000-21,999 226,645 4.05% 129,963 2.30%  $19,000-21,999 212,816 3.64% 133,908 1.51%
$22,000-24,999 209,323 3.74% 137,585 2.43%  $22,000-24,999 204,160 3.50% 147,209 1.66%
$25,000-29,999 314,167 5.61% 241,318 4.27%  $25,000-29,999 314,797 5.39% 265,286 3.00%
$30,000-34,999 273,860 4.89% 248,790 4.40%  $30,000-34,999 277,979 4.76% 276,862 3.13%
$35,000-39,999 245,939 4.39% 257,897 4.56%  $35,000-39,999 243,471 4.17% 279,901 3.17%
$40,000-49,999 409,981 7.32% 514,136 9.09%  $40,000-49,999 404,127 6.92% 555,723 6.28%
$50,000-74,999 635,151 11.35% 1,082,331 19.13%  $50,000-74,999 701,213 12.01% 1,322,579 14.96%
$75,000-99,999 263,588 4.71% 632,172 11.18%  $75,000-99,999 407,164 6.97% 1,078,398 12.20%
$100,000-149,999 167,614 2.99% 559,286 9.89%  $100,000-149,999 340,387 5.83% 1,254,983 14.19%
$150,000 or more 126,422 2.26% 1,336,962 23.64%  $150,000 or more 261,422 4.48% 3,018,383 34.13%
Total (5) 5,597,916 100.00% _$ 5,656,674 100.00%  Total 5,838,596 100.00% _$ 8,842,916 100.00%

Sources:

For the 1997 tax year, all of the information was provided directly by the Pennsylvania Department of Revenue. For the 2006 tax year, the number of filers per taxable income
level and the personal income subject to the direct personal income tax rate per income level (used in the Personal Income Tax Liability estimation) were obtained from the
Statistical Supplement for the Pennsylvania Tax Compendium for 2007-08. The direct personal income tax rate was obtained from the Pennsylvania Tax Compendium for
December 2008. Both of these publications were obtained from the Pennsylvania Department of Revenue's website which is located at www.revenue.state.pa.us.

Notes:

(1)-Due to statutory requirements protecting taxpayer identification (confidentiality provisions), the Commonwealth can not disclose the names of the ten largest personal
income tax filers. Therefore, this schedule is presented as an alternative comparison regarding the sources of the Commonwealth's personal income tax revenue.

(2)-An individual filer's tax year is defined as that period for which that person must file a tax return. Generally, many filers have the last day of their filing year fall on
December 31st; however, for various reasons, other filers have a filing year that falls on a different date (e.g. March 31st). This table presents information based on all filers
whose tax year ended during the the 1997 or 2006 calendar years.

(3)-Due to the complexity and length of the tax return filing and review process, the total compilation of personal income subject to the direct tax rate per income level was not
yet available for release by the Pennsylvania Department of Revenue for the 2007 and 2008 tax years. This compilation is used in the calculation of the estimated personal
income tax liability. Therefore, the 1997 and 2006 tax years are presented as an alternative comparison.

(4)-The estimated total personal income tax liability is calculated by multiplying the total personal income (as self-assessed by the individual tax filer) for the income level by the
tax rate applicable during the tax year. The estimated liability is presented before any applicable tax credits were applied. For the 1997 tax year, the direct tax rate in effect
was 2.80% for all income levels. Beginning with the 2004 tax year, the rate increased to 3.07%. This rate has been in effect for all subsequent tax years.

(5)-Totals may not foot due to rounding.

Commonwealth of Pennsylvania 201 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us
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Commonwealth of Pennsylvania

Revenue Capacity-Sales Tax

Table 7

Estimated Taxable Sales by Industry Classification of the Vendor
For the Last Ten Fiscal Years Ended June 30

(Amounts in thousands) 1999 2000 2001 2002 (3) 2003 2004 2005 2006 2007 2008(4)

Estimated Taxable Sales by Industry (1)(2)
Manufacturing..

$ 6,698,400 $ 6,812,867 $ 6,241,417 $ 5712633 $ 6,222,633 $ 6386100 $ 6,858,033 $ 7,107,483 $ 7,083,150 $ 7,199,717

Public utilities... . 9,287,767 9,736,283 3,991,083 3,920,667 3,981,383 4,229,717 4,473,817 4,667,117 4,816,533 4,763,633
Wholesale trade..........cccoeviieieeeeeeiiiiiieenn. 3,868,450 4,037,633 10,142,600 9,687,583 7,625,950 7,987,583 9,112,350 11,407,750 12,320,033 12,239,917
Building materials 6,298,083 6,741,133 6,654,533 6,969,217 7,216,967 8,209,967 8,719,850 9,607,267 9,263,467 8,908,483
General merchandise.... 7,961,050 8,262,033 9,039,983 16,724,483 17,595,700 18,383,833 18,243,083 18,766,300 19,275,267 18,959,267
Food and beverage stores 12,950,617 13,337,550 12,875,267 5,353,500 5,602,267 5,770,967 5,764,533 5,859,017 6,090,033 6,023,083
Automotive dealers 3,211,517 3,418,567 4,994,600 3,163,400 3,329,383 3,487,217 3,691,150 3,761,500 3,865,533 3,834,950
Furniture and appliances 3,864,200 4,021,383 2,544,383 5,231,483 5,553,117 5,844,450 6,338,250 6,148,383 6,334,000 6,018,133
Other retail stores 14,950,433 15,571,467 13,929,117 5,054,200 5,022,117 5,212,517 5,376,183 5,529,683 5,802,417 5,764,733
Agriculture and mMiNiNg............cccccvveivinnnnn. 17,909,917 18,881,667 22,357,250 509,467 484,717 559,400 644,983 717,950 726,367 666,967
Construction N/A N/A N/A 2,076,850 2,171,750 2,342,833 2,742,150 3,010,383 3,077,033 3,050,933
N/A N/A N/A 34,221,217 35,405,917 35,164,650 37,378,583 39,336,950 41,230,817 41,914,783

N/A N/A N/A 272,833 275,150 312,250 330,783 420,617 363,450 374,133

(@] 131 PO 3,109,783 3,160,300 6,484,767 N/A N/A N/A N/A N/A N/A N/A
105,850 105,650 298,483 264,517 280,250 278,833 296,717 294,600 289,767 211,100

Unclassified... 3,448,283 4,481,200 1,457,483 1,911,367 2,538,850 2,228,010 1,472,017 1,442,950 1,532,250 1,627,583
Motor vehicle.........ooooveeiieiiieiiiee, 15,490,150 17,495,383 18,000,200 19,362,581 20,764,773 21,144,925 20,506,470 19,484,594 19,481,964 18,346,914
LiQUOT S@IES.....ueveeiiiiiiiiiiiiieees 941,283 1,005,367 1,051,300 1,105,526 1,254,926 1,265,798 1,383,587 1,341,449 1,627,333 1,704,846
Total sales tax estimated base (5)........ $ 110,095,783 $ 117,068,483 $ 120,062,467 $ 121,541,524 $ 125,325,849 $ 128,809,049 $ 133,332,540 $ 138,903,993 $ 143,179,414 $ 141,609,177
Total direct sales tax rate..................... 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%

Sources:

Sales tax remittances by industry and total direct sales tax rate (both used in the calculation of estimated taxable sales by industry) are provided by the Pennsylvania Department of Revenue. Sales tax remittances by industry
for the 2008 fiscal year can be found in the Statistical Supplement for the Pennsylvania Tax Compendium for 2007-08. The total direct sales tax rate was obtained from the Pennsylvania Tax Compendium for December 2008.
Both of these publications were obtained from the Pennsylvania Department of Revenue's website which is located at www.revenue.state.pa.us.

Notes:

(1)-Estimated taxable sales are calculated based on sales tax remittances (made by vendors with their tax returns processed during the fiscal year) divided by the direct sales tax rate of 6%.

(2)-Estimated taxable sales are organized by major industrial activity of the vendor and do not represent sales by product type. Fiscal year 1999 is presented by Standard Industrial Classification. Beginning with the 2000 fiscal
year, the Commonwealth began reporting under the North American Industry Classification System. The two classifications are similar, but not 100% comparable.

(3)-Beginning with the 2002 fiscal year, the Pennsylvania Department of Revenue reclassed various subcategories within major industrial activity into either a different major industrial activity or a new major industrial activity.
New major industrial activities are "Construction"”, "Service", and "Transportation, delivery, and warehousing”. The "Other" category was eliminated. This reclassification had the most effect on the “"General merchandise",
"Food and beverage stores", "Other retail stores”, and "Agriculture and mining" major industrial activity categories.

(4)-Due to the complexity and length of the tax return filing and review process, the total compilation of sales tax remittances was not yet available for release by the Pennsylvania Department of Revenue for the 2009 fiscal
year. Therefore, fiscal years 1999 through 2008 are presented as an alternative comparison.

(5)-Totals may not foot due to rounding.




Commonwealth of Pennsylvania

Revenue Capacity-Sales Tax

Table 8

Sales Tax Remittances by Major Industry Classification
Fiscal Years Ended June 30, 1999 and June 30, 2008

(Amounts in thousands)

June 30, 1999 (1)(2) June 30, 2008 (1)(2)
Sales(3) Percentage Sales(3) Percentage
Tax of Tax of

Industry (S.1.C. Group)(4) Liability Total Industry (N.A.1.C.S. Group)(4) Liability Total
Manufacturing........ccceeeeeeeeeeiiiiieee e $ 401,904 6.08% Manufacturing...........cceeeeevveeeeeeeeeeciieeees $ 431,983 5.08%
Public UIltIES. ....coo i 557,266 8.44% Public Utilities.........ueeeeieeeiiiiiieee e 285,818 3.36%
Wholesale trade.. . 232,107 3.51% Wholesale trade.... .. 734,395 8.64%
Building materials...........ccoooeeveiiiiiiieiiiinns 377,885 5.72% Building materials............ccooeeeviiiiiieeeriinnnns 534,509 6.29%
General merchandise 477,663 7.23% General merchandise 1,137,556 13.39%
Food and beverage stores 777,037 11.76% Food and beverage stores.. 361,385 4.25%
Automotive dealers 192,691 2.92% Automotive dealers 230,097 2.71%
Furniture and appliances...........cccccvevvvnnnn. 231,852 3.51% Furniture and appliances............ccccceeeeeee. 361,088 4.25%
Other retail stores 897,026 13.58% Other retail stores .. 345,884 4.07%
Agriculture and mMiNING...........ccvveeeeveennnnnns 1,074,595 16.27% Agriculture and miniNg............cccveeeveeeenne. 40,018 0.47%
CoNSrUCtioN.....ccveeiveeeeee e N/A N/A (000 o 1SY { (o1 1 o] o VY 183,056 2.15%
Service N/A N/A Service 2,514,887 29.60%
N/A N/A Transportation, delivery, and warehousing. 22,448 0.26%

186,587 2.82% N/A N/A
Government.. 6,351 0.10% Government. 12,666 0.15%
Unclassified 206,897 3.13% Unclassified 97,655 1.15%
Motor VehiCle.......ccoueeeiveiiieiiecieee, 929,409 14.07% Motor Vehicle.......ccoovueeiveiiieeiieeeeeee 1,100,815 12.96%
LiQuOr Sales.......uvueeeieiiiieeeeeeee e 56,477 0.85% Liquor sales.......ccuueeiieeiiiiiie e 102,291 1.20%
e = () TS $ 6,605,747 100.00%  TOtal (5).eeeveeereeerrrerrinniinniiiniiiee e $ 8,496,551 100.00%
Sales Tax LicenSes (6).....ceeeveevveeeeereriieeerennn. 284,560 Sales Tax Licenses (6)......ceeeevevvveeeeeevrunnennns 235,879

Sources:

Sales tax remittances by industry and the number of sales tax licenses are provided by the Pennsylvania Department of Revenue. Sales tax remittances
by industry for the 2008 fiscal year can be found in the Statistical Supplement for the Pennsylvania Tax Compendium for 2007-08. This publication was
obtained from the Pennsylvania Department of Revenue's website which is located at www.revenue.state.pa.us.

Notes:

(1)-Due to statutory requirements protecting taxpayer identification (confidentiality provisions), the Commonwealth can not disclose the names of the ten
largest sales tax filers. Therefore, this schedule is presented as an alternative comparison regarding the sources of the Commonwealth's sales tax
revenue.

(2)-Due to the complexity and length of the tax return filing and review process, the total compilation of sales tax remittances was not yet available for
release by the Pennsylvania Department of Revenue for the 2009 fiscal year. Therefore, fiscal years 1999 and 2008 are presented as an alternative
comparison.

(3)-Sales tax liability is based on sales tax remittances made with tax returns processed during the fiscal year. The direct sales tax rate applicable to
both years is 6%.

(4)-Sales tax remittances are organized by major industrial activity of the vendor and does not represent sales by product type. The 1999 fiscal year is
presented using the Standard Industrial Classification (S.1.C.) Group, and the 2008 fiscal year is presented using the North American Industry
Classification System (N.A.1.C.S.) Group. The two classifications are similar, but not 100% comparable.

(5)-Totals may not foot due to rounding.

(6)-The Commonwealth does not maintain a list of sales tax filers by either the S.1.C. or N.A.1.C.S. standard industry grouping, and as noted in Note (1),
can not disclose the names of the largest filers. Therefore, the number of sales tax licenses are presented to indicate the potential number of filers
during the applicable fiscal year.

Commonwealth of Pennsylvania 203 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us
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Commonwealth of Pennsylvania
Revenue Capacity-Corporate Tax
Table 9

Corporate Net Income Tax

For the Last Ten Tax Years

1997 1998 1999 2000 2001 2002 2003 2004 (6) 2005 (6) 2006 (6)
ESTIMATED CORPORATE NET INCOME TAXABLE BASE (1)(2)
Corporate Tax Report Compilation (amounts in thousands)............... $ 14,407,934 $ 15,667,338 $ 15,304,130 _$ 14,164,465 $12,367,911 $13,280,711 $13,446,684 $ 17,648,755 $ 19,033,947 $ 20,797,182
NUMBER OF FILERS BY CORPORATE NET
INCOME TAX LIABILITY RANGE (3)
89,790 83,935 89,482 98,121 96,637 102,333 97,391 95,306 90,297 81,940
11,502 13,125 12,364 11,746 11,128 10,832 10,625 10,096 9,441 7,849
3,148 3,529 3,319 3,038 2,900 2,875 2,694 2,660 2,555 2,126
5,677 6,410 6,297 5,808 4,768 4,345 4,279 4,119 3,861 3,101
12,813 14,080 13,136 12,354 11,060 10,665 10,173 10,355 9,979 7,717
4,421 4,807 4,532 4,058 3,741 3,456 3,301 3,596 3,463 3,028
$10,001-25,000. 3,486 3,646 3,485 3,116 2,751 2,760 2,695 2,863 2,916 2,571
$25,001-50,000 1,650 1,780 1,653 1,480 1,413 1,319 1,384 1,489 1,494 1,459
$50,001-100,000 1,135 1,238 1,172 1,053 903 945 943 1,086 1,183 1,121
$100,001-250,000 954 990 916 880 756 763 797 954 978 980
$250,001-500,000... 413 398 370 332 313 309 395 443 456 475
$500,001-1,000,000.... 206 209 195 201 162 178 177 264 281 311
>$1,000,000 184 190 191 201 184 192 220 262 307 320
Total corporate net income tax filers (4)(5)...ccccceevvierivnnnes 135,379 134,337 137,112 142,388 136,716 140,972 135,074 133,493 127,211 112,998
Total direct corporate net income tax rate.........cccceeeeevevvvnnnnnns 9.99% 9.99% 9.99% 9.99% 9.99% 9.99% 9.99% 9.99% 9.99% 9.99%

Sources:

Information provided by the Pennsylvania Department of Revenue. The number of filers by corporate net income tax liability range for the 2004-2006 tax years can be found in the Statistical Supplement for the Pennsylvania Tax
Compendium for 2007-08. The direct corporate net income tax rate was obtained from the Pennsylvania Tax Compendium for December 2008. Both of these publications were obtained from the Pennsylvania Department of
Revenue's website which is located at www.revenue.state.pa.us.

Notes:

(1)-Pennsylvania is one of only a few states that levy a tax on corporate net income (corporate net income tax - CNIT) as well as capital stock (capital stock/foreign franchise tax - CSFT). The capital stock tax is being phased out
so that the last year for which a tax will apply will be the 2013 tax year. This table presents the positive corporate net income tax base, as well as the number of filers associated with this tax by liability range. It also presents the
statutory corporate net income tax rate.

(2)-The CNIT is based on separate company Federal taxable income and includes a number of additions to/subtractions from that base. This table shows the compilation of all reported taxable income (Federal income adjusted to
the PA base and then apportioned). Many corporations report negative federal taxable income. In addition, the net operating loss deductions that Pennsylvania allows reduce otherwise profitable corporations’ incomes below $0.
(3)-Due to statutory requirements protecting taxpayer identification (confidentiality provisions), the Commonwealth can not disclose the names of the ten largest corporate net income tax filers. Therefore, the schedule of the
number of filers by corporate net income tax liability range is presented as an alternative comparison regarding the sources of the Commonwealth's corporate net income tax revenue. Those filers that report negative state taxable
income are reported in the tax liability range of $0, which accounts for the large number of filers within that range.

(4)-Due to the complexity and length of the tax return filing and review process, the total compilation of corporate net income subject to the direct corporate tax rate was not yet available for release by the Pennsylvania
Department of Revenue for the 2007 and 2008 tax years. Therefore, tax years 1997 through 2006 are presented as an alternative comparison.

(5)-The corporate filer's tax year is defined as that period for which it must file a tax return. Though some filers have the last day of their filing year fall on December 31st, many filers have a filing year that falls on a different date
(e.g. March 31st). This table presents information based on all filers whose tax year began during the associated calendar years.

(6)-For tax years 1997 through 2004, the amounts presented are actual. The amounts presented for the 2004 tax year may differ from the amounts presented in the same table in the Commonwealth's Comprehensive Annual
Financial Report (CAFR) for the June 30, 2008 fiscal year, since that was an estimate. For the 2005 tax year, the amounts presented are a revised estimate from what was presented in the June 30, 2008 CAFR. And for the 2006
tax year, the amounts presented are an estimate.
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Commonwealth of Pennsylvania
Revenue Capacity-Corporate Tax

Table 10

Capital Stock/Foreign Franchise Tax
For the Last Ten Tax Years

1997 1998 1999 2000 2001 2002 2003 2004 (6) 2005 (6) 2006 (6)

CAPITAL STOCK AND FRANCHISE TAXABLE BASE (1)(2)

Apportioned Capital Stock Value Compilation (expressed in thousands)............... $ 84,640,644  $98,094,135 $ 108,450,000 $ 123,400,000 $ 128,540,000 $ 137,650,000 $ 147,450,000 $157,310,000 $ 162,407,346 _$ 180,349,693
NUMBER OF FILERS BY CAPITAL STOCK/
FOREIGN FRANCHISE TAX LIABILITY RANGE (3)

$0-300.... 166,014 177,957 187,654 199,147 212,381 224,961 237,922 250,253 257,863 260,459
$301-500 6,593 7,166 5,815 6,294 7,234 7,282 7,482 7,973 8,700 9,624
$501-1,000... 9,605 10,262 11,494 12,337 12,523 12,580 12,911 13,730 14,701 15,059
$1,001-5,000. 22,606 24,645 25,983 26,701 26,440 28,484 29,532 30,487 30,799 29,068
6,936 7,506 7,804 7,152 6,883 7,139 7,440 7,519 7,410 6,995
5,641 6,017 6,190 5,783 5,219 5,348 5,603 5,876 5,674 5,174
$25,001-50,000... 2,426 2,506 2,601 2,369 2,112 2,171 2,244 2,402 2,261 2,100
$50,001-100,000.... 1,300 1,416 1,353 1,222 1,103 1,140 1,205 1,305 1,273 1,176
$100,001-250,000, 851 902 897 814 686 711 793 838 809 733
$250,001-500,000.. 282 287 303 275 253 274 263 312 284 250
$500,001-1,000,000 127 145 140 114 100 112 147 144 139 117
>$1,000,000 110 104 109 117 103 97 98 106 96 82
Total capital stock and franchise tax filers (4)(5).....ccccccoevvvvieveiiiiinnnns 222,491 238,913 250,343 262,325 275,037 290,299 305,640 320,945 330,009 330,837
Total direct capital stock and franchise tax rate.................uuvvvvvveeennnnns 12.75 mills 11.99 mills 10.99 mills 8.99 mills 7.49 mills 7.24 mills 7.24 mills 6.99 mills 5.99 mills 4.89 mills

Sources:
Information provided by the Pennsylvania Department of Revenue. The number of filers by capital stock/foreign franchise tax liability range for the 2004-2006 tax years can be found in the Statistical Supplement for the Pennsylvania Tax Compendium for 2007-08. The direct
corporate net income tax rate was obtained from the Pennsylvania Tax Compendium for December 2008. Both of these publications were obtained from the Pennsylvania Department of Revenue's website which is located at www.revenue.state.pa.us.

Notes:

(1)-Pennsylvania is one of only a few states that levy a tax on corporate net income (corporate net income tax - CNIT) as well as capital stock (capital stock/foreign franchise tax - CSFT). The capital stock tax is being phased out so that the last year for which a tax will
apply will be the 2013 tax year. This table presents the capital stock/foreign franchise apportioned tax base, as well as the number of filers associated with this tax by filing class. It also presents the statutory capital stock/foreign franchise tax rate.

(2)-The CSFT is based on a fixed formula involving net worth and average book income. This schedule shows the compilation of all reported taxable capital stock value, as reported by corporate taxpayers required to file a tax return with the Commonwealth.

(3)-Due to statutory requirements protecting taxpayer identification (confidentiality provisions), the Commonwealth can not disclose the names of the ten largest capital stock/foreign franchise tax filers. Therefore, the schedule of the number of filers by capital stock/foreign
franchise tax liability range is presented as an alternative comparison regarding the sources of the Commonwealth's capital stock/foreign franchise tax revenue. All corporate filers were required to pay a statutory minimum tax of $300 through 1998 and $200 in 1999, which
accounts for the large number of filers within the range of $0-$300. This minimum does not apply to tax years 2000 and after.

(4)-Due to the complexity and length of the tax return filing and review process, the total compilation of all reported taxable capital stock value subject to the statutory capital stock/foreign franchise tax rate was not yet available for release by the Pennsylvania Department of
Revenue for the 2007 and 2008 tax years. Therefore, tax years 1997 through 2006 are presented as an alternative comparison.

(5)-The corporate filer's tax year is defined as that period for which it must file a tax return. Though some filers have the last day of their filing year fall on December 31st, many filers have a filing year that falls on a different date (e.g. March 31st). This table presents
information based on all filers whose tax year began during the the associated calendar years.

(6)-For tax years 1997 through 2004, the amounts presented are actual. The amounts presented for the 2004 tax year may differ from the amounts presented in the same table in the Commonwealth's Comprehensive Annual Financial Report (CAFR) for the June 30, 2008 fiscal
year, since that was an estimate. For the 2005 tax year, the amounts presented are a revised estimate from what was presented in the June 30, 2008 CAFR. And for the 2006 tax year, the amounts presented are an estimate.
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Commonwealth of Pennsylvania

Debt Capacity

Table 11

Outstanding Debt and Outstanding Debt Ratios
For the Last Eight Fiscal Years Ended June 30

(Expressed in Thousands, Except Debt per Capita)

(Restated)
PRIMARY GOVERNMENT (1)(2)(3) 2002 2003 2004 2005 2006 2007 2008 2009
Governmental activities:

General obligation bonds............cccccccvvvviiiiiiiiiiininnnns $ 6,134,761 $ 7,030,618 $ 7,225,165 $ 7,150,667 $ 7,657,674 $ 8,245,673 $ 8,632,609 $ 9,150,362

Capital leases/installment purchase obligations......... 629,437 62,131 53,951 47,276 42,059 40,649 37,646 36,730

Other financing obligations..............ccevvveiieiiiinieeenes - - 100,000 90,000 82,500 76,500 70,500 67,500

Total governmental .............ccoeeeiiiiiiiiinnnnns 6,764,198 7,092,749 7,379,116 7,287,943 7,782,233 8,362,822 8,740,755 9,254,592
Business-type activities:

Capital leases/installment purchase obligations......... - - - - 28,259 17,375 5,939 -
TOTAL PRIMARY GOVERNMENT.......cccciiiiiiiieane. $ 6,764,198 $ 7,092,749 $ 7,379,116 $ 7,287,943 $ 7,810,492 $ 8,380,197 $ 8,746,694 $ 9,254,502
Debt as a Percentage of Personal Income (4)(5). 1.79% 1.83% 1.85% 1.75% 1.81% 1.81% 1.80% 1.85%
Amount of Debt per Capita (4)(5)...cccccevveveevrnnenn. $ 551 $ 577 $ 599 $ 591 $ 632 $ 676 $ 704 $ 743

Source: Statement of Net Assets, as presented in the Commonwealth's Comprehensive Annual Financial Report for the applicable fiscal year.

Notes:

(1)-This schedule presents information beginning with the 2002 fiscal year, when the Commonwealth implemented GASB Statement 34.

(2)-Each caption includes the reported current and noncurrent amounts of the outstanding debt.

(3)-Details on the Commonwealth's total outstanding debt for June 30, 2009 can be found in Note K.

(4)-See Table 15 for summarized totals for personal income and population data that were used in the calculations of these ratios. Personal income detail is presented in Table 5. As
detailed in Table 5 or 15 (as appropriate), the personal income and population data have changed in several calendar years from what was presented in those tables in the
Commonwealth's Comprehensive Annual Financial Report (CAFR) for the June 30, 2008 fiscal year. As a result, the calculated ratios based on the data from those calendar years may
differ from what was presented in this table in the June 30, 2008 CAFR.

(5)-Debt ratios use total outstanding debt which is presented by fiscal year ended June 30, while the personal income and population data used in the calculations are presented by
calendar year.




Commonwealth of Pennsylvania

Debt Capacity

Table 12

Ratios of Net General Bonded Debt Outstanding
For the Last Eight Fiscal Years Ended June 30

(Amounts in thousands) Total
3) Net “4)
2) Less: General Percentage
General Amounts Bonded of Actual (5)
(&9 Obligation Restricted to Debt Tax Per
Fiscal Year Bonds Paying Principal Outstanding Revenues Capita
2002 $ 6,134,761 $ - $ 6,134,761 29.73% $ 499
2003 7,030,618 (32,685) 6,997,933 32.49% 569
2004 7,225,165 (61,029) 7,164,136 30.76% 582
2005 7,150,667 (83,885) 7,066,782 28.30% 573
2006 7,657,674 (8,118) 7,649,556 27.84% 619
2007 8,245,673 (20,474) 8,225,199 28.71% 664
2008 8,632,609 (27,458) 8,605,151 28.60% 693
2009 9,150,362 (16,834) 9,133,528 32.94% 734
Sources:

Information was obtained from the Commonwealth's Comprehensive Annual Financial Report for
the applicable fiscal year. General obligation bonds can be found in the Statement of Net Assets,
and the tax revenues used in the percentage of actual tax revenues can be found in the Statement
of Activities.

Notes:

(1)-This schedule presents information beginning with the 2002 fiscal year, when the
Commonwealth implemented GASB Statement 34.

(2)-General obligation bonds include the reported current and noncurrent amounts.

(3)-Amounts restricted to paying principal equal the amount restricted for debt service in the
Statement of Net Assets.

(4)-The Commonwealth's general obligation bonds are expected to be repaid with general tax
revenue. Therefore, the total taxes shown in the Governmental Activities section of the Statement
of Activities is used in this calculation.

(5)-Total net general bonded debt outstanding used in the per capita calculation is presented as of
the fiscal year. The population data used in the calculation is shown in Table 15, and is as of July
1 of the applicable fiscal year. As detailed in Table 15, the population data has changed in several
calendar years from what was presented in Table 15 in the Commonwealth's Comprehensive
Annual Financial Report (CAFR) for the June 30, 2008 fiscal year. As a result, the per capita
calculation based on the data from those calendar years may differ from what was presented in
this table in the June 30, 2008 CAFR.

Commonwealth of Pennsylvania 207 Governor's Office of the Budget
www.budget.state.pa.us

WWW.pa.gov
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Commonwealth of Pennsylvania
Debt Capacity

Table 13

Computation of Legal Debt Margin

As of August 31 for the Last Ten Years

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Average annual tax
revenues deposited in the
previous five fiscal years

$ 22,097,372,526 $ 23,008,382,095 $ 23,661,031,603 $ 24,285,747,191 $ 25,091,013,830 $ 26,141,233,164 $ 27,536,515,720 $ 29,300,406,649 $ 31,088,316,012 $ 32,044,066,363

Constitutional factor . X 1.75 x 1.75 x 1.75 x 1.75 x 1.75 x 1.75 x 1.75 x 1.75 x 1.75 x 1.75
Constitutional debt limit
for debt incurred without
the approval of the electors (A).. 38,670,401,921 40,264,668,666 41,406,805,305 42,500,057,585 43,909,274,203 45,747,158,037 48,188,902,510 51,275,711,636 54,404,553,021 56,077,116,135
Less outstanding net debt
(non-electorate approved)......... 4,106,897,637 4,554,304,562 5,257,508,994 6,021,247,141 6,230,365,064 6,146,947,312 6,399,655,454 6,839,080,189 7,068,178,522 7,497,271,800
Legal debt margin (B)................ $ 34,563,504,284 $ 35,710,364,104 $ 36,149,296,311 $ 36,478,810,444 $ 37,678,909,139 $ 39,600,210,725 $ 41,789,247,056 $ 44,436,631,447 $ 47,336,374,499 $ 48,579,844,335
Total outstanding net debt applicable
to the constitutional limit as a percentage
of the constitutional limit........ 10.62% 11.31% 12.70% 14.17% 14.19% 13.44% 13.28% 13.34% 12.99% 13.37%

Source: The Governor's Office of the Budget

Notes:

(A)-The formula for the legal debt limit is contained in Article VIII, Section 7(a) of the Pennsylvania Constitution, which provides:

No debt shall be incurred by or on behalf of the Commonwealth except by law and in accordance with the provisions of this section.

(1) Debt may be incurred without limit to suppress insurrection, rehabilitate areas affected by man-made or natural disaster, or to implement unissued authority by the electors prior to the adoption of this article.

(2) The Governor, State Treasurer and Auditor General, acting jointly, may (i) issue tax anticipation notes having a maturity within the fiscal year of issue and payable exclusively from revenues received in the same fiscal year, and (i) incur debt for the purpose of
refunding other debt, if such refunding debt matures within the term of the original debt.

(3) Debt may be incurred without limit for purposes specifically itemized in the law authorizing such debt, if the question whether the debt shall be incurred has been submitted to the electors and approved by a majority of those voting on the question.

(4) Debt may be incurred without the approval of the electors for capital projects specifically itemized in a capital budget if such debt will not cause the amount of all net debt outstanding to exceed one and three-quarters times the average of the annual tax revenues
deposited in the previous five fiscal years as certified by the Auditor General. For the purposes of this subsection, debt outstanding shall not include debt incurred under clauses (1) and (2)(i), or debt incurred under clause (2)(ii) if the original debt would not be so
considered, or debt incurred under subsection (3) unless the General Assembly shall so provide in the law authorizing such debt.

(B)-Each of the above figures used in the calculation of the legal debt margin are abstracted from a certification of the Auditor General dated August 31 of the subsequent fiscal year.
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Commonwealth of Pennsylvania
Demographic and Economic

Table 14

Employment by Nonfarm Related Industry
For the Last Ten Calendar Years

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Employment by nonfarm related industry (1)(2):
Total nonfarm:
Private earnings:
Goods producing:

Natural resources and mining.............. 20,300 19,400 19,500 18,800 17,900 18,700 19,700 20,400 21,100 22,100
Construction 234,800 247,700 250,300 248,500 246,000 250,200 255,700 261,000 262,300 255,800
Manufacturing.........ccoeeeeveevviieeeeeeennnn. 864,300 864,000 821,900 759,800 712,400 690,700 679,400 670,400 659,100 644,200
Total goods producing..................... 1,119,400 1,131,100 1,091,700 1,027,100 976,300 959,600 954,800 951,800 942,500 922,100
Service providing:
Trade.....uuueeeneeeneieeieenieeerienreeeeeeereenaees 1,102,600 1,129,600 1,123,200 1,112,900 1,108,200 1,113,500 1,120,200 1,125,700 1,133,800 1,125,400
Information............... 128,900 135,900 135,600 128,400 120,600 112,200 109,500 108,200 107,500 105,400
Financial activities ..... 335,800 338,700 338,900 336,800 338,500 336,200 335,700 335,000 332,800 330,400
Professional and business services....... 595,200 612,300 613,400 605,700 610,500 638,100 660,500 685,300 705,700 709,200
Education and health services....... 905,100 918,600 940,700 965,000 980,500 999,200 1,030,000 1,054,300 1,075,100 1,100,300
Leisure and hospitality............... 441,100 449,600 455,500 466,700 471,000 477,300 484,800 491,800 499,900 504,200
Other services............... 242,400 250,400 255,200 259,300 260,100 263,700 261,600 258,400 255,800 254,500
Total service providing 3,751,100 3,835,100 3,862,500 3,874,800 3,889,400 3,940,200 4,002,300 4,058,700 4,110,600 4,129,400
Total private earnings... 4,870,500 4,966,200 4,954,200 4,901,900 4,865,700 4,899,800 4,957,100 5,010,500 5,053,100 5,051,500
Government................ 715,600 725,100 728,300 738,900 745,600 744,400 745,100 745,600 744,800 749,400
Total nonfarm.........ccoooeevviiiiiiniiniiiiinnn. 5,586,100 5,691,300 5,682,500 5,640,800 5,611,300 5,644,200 5,702,200 5,756,100 5,797,900 5,800,900

Source: Information provided by the Pennsylvania Department of Labor and Industry-Center for Workforce Information & Analysis. The information for the 2007 and 2008 calendar years was
obtained from the Center for Workforce Information & Analysis website which is located at www.paworkstats.state.pa.us/analyzer/startanalyzer.asp.

Notes:

(1)-Due to statutory requirements (confidentiality provisions), the Commonwealth can not disclose the number employed by the ten largest employers. As an alternative comparison, this schedule
presents the number employed by nonfarm related industries. The ten largest employers are nonfarm related; therefore, the number employed by those employers could be expected to fall within this
schedule. Farming related employment is not included on this schedule because most farms are not large enough to be required to provide the necessary data to the Pennsylvania Department of Labor
and Industry.

(2)-Data presented for calendar years 1999-2007 are estimates that were benchmarked to universe counts derived from administrative files of employees covered by unemployment insurance. As a
result of this benchmarking, the data provided for the 1999-2007 calendar years have changed from what was presented in this table in the Commonwealth's Comprehensive Annual Financial Report
(CAFR) for the June 30, 2008 fiscal year. The amount presented in the 2008 calendar year is a sample-based estimate that has not been benchmarked.




Commonwealth of Pennsylvania
Demographic and Economic

Table 15

Population and Per Capita Personal Income
For the Last Ten Calendar Years

Population (1) Personal Income (2) Per Capita (3)
(Expressed in thousands) (Expressed in millions) Personal Income
Pennsylvania
Calendar United Pennsylvania United Pennsylvania United percentage
Year Pennsylvania States as % of U.S. Pennsylvania States as % of U.S. Pennsylvania States above/(below) U.S.
1999 12,264 279,040 4.40% $ 347,654 $ 7,906,131 4.40% $ 28348 $ 28,333 0.05%
2000 12,285 282,172 4.35% 369,919 8,554,866 4.32% 30,111 30,318 -0.68%
2001 12,285 285,040 4.31% 377,189 8,878,830 4.25% 30,704 31,149 -1.43%
2002 12,299 287,727 4.27% 387,491 9,054,781 4.28% 31,506 31,470 0.11%
2003 12,318 290,211 4.24% 399,420 9,369,072 4.26% 32,427 32,284 0.44%
2004 12,336 292,892 4.21% 417,588 9,928,790 4.21% 33,852 33,899 -0.14%
2005 12,352 295,561 4.18% 432,040 10,476,669 4.12% 34,978 35,447 -1.32%
2006 12,388 298,363 4.15% 462,402 11,256,516 4.11% 37,326 37,728 -1.07%
2007 12,420 301,290 4.12% 485,103 11,879,836 4.08% 39,058 39,430 -0.94%
2008 12,448 304,060 4.09% 499,669 12,225,589 4.09% 40,140 40,208 -0.17%

Sources: Population data is obtained from the Regional Economic Information System, Bureau of Economic Analysis, U.S. Department of Commerce website
at http://www.bea.gov/index.htm, whose source is the U.S. Bureau of Census' April 2009 release of annual population estimates. Personal income details can
be found in Table 5.

Notes:

(1)-Population data is presented as of July 1 of the calendar year. The U.S. Bureau of Census' April 2009 release included revisions to the annual population
estimate back to the 2000 calendar year. Therefore, the totals shown may differ from what was presented in the Commonwealth's Comprehensive Annual
Financial Report (CAFR) for the June 30, 2008 fiscal year.

(2)-Personal income data is provided as of the calendar year. Calendar years 1999-2007 differ from the totals presented in the June 30, 2008 CAFR. See
Table 5 for details.

(3)-As a result of changes noted in Notes (1) and (2), the Per Capita Personal Income may differ from what was presented in the June 30, 2008 CAFR.

Commonwealth of Pennsylvania
Demographic and Economic
Table 16

Employment Information

For the Last Ten Calendar Years
(Expressed in thousands)

Pennsylvania (1) United States
PA rate
Civilian Civilian percentage
Calendar Labor Unemployment Labor Unemployment above/(below)

Year Force Employed Unemployed Rate Force Employed Unemployed Rate U.S. Rate

1999 6,078 5,810 268 4.4 139,368 133,488 5,880 4.2 4.76%
2000 6,086 5,831 255 4.2 142,583 136,891 5,692 4.0 5.00%
2001 6,168 5,874 293 4.8 143,734 136,933 6,801 4.7 2.13%
2002 6,218 5,869 349 5.6 144,863 136,485 8,378 5.8 -3.45%
2003 6,145 5,796 349 5.7 146,510 137,736 8,774 6.0 -5.00%
2004 6,197 5,860 337 5.4 147,401 139,252 8,149 5.5 -1.82%
2005 6,248 5,937 311 5.0 149,320 141,730 7,591 5.1 -1.96%
2006 6,281 5,996 285 4.5 151,428 144,427 7,001 4.6 -2.17%
2007 6,297 6,023 274 4.4 153,124 146,047 7,078 4.6 -4.35%
2008 6,395 6,051 344 5.4 154,287 145,362 8,924 5.8 -6.90%

Sources: Information was obtained from the Center for Workforce Information & Analysis, Pennsylvania Department of Labor and Industry website at
www.paworkstats.state.pa.us/analyzer/startanalyzer.asp.

Notes:
(1)-Beginning with the 2004 Calendar Year, the amounts presented for Pennsylvania may differ from the amounts presented in the same table in the June 30,
2008 CAFR, as a result of revised data provided on the Center for Workforce Information & Analysis website.

Commonwealth of Pennsylvania 210 Governor's Office of the Budget
WWW.pa.gov www.budget.state.pa.us
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Commonwealth of Pennsylvania
Operating Information
Table 17

Commonwealth Employees by Function and Agency

For the Last Ten Fiscal Years Ended June 30

Direction and supportive services
Legislative
Revenue......
Executive Offices
General Services
Auditor General
Treasurer....

Total direction and supportive services....
Protection of persons and property

COTECLIONS. ..o
State Police
Liquor Control Board..
Environmental Protection
Judiciary
Transportation...
Agriculture........
Probation and Parole Board.
Attorney General.............
Public Utility Commission..
Military and Veterans Affairs

Total protection of persons and property.............
Public education
Education.
Other..........
Total public education
Health and human services
Public Welfare..........coccviiiiiiiiiiiiciiieiicc e

Economic development
Labor and INAUSEIY........coouuuiiieeieiiie e
Community and Economic Development...

Total economic development

Transportation

Transportation
Total transportation...

Recreation and cultural enrichment
Conservation and Natural RESOUrCes..............ccvvereeennns
Game Commission
Fish and Boat Commission...
Historical and Museum Commission....

Total recreation and cultural enrichment....
Total Commonwealth Employees

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
3,018 3,040 3,095 3,161 3,206 3,268 3,336 3,339 3,346 3,327
2,454 2,519 2,421 2,382 2,272 2,322 2,377 2,385 2,374 2,254
2,521 2,569 2,611 2,513 1,986 1,962 1,990 1,966 2,012 2,004
1,267 1,338 1,319 1,313 1,242 1,255 1,295 1,305 1,251 1,244

793 799 785 770 768 736 740 711 730 708
551 543 537 524 511 497 534 565 552 492
556 602 643 361 425 379 376 327 327 281
11,160 11,410 11,411 11,024 10,410 10,419 10,648 10,598 10,592 10,310
13,707 14,421 14,612 14,323 14,384 14,826 15,301 15,441 15,722 16,139
5,564 5,648 5,673 5,705 5,790 6,039 6,191 6,272 6,249 6,193
3,941 4,032 4,146 4,205 4,407 4,580 4,772 4,704 4,835 5,031
2,965 3,022 3,016 2,938 2,836 2,831 2,890 2,799 2,793 2,786
1,940 1,962 2,048 2,031 2,100 2,102 2,140 2,130 2,136 2,141
- - - - 1,208 1,253 1,251 1,253 1,235 1,185

815 903 973 950 997 968 1,032 1,056 1,187 1,112
917 951 975 966 972 1,001 1,008 967 1,084 1,141
971 1,017 990 952 944 886 919 935 985 955
502 509 503 494 467 469 529 485 519 535

- - - - 459 489 529 517 538 529
1,110 1,139 1,170 1,310 2,012 2,025 2,106 2,088 2,085 2,014
32,432 33,604 34,106 33,874 36,576 37,469 38,668 38,647 39,368 39,761
861 908 873 852 624 672 674 665 693 578

19 22 21 20 20 18 18 18 18 16

880 930 894 872 644 690 692 683 711 594
21,575 21,480 21,115 20,189 19,773 19,769 19,655 18,786 19,082 18,399
5,480 5,557 5,841 5,821 4,431 4,370 4,462 4,277 3,960 4,740
1,964 2,053 2,106 2,262 1,939 2,015 2,060 2,095 2,128 1,965
1,305 1,347 1,399 1,444 1,404 1,429 1,524 1,465 1,511 1,490
101 107 108 104 99 109 112 107 102 98
30,425 30,544 30,569 29,820 27,646 27,692 27,813 26,730 26,783 26,692
- - - - 923 911 960 927 911 930

322 325 327 296 298 324 336 346 349 352
322 325 327 296 1,221 1,235 1,296 1,273 1,260 1,282
12,302 12,360 12,393 12,086 10,645 10,578 10,810 10,509 10,770 10,655
12,302 12,360 12,393 12,086 10,645 10,578 10,810 10,509 10,770 10,655
2,742 2,775 2,768 2,707 2,632 2,608 2,639 2,573 2,632 2,493
747 810 769 754 758 734 732 734 725 706
522 537 514 468 482 492 497 514 508 485
480 494 504 503 488 444 435 419 399 347
20 20 20 20 116 111 114 113 111 92
4,511 4,636 4,575 4,452 4,476 4,389 4,417 4,353 4,375 4,123

. 92,032 93,809 94,275 92,424 91,618 92,472 94,344 92,793 93,859 93,417

Source: Employees for the Legislature, Judiciary, Auditor General, Treasury and Attorney General were provided by the individual agency. All other agencies fall within the Governor's jurisdiction and were provided by the

Office of Administration.

Notes: Beginning with the 2004 fiscal year, employee data was available both by function and agency and is shown appropriately in the table. For the fiscal years prior to 2004 employee data was only available by agency.
For purposes of this table, the complement for fiscal years 2000 through 2003 is reported by function based on the agency's most prevalent functional activity.




A0S ed mmm

elueAjAsuuad J0 yjeamuowwo)

sn-ed-a1e1s198png mmm

198png ay3 JO 32110 S,J0UIBA0D)

(474

Commonwealth of Pennsylvania
Operating Information

Table 18

Operating Indicators by Function and Agency
For the Last Ten Fiscal Years Ended June 30

GOVERNMENTAL ACTIVITIES
Direction and supportive services:
Executive Offices
Office of the Budget
Number of INVOICES PrOCESSEA.........uvviiiiiiiiiiiieee it
Office of Inspector General-Welfare Fraud
Fraud prevention - investigations...
Fraud prevention - ineligibility determinations...
Treasury
Disbursements - checks...
Disbursements - wires,
Legislature
General and appropriation acts (1)
House/Senate bills introduced (1)....
Protection of persons and property:
Corrections
Inmates (2)
Inmates enrolled in academic educational programs (2).
Environmental Protection
Permits or authorizations required by regulated entities...............c.c.e....
INSPECtionS COMPIETEA .....ccoiiieiiiieiiiiiiee et
Revenue
Personal Income Tax:
Total - €leCtrONIC. .......eeveiiee i
TOTAI = PAPET ..ttt ittt e e e e e e e et aeeean
Total personal income tax returns ProCeSSed..........ouvevveeerreerireeerireennnens
State Police
Traffic CItations ISSUEM..........eiirieiiie it
Criminal arrests for crimes against persons or property (3)......cccccccvvveeenn.
Background Checks:
Firearms checks conducted for the purchase of a firearm
Criminal history checks for employment purposes
Judiciary
Caseload (cases filed/reopened/appeals) (2)........cocveeeueeerveenineenieeaenen.
Public education:
Education
PreK-12 EDUCATION (BASIC EDUCATION):
Public school enrollment (PreK-12) (4)......eeeeveeriieenieeeiceeeee e
HIGHER EDUCATION:

Full-Time Equivalent Enrollments at State-Supported Institutions of Higher Education:

State System of Higher EJUCAtION. ..........coouuiiiiiiiiiiiiiieeeeeeeee e
CommMUNItY COBGES......eeemiriiiiiieiiee ettt
State-Related Universities..
Non-State Related Universities and Colleges...........cccevveeinieeriineennenn.
Health and human services:
Aging
Comprehensive PACE/PACENET Program:
Older Pennsylvanians enrolled (average)...........ccccuveeuveerieeanreesieneenenne
Total Prescriptions PO YEAI.......ccciiiuuriieeiiiiiieeee et e e e
PACE Needs Enhancement Tier (PACENET):
Older Pennsylvanians enrolled (average)
Total prescriptions per year.
Health
Vital events (births, deaths, fetal deaths) registered and processed (5).....
Total number of encounters by State Health Care Centers
Public Welfare
MEDICAL ASSISTANCE
Persons participating in Medical Assistance (monthly average)..................

2000 2001 2002 2003 2004 2005 2006 2007 2008(8) 2009(8)
N/A N/A N/A N/A N/A N/A N/A N/A 1,471,951 1,538,004
N/A N/A N/A N/A N/A 21,073 22,051 20,582 21,392 22,000
N/A N/A N/A N/A N/A 10,898 11,500 10,793 10,762 11,000
6,317,110 8,454,206 5,831,568 6,012,497 5,217,339 5,000,249 4,838,121 4,515,966 3,940,624 3,861,811
3,628,047 3,947,535 4,269,328 4,571,640 5,355,924 6,047,788 6,484,759 6,694,219 6,791,988 6,870,800
291 N/A 433 N/A 385 N/A 364 N/A 294 N/A
4,481 N/A 4,613 N/A 4,242 N/A 4,450 N/A 4,445 N/A
36,384 36,810 37,995 40,090 40,817 40,965 42,446 44,365 46,028 49,307
9,162 10,357 10,600 11,286 11,749 11,680 13,457 14,453 15,017 15,307
N/A N/A N/A N/A 199,084 206,068 234,179 229,719 230,000 230,000
N/A N/A N/A N/A 100,042 104,237 82,392 76,000 80,000 80,000
N/A N/A N/A N/A 2,272,861 2,520,663 2,813,228 3,040,325 3,347,123 3,175,000
N/A N/A N/A N/A 3,494,305 3,288,166 3,994,634 2,076,124 3,239,502 2,775,000
5,707,558 5,895,045 5,901,402 5,862,231 5,767,166 5,808,829 6,807,862 5,116,449 6,586,625 5,950,000
449,430 484,749 503,352 484,602 438,328 451,160 479,086 506,844 500,820 507,900
11,534 12,288 12,600 12,122 12,030 13,024 14,054 12,912 12,003 13,600
N/A N/A N/A N/A 10,406 514,287 512,686 503,013 505,500 508,100
N/A N/A N/A N/A 964,507 1,074,325 1,183,426 1,157,483 979,867 1,276,100
3,581,305 3,709,824 3,813,843 3,789,239 3,598,042 3,790,068 3,783,987 3,816,270 3,768,167 3,878,918
1,816,716 1,814,311 1,821,627 1,816,747 1,821,146 1,828,089 1,830,684 1,810,430 1,797,520 1,785,190
89,010 89,924 93,520 96,235 95,523 98,657 100,392 102,445 103,356 104,677
64,394 67,030 75,088 80,874 86,935 88,494 88,150 91,161 92,526 94,795
130,805 133,200 136,581 140,375 140,806 140,697 139,894 144,993 148,272 148,721
36,626 38,199 39,399 39,741 41,678 43,106 43,662 48,078 48,607 49,300
240,298 232,372 230,949 223,119 242,755 290,482 306,138 390,207 313,643 321,664
9,530,401 9,744,249 10,228,661 10,672,686 10,888,090 12,794,090 13,253,256 13,025,489 11,173,934 12,146,011
397,495 390,134 328,033 272,860 274,664 273,432 274,105 275,261 280,928 276,000
N/A N/A N/A N/A N/A N/A 375,240 511,736 550,083 555,584
1,409,095 1,433,228 1,476,708 1,533,024 1,621,901 1,747,615 1,833,760 1,883,235 1,907,396 1,960,514
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Table 18

Operating Indicators by Function and Agency
For the Last Ten Fiscal Years Ended June 30

2000 2001 2002 2003 2004 2005 2006 2007 2008(8) 2009(8)
Persons receiving cash assistance (monthly average)..........cccccceevuveennnenne 272,990 242,214 229,660 225,396 250,581 278,474 278,496 250,687 225,846 219,414
Children participating in subsidized child care (unduplicated).................... N/A N/A N/A 182,102 185,971 195,211 200,650 212,112 239,550 246,580
Total persons provided mental health services (6).........ccccocveercveernneeninnes 200,732 203,812 207,269 202,460 208,345 398,590 418,749 517,440 525,991 530,502
Persons receiving Mental Retardation services during fiscal year (7).......... 74,000 76,988 82,220 85,000 89,985 72,538 45,414 50,139 51,375 52,471
Economic development:
Community and Economic Development
Jobs pledged to be created in Business and Technology Development...... N/A N/A N/A N/A 63,870 78,500 154,951 155,912 77,002 67,425
Jobs retained in Business and Technology Development................ . N/A N/A N/A N/A 54,209 108,864 92,768 126,479 105,582 107,100
Businesses assisted in Business and Technology Development 2,662 2,739 8,243 9,113 22,305 19,781 16,215 18,454 15,805 16,487
Local Governments assisted.............icvvviiiiiiiiic i 675 420 475 594 766 711 1,265 764 1,185 750
Persons participating in Community Services Block Grant..............cccceeue.. 244,844 243,497 272,983 270,006 324,436 339,564 339,564 339,564 348,829 353,000
Labor and Industry
Total public health and safety inspections performed... 131,365 135,590 135,567 134,352 122,584 117,056 82,123 80,408 75,223 81,000
Total Vocational Rehabilitation Caseload 78,138 77,622 81,391 83,696 82,262 86,814 84,619 83,241 92,249 83,250
Transportation:
Transportation
Miles of State maintained highways.............cccereeriereeneeneeneee s 40,101 40,051 39,935 39,906 39,893 39,890 39,890 39,843 39,872 39,847
Passengers carried by State-assisted operators (millions annually)............ 294 310 302 302 304 310 401 390 427 429
Safety and EMISSIONS INSPECHIONS. ......ccueirueerueerieeieeieeie e seeesieeneeens 12,641,070 13,603,449 13,589,000 13,617,103 15,000,000 17,100,000 17,388,858 17,470,970 17,470,125 17,670,000
Registrations:
Registrations-Total New and Renewed 10,015,000 10,052,000 9,825,000 10,099,000 9,978,000 10,017,000 9,864,461 9,708,974 9,724,462 9,651,758
Licensed drivers-Total New and Renewed. 2,284,900 2,320,900 2,130,859 2,302,100 2,476,213 2,377,057 2,345,311 2,274,866 2,432,976 2,420,000
Recreation and cultural enrichment:
Conservation and Natural Resources
State park attendance (visitor days per calendar year)..........c.cccoevereeniens 36,712,000 36,438,000 36,627,000 36,031,000 34,692,000 35,095,476 36,295,873 35,800,000 33,200,000 33,500,000
Fish and Boat Commission
FiShing lICENSES SOIT.......ceiueiiieiieieeie ettt 934,723 953,032 935,845 907,313 909,053 834,877 843,302 864,416 905,806 900,000
Game Commission
HUNEING ICENSES SOIU. ...ttt 1,033,315 1,038,846 1,047,820 1,017,154 1,018,248 1,007,613 964,158 945,892 924,448 925,000
Historical and Museum Commission
Records maintained by the State Records Center (in thousands)............... N/A N/A N/A N/A 709,821 726,747 753,354 791,553 812,175 811,000
Annual visits to commission historical sites and museums (in thousands).. 1,273 1,295 1,406 1,517 1,528 1,477 1,516 1,420 1,450 1,425
BUSINESS-TYPE ACTIVITIES
Labor and Industry
Number of new unemployment compensation claims............ccceceeevveennnes 1,036,558 983,951 1,309,511 1,314,267 1,341,118 1,177,499 1,148,256 1,176,669 1,250,506 1,445,344

Sources: Governor's Office of the Budget, Comptroller Offices, various agencies
Notes:

(2)-Amounts are presented as of December 31.
(3)-Arrests per 100,000 population in State Police jurisdiction areas.
(4)-PreK enroliment is not included through the 2003 fiscal year.

(5)-The decrease in Vital Events from 2001 to 2002 is due to Act 82 of 2001, which eliminated some requirements for the processing of marriage and divorce records.
(6)-Beginning with the 2005 fiscal year, this amount was revised to include individuals receiving services from community mental health funds, Medical Assistance expenditures, and BHSI funds.
(7)-Beginning with the 2005 fiscal year, this amount was revised to remove those receiving Early Intervention services.
(8)-For the 2009 fiscal year, a majority of the indicators presented are estimates. For the 2008 fiscal year, the amounts that were presented as estimates in the Commonwealth's Comprehensive Annual Financial Report (CAFR) for the
June 30, 2008 fiscal year have been revised. Therefore, the amounts shown may differ from what was presented in the June 30, 2008 CAFR.

(1)-Legislation acts and bills are presented per the Legislature's two-year session. Amounts presented for the 2007-2008 session are not final, since the session has yet to be completed.
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Table 19

Capital Asset Information by Function and Agency
For the Last Ten Fiscal Years Ended June 30

GOVERNMENTAL ACTIVITIES

Direction and Supportive Services
Department of General Services
Number of buildings (1)
Total pieces of machinery and equipment (2).............ccouue...
Capital and Agency projects in design and/or construction (3).
Vehicles in fleet.
Protection of persons and property
Department of Corrections
State Correctional INStLULIONS (4).....cceeevveiieeeiiiiiee e
State Police
Patrol vehicles
Police stations and/or troop headquarters (4)....
Department of Military and Veterans Affairs
NUMbBEr Of @rMOTFIES. .......eviiiiiiiiiiiii e
Public education
State System of Higher Education (SSHE)-Component Unit (5)
Number of SSHE universities using Commonwealth owned buildings and land
Health and human services
Department of Public Welfare
Total number of hospital or treatment center complexes (1)(4).......ccccceeeene..
Transportation
Department of Transportation
Total pieces Of EQUIPMENT...........covuuiiee e e e
Total lane miles of highways (state or locally maintained)...........cc.ccceevvvunnnn..
Recreational and cultural enrichment
Department of Conservation and Natural Resources
Acres of land in state parks and forests (in millions)............cceeeveviviieieeerennnn.
Game Commission
Acres of game lands (in millions)....
Fish Commission
Public boat launches
Total number of fish hatcheries....
Historical and Museum Commission
Museums and hiStOriC SITES........ccciiiiiiiiiiiiiiiiiiii e
Economic Development
Department of Labor and Industry
Square footage of rehabilitation centers owned by the Commonwealth..........

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
33 33 33 36 36 36 85 85 87 85

71 80 48 164 137 137 137 139 133 148

422 426 367 389 375 500 409 440 385 425

N/A N/A N/A N/A N/A 16,544 16,337 16,384 16,307 16,307

25 25 26 26 26 27 26 26 27 27
2,009 2,199 2,215 2,207 2,188 2,282 2,316 2,173 2,189 2,189
20 20 20 20 21 23 23 23 23 24

9 97 97 97 96 117 117 117 117 117

14 14 14 14 14 14 14 14 14 14

23 22 22 22 22 21 19 19 19 18

N/A 25,211 20,434 21,281 21,256 20,858 20,434 22,000 25,000 23,041
115,677 115,939 116,282 116,570 115,402 116,055 116,100 116,716 116,998 117,233
2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4 2.4

1.36 1.36 1.41 1.41 1.40 1.40 1.40 1.40 1.40 1.40
N/A N/A N/A N/A N/A N/A 178 153 153 271

15 15 15 15 15 15 15 15 15 15

28 26 26 26 26 26 25 25 25 25
444,035 444,035 444,035 444,035 444,035 444,035 444,035 444,035 444,035 444,035

Notes:

Services (increasing the reported number of buildings).

improvements, etc.).

Sources: Governor's Office of the Budget, Comptroller Offices and various agencies.

(5)-The State System of Higher Education (SSHE) is a discretely presented component unit.

(2)-Beginning with the 2003 fiscal year, the reported machinery and equipment includes assets that were depreciated in full.
(3)-For the 2009 fiscal year, the amount presented is an estimate. For the 2008 fiscal year, the estimated amount has been revised. Therefore, the amount shown may differ from what was presented in the June 30, 2008 CAFR.
(4)-State Correctional Institutions, police station/troop headquarters and hospital/treatment center complexes include nondepreciable capital assets (e.g. land) and depreciable assets (e.g. machinery and equipment, buildings,

(1)-Beginning with the 2006 fiscal year, the control of the Harrisburg State Hospital was transferred from the Department of Public Welfare (reducing the reported number of hospital complexes) to the Department of General

However, each of its universities uses land, buildings, and improvements which were purchased by the Commonwealth and are still
reported as governmental activities capital assets in the Commonwealth's Statement of Net Assets. See Note A in the Notes to the Financial Statements for a detailed description of this relationship.
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