OFFICIAL NOTICE OF BOND SALE
and
PRELIMINARY OFFICIAL STATEMENT

State of Utah,
State Building Ownership Authority

$5,250,000* Lease Revenue Bonds
(State Facilities Master Lease Program), Series 2011
payable from lease payments to be made, subject to annual

appropriation, by the
State of Utah

pursuant to a State Facilities Master Lease Agreement,
as amended and supplemented

Electronic bids will be received up to 9:30:00 A.M., Mountain
Daylight Time, via the PARITY® electronic bid submission
system, on Wednesday, October 5, 2011.

* Preliminary; subject to change.
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Official Notice of Bond Sale

(Bond Sale to be Conducted Electronically)

State of Utah
State Building Ownership Authority

$5,250,000" Lease Revenue Bonds
(State Facilities Master Lease Program), Series 2011

Bids will be received electronically (as described under “Procedures Regarding Electronic Bidding”
below) by the State of Utah, State Building Ownership Authority (the “Authority”) on the PARITY® elec-
tronic bid submission system at 9:30 a.m., M.D.T., on Wednesday, October 5, 2011, for the purchase (all
or none) of $5,250,000" State of Utah, State Building Ownership Authority Lease Revenue Bonds (State
Facilities Master Lease Program) Series 2011 (the “2011 Bonds™), to be issued pursuant to an Indenture
of Trust, Assignment of State Facilities Master Lease Agreement and Security Agreement dated as of
September 1, 1994, as supplemented and amended (as so supplemented and amended, the “Indenture”),
between the Authority and the Trustee (described herein), and to be payable from, and secured by, Base
Rentals to be paid by the State of Utah (the “State™), acting through its Department of Administrative
Services, Division of Facilities Construction and Management (the “Lessee”), pursuant to an annually
renewable State Facilities Master Lease Agreement dated as of September 1, 1994, as supplemented and
amended (as so supplemented and amended, the “Master Lease”), between the Authority (as lessor) and
the Lessee, as more fully described under “Security” herein. The bids will be publicly reviewed and con-
sidered in public session held by the Authority on Wednesday, October 5, 2011, at 4:00 p.m., M.D.T., in
the State Treasurer’s Conference Room, State Capitol Building, in Salt Lake City, Utah.

The 2011 Bonds are being issued pursuant to the provisions of the State Building Ownership Authori-
ty Act, Title 63B, Chapter 1, Part 3, Utah Code Annotated 1953 as amended (“Utah Code”), and Section
63B-20-102, Utah Code; a resolution of the Authority adopted on April 18, 2011 (the “Parameters Reso-
lution”) and a resolution to be adopted by the Authority on October 5, 2011 (the “Bond Resolution,” and
collectively with the Parameters Resolution, the “Resolutions™), which provide for the issuance of the
2011 Bonds; and other applicable provisions of law.

The 2011 Bonds are more fully described in the Authority’s Preliminary Official Statement with re-
spect to the 2011 Bonds dated September 23, 2011 (the “Preliminary Official Statement”).

(The remainder of this page has been intentionally left blank.)

* Preliminary; subject to change. See caption “Adjustment of Principal Amount of Bonds” in this Official Notice of
Bond Sale.



Description of the 2011 Bonds

The 2011 Bonds will be dated their date of delivery and will mature serially on May 15 of each of the
years (except as otherwise described under the caption “Term Bonds and Mandatory Sinking Fund Re-
demption at Bidder’s Option” herein) and in the amounts as follows:

Maturity Maturity

(May 15) Amount” (May 15) Amount*
2012 $210,000 2022 $445,000
2013 355,000 2023 465,000
2014 360,000 2024 70,000
2015 370,000 2025 75,000
2016 375,000 2026 75,000
2017 385,000 2027 80,000
2018 390,000 2028 80,000
2019 405,000 2029 85,000
2020 415,000 2030 90,000
2021 425,000 2031 95,000

TOT AL ettt neas $5,250,000*

The 2011 Bonds will be issued in registered form and, when issued, will be registered in the name of
The Depository Trust Company, New York, New York, or its nominee. The Depository Trust Company
will act as securities depository for the 2011 Bonds. Purchases of beneficial interests in the 2011 Bonds
will be made in book—entry form in the denomination of $5,000 or any whole multiple thereof.

Adjustment of Principal Amount of 2011 Bonds

The Authority reserves the right, following determination of the best bid(s), to reduce or increase the
principal amount of each maturity of the 2011 Bonds by the amount necessary to properly size the issue
so that proceeds available to the Authority will be approximately $5,350,000. The dollar amount of the
price bid (i.e., par plus any premium bid) by the successful bidder may be changed as described below,
but the interest rates specified by the successful bidder for all maturities will not change. A successful
bidder may not withdraw its bid as a result of any changes made within these limits and the Authority will
consider the bid as having been made for the adjusted amount of the 2011 Bonds. The dollar amount of
the price bid will be changed so that the percentage net compensation to the successful bidder (i.e., the
percentage resulting from dividing (i) the aggregate difference between the offering price of the
2011 Bonds to the public and the price to be paid to the Authority (excluding accrued interest, if any), by
(ii) the principal amount of the 2011 Bonds) does not increase or decrease from what it would have been
if no adjustment was made to the principal amounts shown in this Official Notice of Bond Sale. The Au-
thority expects to advise the successful bidder as soon as possible, but expects no later than 11:00 a.m.,
M.D.T., on the date of sale, of the changes to the principal amount of the 2011 Bonds maturing on one or
more of the above—designated maturity dates for the 2011 Bonds. Any such adjustment will be in an
amount of $5,000 or a whole multiple thereof.

To facilitate any adjustment in the principal amounts, the successful bidder(s) is required to indicate
by facsimile transmission to Zions Bank Public Finance, the Financial Advisor to the Authority (the “Fi-
nancial Advisor”) at fax number 801.844.4484 within one—half hour of the time of bid opening, the
amount of any original issue discount or premium on each maturity of the 2011 Bonds and the amount

* Preliminary; subject to change.



received from the sale of the 2011 Bonds to the public that will be retained by the successful bidder(s) as
its compensation.

Term Bonds and Mandatory Sinking Fund Redemption at Bidder’s Option

The 2011 Bonds scheduled to mature on one or more of the above—designated maturity dates may be
rescheduled, at bidder’s option, to mature as term bonds on one or more dates within that period, in which
event the 2011 Bonds will mature and be subject to mandatory sinking fund redemption in such amounts
and on such dates as will correspond to the above—designated maturity dates and principal amounts (as
adjusted as described above) maturing on those dates.
Purchase Price

The purchase price to be bid for the 2011 Bonds (the “Purchase Price™) shall not be less than the prin-
cipal amount of the 2011 Bonds ($5,250,000).

Possible Rejection of All Bids for 2011 Bonds

As described below under “Sale Reservations,” the Authority reserves the right to reject any and all
bids and to resell the 2011 Bonds.

Interest Rate

Bidders must specify the rate of interest with respect to each maturity of the 2011 Bonds. Bidders will
be permitted to bid different rates of interest for each separate maturity of 2011 Bonds but:

(@) the highest interest rate bid for any of the 2011 Bonds shall not exceed five percent (5.0%)
per annum;

(b) the difference between the highest interest rate bid for a maturity of the 2011 Bonds and the
lowest interest rate bid for a maturity of the 2011 Bonds cannot exceed three percent (3.0%).

(c) each interest rate specified in any bid must be in a multiple of one—eighth or one—twentieth of
one percent (1/8" or 1/20™ of 1%) per annum;

(d) all 2011 Bonds of the same maturity must bear the same rate of interest;

(e) interest shall be computed from the dated date of the 2011 Bonds to the stated maturity dates
at the interest rates specified in the bid for each maturity of the 2011 Bonds;

(f) the Purchase Price must be paid in Federal Reserve Bank funds and no bid will be accepted
that contemplates the cancellation of any interest or the waiver of interest or other concession by the
bidder as a substitute for Federal Reserve Bank funds;

(g) any premium must be paid in the funds specified for the payment of the 2011 Bonds as part
of the purchase price;

(h) there shall be no supplemental interest coupons;
(i) azero percent (0%) rate may not be used; and

(j) interest shall be computed on the basis of a 360-day year of twelve 30—day months.

) Preliminary; subject to change.



Interest will be payable semiannually on May 15 and November 15 of each year, commencing
May 15, 2012.

Ratings

The Authority will, at its own expense, pay fees of Moody’s Investors Service and Standard & Poor’s
Ratings Group for rating the 2011 Bonds. Any additional ratings shall be at the option and expense of the
bidder.

Trustee, Bond Registrar and Paying Agent; Place of Payment

Wells Fargo Bank, N.A., Denver, Colorado, will be the trustee (the “Trustee”), paying agent and bond
registrar for the 2011 Bonds. The Authority may remove any trustee, paying agent or bond registrar, and
any successor thereto, and appoint a successor or successors thereto. Principal of and premium, if any, on
the 2011 Bonds will be payable when due to the registered owner of each 2011 Bond upon presentation
and surrender thereof at the principal corporate trust office of the paying agent at maturity or upon re-
demption prior to maturity. Payment of interest on each 2011 Bond will be made to the person who, as of
the record date, is the registered owner of the 2011 Bond and shall be made by check or draft mailed to
the person who, as of the record date, is the registered owner of the 2011 Bond, at the address of such reg-
istered owner as it appears on the registration books of the Authority kept by the bond registrar.

Redemption Provisions

Optional Redemption. The 2011 Bonds maturing on or before May 15, 2021, are not subject to re-
demption prior to maturity, except as otherwise described under this caption “Redemption Provisions.”
The 2011 Bonds maturing on or after May 15, 2022, are subject to redemption (i) in whole on any busi-
ness day on or after November 15, 2021, in the event that the Lessee exercises its option pursuant to the
Master Lease to purchase all the Leased Property thereunder or (ii) in part on November 15, 2021, or on
any date thereafter from such maturities or portions thereof designated by the Lessee in the event that the
Lessee prepays additional Base Rentals pursuant to the Master Lease or purchases a portion of the Leased
Property representing separate Facilities pursuant to the Master Lease, all as provided in the Indenture. If
called for redemption as described in this paragraph, the 2011 Bonds to be redeemed, in whole or in part,
shall be redeemed at a redemption price, expressed as a percentage of the principal amount of the
2011 Bonds to be redeemed, equal to 100% of the principal amount thereof plus accrued interest thereon
to the date fixed for redemption.

Mandatory Sinking Fund Redemption. The 2011 Bonds scheduled to mature on any of the above—
designated maturity dates may be subject to mandatory sinking fund redemption at bidder’s option under
the circumstances described under “Term Bonds and Mandatory Sinking Fund Redemption at Bidder’s
Option” above.

Extraordinary Optional Redemption in the Event of Damage, Destruction or Condemnation. The 2011
Bonds shall be subject to redemption prior to maturity in whole or in part from time to time, from such
maturities or portions thereof designated by the Lessee, on such date or dates as the Trustee shall deter-
mine as provided in the Indenture, at a redemption price equal to 100% of the principal amount to be re-
deemed, together with accrued interest thereon to the redemption date, but without premium, in the event
that (i) any of the Facilities are damaged or destroyed, in whole or in part, or the Leased Property or any
portion thereof is taken in a condemnation or other proceeding, or certain events occur with respect to the
title to the Leased Property or construction defects in any of the Facilities as described in the Master
Lease, (ii) the Net Proceeds of any insurance policy, performance bond or condemnation award, or the
Net Proceeds received as a consequence of defaults under any Project Contract (excluding liquidated
damages), plus all amounts required to be paid as deductibles thereunder, made available by reason of one
or more such occurrences, and any other legally available moneys, shall be insufficient to pay in full the
cost of rebuilding, replacing or repairing the Leased Property and (iii) the Lessee elects, pursuant to the
Master Lease, to waive its obligation to rebuild, repair or replace the affected portion of the Leased Prop-




erty by depositing such Net Proceeds into the Redemption Fund under the Indenture for application to the
redemption of the then outstanding 2011 Bonds in accordance with the Master Lease and the Indenture
and provides written notice of such election to the Trustee and the Authority. If the 2011 Bonds are called
for extraordinary optional redemption, the 2011 Bonds to be redeemed will be redeemed on such date or
dates as the Trustee may determine to be in the best interests of the Owners of the 2011 Bonds.

Security

The principal of, and premium (if any) and interest on, the 2011 Bonds are payable from, and secured
by, annually renewable Base Rentals to be paid by the Lessee pursuant to the Master Lease, subject to
annual appropriation by the State Legislature of amounts sufficient to pay such Base Rentals and certain
other amounts payable under the Master Lease. The 2011 Bonds are also payable from certain funds and
accounts held under the Indenture.

The obligation of the Lessee to pay Base Rentals and other amounts under the Master Lease is
annually renewable as provided therein. Neither the obligation of the Lessee to make such pay-
ments nor the 2011 Bonds will constitute a debt of the Authority, the Lessee or any political subdi-
vision of the State. Neither the issuance of the 2011 Bonds nor the execution and delivery of the
Master Lease directly or contingently obligate the Lessee or any political subdivision of the State to
appropriate any money to pay Rentals under the Master Lease or to pay any Rentals beyond those
appropriated for the then current fiscal year of the State. The 2011 Bonds do not constitute an in-
debtedness within the meaning of any State constitutional or statutory debt limitation or restric-
tion.

Award

Award or rejection of bids will be made at the Wednesday, October 5, 2011 meeting of the Authority
referred to above. The 2011 Bonds will be awarded to the responsible bidder offering to pay the lowest
effective interest cost to the Authority for the 2011 Bonds, computed from the date of the 2011 Bonds to
maturity and taking into consideration the premium, if any, in the purchase price of the 2011 Bonds. The
effective interest rate to the Authority shall be the interest rate per annum (based upon a 360—day year)
determined on a per annum true interest cost (“TIC”) based on the discounting of the scheduled semian-
nual debt service payments of the Authority on the 2011 Bonds (based on such rate or rates of interest so
bid) to the dated date of the 2011 Bonds, compounded semiannually, and to the bid price, excluding ac-
crued interest to the date of delivery.

Procedures Regarding Electronic Bidding:

Bids will be received by means of the PARITY® electronic bid submission system in accordance with
the following procedure:

PARITY®

A prospective bidder who intends to use PARITY® must communicate its bid electronically on or be-
fore 9:30 a.m., M.D.T., on Wednesday, October 5, 2011. No bid will be received after the time for receiv-
ing bids specified above. To the extent any instructions or directions set forth in PARITY® conflict with
this Official Notice of Bond Sale, the terms of this Official Notice of Bond Sale shall control. For further
information about PARITY®, potential bidders may contact the Financial Advisor or i-Deal LLC at
1359 Broadway, New York, New York 10018, telephone 212.849.5021.

For purposes of PARITY®, the time as maintained by PARITY® shall constitute the official time.
Each qualified prospective bidder shall be solely responsible to make necessary arrangements

to access PARITY® for purposes of submitting its bid in a timely manner and in compliance with the
requirements of this Official Notice of Bond Sale. Neither the Financial Advisor, the Authority nor



i-Deal LLC shall have any duty or obligation to provide or assure such access to any qualified
prospective bidder, and neither the Financial Advisor, the Authority nor i-Deal LLC shall be re-
sponsible for proper operation of, or have any liability for any delays or interruptions of, or any
damages caused by, PARITY®. The Authority is using PARITY® as a communication mechanism,
and not as the Authority’s agent, to conduct the electronic bidding for the 2011 Bonds.

Notification

The Authority will notify the apparent successful bidder, as soon as possible after the Authority’s re-
ceipt of bids for the 2011 Bonds, that such bidder’s bid appears to be the lowest and best bid received
which conforms to the requirements of this Official Notice of Bond Sale, subject to verification and to
official action to be taken at the Authority’s meeting as described in the next succeeding paragraph.

The award of the 2011 Bonds to the respective successful bidder will be considered at the Authority
meeting to be held beginning at 4:00 p.m., M.D.T., on Wednesday, October 5, 2011.

Form of Bid

Each bidder is required to transmit electronically via PARITY® an unconditional bid specifying the
lowest rate or rates of interest and confirm the Purchase Price at which the bidder will purchase the
2011 Bonds. Each bid must be for all the 2011 Bonds herein offered for sale.

For information purposes only, bidders are requested to state in their bids the effective interest rate for
the 2011 Bonds represented on a TIC basis, as described under “Award” below, represented by the rate or
rates of interest and the bid price specified in their respective bids.

No bids will be accepted in written form, by facsimile transmission or in any other medium or on any
system other than by means of PARITY®; provided, however, that in the event a prospective bidder cannot
access PARITY®, as applicable, through no fault of its own, it may so notify the State Treasurer by tele-
phone at 801.538.1042. Thereafter, it may submit its bid by telephone to the State Treasurer at
801.538.1042, who shall transcribe such bid into written form, or by facsimile transmission to the office
of the State Treasurer at 801.538.1465, in either case before 9:30 a.m., M.D.T., on Wednesday, Octo-
ber 5, 2011. For purposes of bids submitted telephonically to the office of the State Treasurer or by facsi-
mile transmission, the time as maintained by PARITY® shall constitute the official time. Each bid submit-
ted as provided in the second preceding sentence must specify the interest rate or rates for the 2011 Bonds
and the total purchase price of all of the 2011 Bonds. The State Treasurer will seal transcribed telephonic
bids and facsimile transmission bids for submission. Neither the Authority nor the State Treasurer as-
sumes any responsibility or liability for the failure of any such transcribed telephonic bid or facsimile
transmission (whether such failure arises from equipment failure, unavailability of phone lines or other-
wise). No bid will be received after the time for receiving such bids specified above.

If requested by the Financial Advisor, the apparent successful bidder will provide written confirma-
tion of its bid (by facsimile transmission) to the Financial Advisor prior to 2:00 p.m., M.D.T., on
Wednesday, October 5, 2011.

Issue Price

In order to enable the Authority to comply with certain requirements of the Internal Revenue Code of
1986, as amended (the “Code”), the successful bidder will be required to provide to the Authority at the
time of the delivery of the 2011 Bonds a certificate as to the “issue price” of the 2011 Bonds. Each bidder,
by transmitting its bid, agrees to complete, execute and deliver such certificate, in form and substance
satisfactory to Bond Counsel, by the date of delivery of the 2011 Bonds, if its bid is accepted by the Au-
thority. It will be the responsibility of the successful bidder to institute such syndicate reporting require-
ments, to make such investigation or otherwise to ascertain the facts necessary to make such certification.
Any questions potential bidders might have regarding the certification required by Bond Counsel should



be directed to Blake Wade at 801.531.3031 (wadeb@ballardspahr.com) or Randy Larsen at 801.531.3079
(larsen@ballardspahr.com). A form of the required certification is attached hereto as Exhibit A.

Good Faith Deposit

A good faith deposit (the “Deposit”) in the amount of $50,000 is required only from the successful
bidder. The Deposit shall be payable to the order of the Authority in the form of a wire transfer in federal
funds as instructed by the Financial Advisor no later than 2:00 p.m., M.D.T., on Wednesday, October 5,
2011. As an alternative to wiring funds, a bidder may deliver a cashier’s or certified check, payable to the
order of the Authority, with its bid. If a check is used, it must precede each bid. Such check shall be
promptly returned to its respective bidder whose bid is not accepted.

The Authority shall, as security for the faithful performance by the successful bidder of its obligation
to take up and pay for the 2011 Bonds when tendered, cash the Deposit check, if applicable, of the suc-
cessful bidder and hold the proceeds of the Deposit of the successful bidder or invest the same (at the Au-
thority’s risk) in obligations that mature at or before the delivery of the 2011 Bonds as described under
the caption “Delivery and Payment” below, until disposed of as follows: (a) at such delivery of the
2011 Bonds and upon compliance with the successful bidder’s obligation to take up and pay for the
2011 Bonds, the full amount of the Deposit held by the Authority, without adjustment for interest, shall
be applied toward the purchase price of the 2011 Bonds at that time and the full amount of any interest
earnings thereon shall be retained by the Authority; and (b) if the successful bidder fails to take up and
pay for the 2011 Bonds, when tendered, the full amount of the Deposit plus any interest earnings thereon
will be forfeited to the Authority as liquidated damages.

Sale Reservations

The Authority reserves the right: (a) to waive any irregularity or informality in any bid or in the elec-
tronic bidding process; (b) to reject any and all bids for the 2011 Bonds; and (c) to resell the 2011 Bonds
as provided by law.

Prompt Award

The Authority will take action awarding the 2011 Bonds or rejecting all bids not later than ten (10)
hours after the expiration of the time herein prescribed for the receipt of bids, unless such award is waived
by the successful bidder.

Delivery and Payment

Delivery of the 2011 Bonds will be made to the successful bidder in book—entry form, on or about
Tuesday, October 25, 2011. Closing documentation will be delivered in Salt Lake City, Utah, except that
the successful bidder may, at its option and expense, designate some other place for such delivery. At
least seven days’ prior notice of the time of delivery will be given to the successful bidder. Payment for
the 2011 Bonds must be made in Federal Reserve Bank funds or other funds immediately available to the
Authority in Salt Lake City, Utah, on the date of delivery. Any expense incurred in providing immediate
funds, whether by transfer of Federal Reserve Bank funds or otherwise, shall be borne by the successful
bidder.

CUSIP Numbers

It is anticipated that CUSIP identification numbers will be printed on the 2011 Bonds, but neither the
failure to print such numbers on any 2011 Bond nor any error with respect thereto shall constitute cause
for a failure or refusal by the successful bidder thereof to accept delivery of and pay for the 2011 Bonds in
accordance with the terms of its bid. All expenses in relation to the providing of CUSIP numbers for the
2011 Bonds shall be paid for by the Authority.



Tax—Exempt Status

Federal Income Tax. In the opinion of Ballard Spahr LLP, Bond Counsel to the Authority, interest on
the 2011 Bonds is excludable from gross income for purposes of federal income tax under existing laws
as enacted and construed on the date of initial delivery of the 2011 Bonds, assuming the accuracy of the
certifications of the State and the Authority and continuing compliance by the State and the Authority
with the requirements of the Code. Interest on the 2011 Bonds is not an item of tax preference for purpos-
es of either individual or corporate federal alternative minimum tax; however, interest on 2011 Bonds
held by a corporation (other than an S corporation, regulated investment company, or real estate invest-
ment trust) may be indirectly subject to federal alternative minimum tax because of its inclusion in the
adjusted current earnings of a corporate holder.

Bond Counsel expresses no opinion regarding any other federal tax consequences relating to owner-
ship or disposition of or the accrual or receipt of interest on the 2011 Bonds.

State Income Tax. Bond Counsel is also of the opinion that, under currently existing laws, interest on
the 2011 Bonds is exempt from State of Utah individual income taxes.

Legal Opinion and Closing Certificates

The approving opinion of Ballard Spahr LLP, Bond Counsel to the Authority, as to the legality of the
2011 Bonds will be furnished to the successful bidder, without charge to the successful bidder. Closing
certificates will also be furnished, dated as of the date of delivery of and payment for the 2011 Bonds,
including a statement that there is no litigation pending or, to the knowledge of the signer thereof, threat-
ened affecting the validity of the 2011 Bonds.

Official Statement

The Authority has employed Zions Bank Public Finance, in Salt Lake City, Utah, as Financial Advi-
sor, to prepare the Preliminary Official Statement describing the 2011 Bonds, copies of which will be fur-
nished by the Authority or by the Financial Advisor upon request. Upon award of the 2011 Bonds, the
Authority will complete the final Official Statement and will, within seven business days after acceptance
of bid and in sufficient time to accompany any confirmation that requests payment from any customer of
the successful bidder, deliver to the successful bidder for the 2011 Bonds the final Official Statement in
electronic format to assist the successful bidder to comply with paragraph (b)(4) of Rule 15¢2-12 of the
Securities and Exchange Commission and the rules of the Municipal Securities Rulemaking Board (the
“MSRB”).

Disclosure Certificate and Disclosure Counsel Letter

The Authority will deliver to the successful bidder a certificate of a member of the Authority, dated
the date of the delivery of the 2011 Bonds, stating that, as of the date thereof, to the best of the signer’s
knowledge and after reasonable investigation: (a) the descriptions and statements contained in the Prelim-
inary Official Statement circulated with respect to the 2011 Bonds were at the time of the acceptance of
the bid true and correct in all material respects and did not at the time of the acceptance of the bid contain
any untrue statement of a material fact or omit to state a material fact necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading; and (b) the descrip-
tions and statements contained in the final Official Statement are at the time of the delivery of the 2011
Bonds true and correct in all material respects and do not at the time of the delivery of the 2011 Bonds
contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements therein, in light of the circumstances under which they were made, not misleading; provided,
should the final Official Statement be supplemented or amended subsequent to the date thereof, the fore-
going confirmation as to the final Official Statement shall relate to the final Official Statement as so sup-
plemented or amended.



The Authority has retained Chapman and Cutler LLP to act as disclosure counsel to the Authority
with respect to the 2011 Bonds and, as such disclosure counsel, such firm will review the contents of the
final Official Statement. Chapman and Cutler LLP will deliver a letter to the successful bidder with re-
spect to the final Official Statement which will state, in effect, that while the firm has not verified and is
not passing upon, and does not assume responsibility for, the accuracy, completeness or fairness of the
statements contained in the final Official Statement, based upon participation in conferences and in re-
liance thereon with various representatives of the Authority, representatives of the Lessee, representatives
of the office of the State Attorney General, representatives of the Financial Advisor for the Authority, and
Bond Counsel at which the contents of the final Official Statement were discussed and reviewed, without
independent verification, no information came to the attention of the attorneys of such firm rendering le-
gal services in connection with such retention which lead such firm to believe that the final Official
Statement contained as of its date, or as of the date of the delivery of the 2011 Bonds, contains any untrue
statement of a material fact or omitted or omits to state a material fact required to be stated therein or ne-
cessary to make the statements therein, in light of the circumstances under which they were made, not
misleading. However, such firm will not be called upon to and will not provide any assurances as to in-
formation relating to the book—entry system or the expressions of opinion, the assumptions, the projec-
tions, financial statements (including notes and schedules thereto) or other financial, numerical, demo-
graphic or statistical data contained in the final Official Statement.

Continuing Disclosure Undertaking

The State covenants and agrees to enter into a written agreement or contract constituting an undertak-
ing (the “Undertaking™) to provide ongoing disclosure about the State for the benefit of the beneficial
owners of the 2011 Bonds on or before the date of delivery of the 2011 Bonds, as required by Section
(b)(5) of Rule 15¢2-12 (the “Rule”) adopted by the Securities and Exchange Commission under the Se-
curities Exchange Act of 1934. The State expects to deliver an Undertaking as described in the Prelimi-
nary Official Statement and as will be set forth in the final Official Statement. The successful bidder’s
obligation to purchase the 2011 Bonds shall be conditioned upon the State delivering the Undertaking on
or before the date of delivery of the 2011 Bonds. The State is in compliance with each and every under-
taking previously entered into by it pursuant to the Rule.

Additional Information

For copies of the Preliminary Official Statement and this Official Notice of Bond Sale and informa-
tion regarding the electronic bidding procedures and other information with respect to the Bonds, contact
Jon Bronson (jon.bronson@zionsbhank.com), Brian Baker (brian.baker@zionsbank.com) or Eric Pehrson
(eric.pehrson@zionsbank.com), at Zions Bank Public Finance, One South Main Street, Suite 1800, Salt
Lake City, Utah 84133-1109, 801.844.7373, Fax: 801.844.4484, the Financial Advisor to the Authority.
The Preliminary Official Statement (including this Official Notice of Bond Sale) is also available at
i—dealprospectus.com, the Electronic Municipal Market Access (EMMA) website (emma.msrb.org) of the
MSRB, and the Investor Information page on the State Treasurer’s  website
(utah.gov/treasurer/investor—overview.html).

Dated: September 23, 2011.

STATE OF UTAH, STATE BUILDING OWNERSHIP
AUTHORITY

/s/ Richard K. Ellis

Secretary,
State Building Ownership Authority




EXHIBIT A
FORM OF CERTIFICATE OF PURCHASER

On behalf of , as Purchaser, | hereby certify in connection with the issuance of the
$ State of Utah, State Building Ownership Authority Lease Revenue Bonds Series 2011 (the
“Series 2011 Bonds”), as follows:

1. We have made a bona fide public offering of the Series 2011 Bonds to the public at the
reoffering price as set forth below:

Initial Reoffering

Price at which Total Price if Total
Maturity Date Principal Amount of  Substantial Amount Maturity Sold at
(May 15) Maturity Was Sold Initial Price
2. If such issue price were paid for all of the Series 2011 Bonds, the total issue price to the
public would be $
3. A substantial amount (not less than 10%) of the Series 2011 Bonds was sold, or was rea-

sonably expected at the time of the bid for the Series 2011 Bonds to be sold, to the public or final pur-
chasers (not including bond houses, or brokers or similar persons or organizations acting in the capacity
of underwriters or wholesalers) at or below such initial reoffering prices.

4. Based upon our experience, the issue price of the Series 2011 Bonds does not exceed
their fair market value as of the date of sale thereof.

IN WITNESS WHEREOF, the undersigned has hereunto fixed his official signature this
day of , 2011.

[PURCHASER]

By:

Title:
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PRELIMINARY OFFICIAL STATEMENT

State of Utah,
State Building Ownership Authority

$5,250,000* Lease Revenue Bonds
(State Facilities Master Lease Program), Series 2011

payable from lease payments to be made, subject to annual appropriation, by the

State of Utah

pursuant to a State Facilities Master Lease Agreement,
as amended and supplemented

On Wednesday, October 5, 2011 up to 9:30:00 A.M., Mountain Daylight Time, electronic bids will be
received by means of the PARITY® electronic bid submission system. See the “OFFICIAL NOTICE OF
BOND SALE—Procedures Regarding Electronic Bidding.”

The 2011 Bonds will be awarded to the successful bidder(s) and issued pursuant to a resolution of the
Authority which will be presented for adoption at 4:00 P.M., Mountain Daylight Time on Wednesday,
October 5, 2011, in the State Treasurer’s Conference Room, Utah State Capitol Complex, 350 North State
Street, Salt Lake City, Utah.

The Secretary of the Authority has deemed this PRELIMINARY OFFICIAL STATEMENT final
as of the date hereof for purposes of paragraph (b)(1) of Rule 15¢2-12 of the Securities and Exchange
Commission, subject to completion with certain information to be established at the time of sale of the
2011 Bonds, as permitted by the Rule.

For copies of the OFFICIAL NOTICE OF BOND SALE, the PRELIMINARY OFFICIAL STATE-
MENT, and other related information with respect to the 2011 Bonds, contact the Financial Advisor:

Z|B]
ZIONS BANK PUBLIC FINANCE

P F|

Zions Bank Building
One S Main St 18" FI
Salt Lake City UT 84133-1109
801.844.7373 | f 801.844.4484
eric.pehrson@zionsbank.com

Investors must read the entire PRELIMINARY OFFICIAL STATEMENT to obtain information es-
sential to the making of an informed investment decision.

This PRELIMINARY OFFICIAL STATEMENT is dated September 23, 2011 and the information
contained herein speaks only as of that date.

* Preliminary; subject to change.



(This Page Has Been Intentionally Left Blank.)



This PRELIMINARY OFFICIAL STATEMENT and the information contained herein are subject to completion, amendment or other change without any notice. Under no circumstances shall

this PRELIMINARY OFFICIAL STATEMENT constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of these securities in any jurisdiction in which such of-

fer. solicitation or sale would be unlawful prior to reaistration or aualification under the securities laws of anv such iurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED SEPTEMBER 23, 2011

New Issue Ratings: Moody’s “Aal”; S&P “AA+”
See “MISCELLANEOUS—Bond Ratings” herein.

In the opinion of Ballard Spahr LLP, Bond Counsel to the Authority and the State, interest on the 2011 Bonds is excludable from gross income for purposes of
federal income tax under existing laws as enacted and construed on the date of initial delivery of the 2011 Bonds, assuming the accuracy of the certifications of
the Authority and the State and continuing compliance by the Authority and the State with the requirements of the Internal Revenue Code of 1986. Interest on the
2011 Bonds is not an item of tax preference for purposes of either individual or corporate federal alternative minimum tax; however, interest on 2011 Bonds held
by a corporation (other than an S corporation, regulated investment company, or real estate investment trust) may be indirectly subject to federal alternative
minimum tax because of its inclusion in the adjusted current earnings of a corporate holder. Bond Counsel is also of the opinion that, under currently existing
law, interest on the 2011 Bonds is exempt from State of Utah individual income taxes. See “LEGAL MATTERS™ herein.

State of Utah,
State Building Ownership Authority

$5,250,000* Lease Revenue Bonds (State Facilities Master Lease Program), Series 2011
payable from lease payments to be made, subject to annual appropriation, by the

State of Utah

pursuant to a State Facilities Master Lease Agreement, as amended and supplemented

The $5,250,000* Lease Revenue Bonds (State Facilities Master Lease Program), Series 2011, are issued by the State Building Ownership Authority, a body
corporate and politic of the State of Utah, as fully—registered bonds and will be initially issued in book-entry form through The Depository Trust Company, New
York, New York, which will act as securities depository for the 2011 Bonds.

Principal of and interest on the 2011 Bonds (interest payable May 15 and November 15 of each year, commencing May 15, 2012) are payable by Wells Fargo
Bank, N.A., Corporate Trust Services, Denver, Colorado, as Paying Agent, to the registered owners thereof, initially DTC. See “THE 2011 BONDS—Book-Entry
System” herein.

The 2011 Bonds are subject to optional redemption, [mandatory sinking fund redemption,] and extraordinary optional redemption (in the event of damage to, or
destruction, seizure or condemnation of the Facilities) prior to maturity. See “THE FACILITIES” and “THE 2011 BONDS—Redemption Provisions For The
2011 Bonds” herein.

The 2011 Bonds are being issued to finance a portion of the cost of the acquisition of real estate and the acquisition of, construction of, improvements to and
equipping of certain building facilities, the payment of capitalized interest and the payment of the costs associated with the issuance of the 2011 Bonds. The
2011 Bonds and certain other Bonds, as described herein, previously issued by the Authority are parts of an ongoing master lease and building program whereby
all Bonds issued thereunder are equally and ratably secured and cross—collateralized by the several facilities constructed through this program.

Pursuant to the Lease, the State has agreed to pay annual Base Rentals which are sufficient to pay the principal of and interest on the 2011 Bonds and the
Prior Parity Bonds, coming due in each year, but only if and to the extent that the Utah State Legislature appropriates funds sufficient to pay such Base Ren-
tals plus such Additional Rentals, as are necessary to operate and maintain the Facilities. The Lease specifically provides that nothing therein shall be con-
strued to require the State to appropriate moneys to pay the Base Rentals or Additional Rentals and the State is not obligated to pay such Rentals except to the
extent appropriated. Neither the obligation of the State to pay such Rentals nor the obligation of the Authority to pay the principal of and interest on the
2011 Bonds will constitute or give rise to a debt, general obligation or liability of, or a charge against the general credit or taxing power of, the State or any of
its political subdivisions. The issuance of the 2011 Bonds does not directly or contingently obligate the State to pay any Rentals beyond those appropriated for
the State’s then current fiscal year. The Authority has no taxing power.

Dated: Date of Delivery! Due: May 15, as shown on inside front cover

See the inside front cover for the maturity schedule of the 2011 Bonds.

The 2011 Bonds will be awarded pursuant to competitive bidding received by means of the PARITY® electronic bid submission sys-

tem on Wednesday, October 5, 2011, as set forth in the OFFICIAL NOTICE OF BOND SALE (dated September 23, 2011).

Zions Bank Public Finance, Salt Lake City, Utah, is acting as Financial Advisor.

This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read the entire OFFICIAL STA-
TEMENT to obtain information essential to the making of an informed investment decision.

This OFFICIAL STATEMENT is dated October _, 2011, and the information contained herein speaks only as of that date.

* Preliminary; subject to change.
1 The anticipated date of delivery is Tuesday, October 25, 2011.



Dated: Date of Delivery!

$5,250,000*

Due: May 15, as shown below

Lease Revenue Bonds, (State Facilities Master Lease Program), Series 2011

$ Serial Bonds
Due CUSIP Principal Interest Yield/

May 15* 017547 Amount* Rate Price
2012..... $210,000 % %
2013..... 355,000

2014..... 360,000

2015..... 370,000

2016..... 375,000

2017..... 385,000

2018..... 390,000

2019..... 405,000

2020..... 415,000

2021..... 425,000

2022..... 445,000

2023..... 465,000

2024..... 70,000

2025..... 75,000

2026..... 75,000

2027..... 80,000

2028..... 80,000

2029..... 85,000

2030..... 90,000

2031..... 95,000

$ % Term Bond due May 15, 20 —Price % (cusip 917547 __ )

1 The anticipated date of delivery is Tuesday, October 25, 2011.
* Preliminary; subject to change.
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This OFFICIAL STATEMENT does not constitute an offer to sell, or the solicitation of an offer to buy,
nor shall there be any sale of, the 2011 Bonds, by any person in any jurisdiction in which it is unlawful for
such person to make such offer, solicitation or sale. No dealer, broker, salesman or other person has been au-
thorized to give any information or to make any representations other than those contained herein, and if given
or made, such other information or representations must not be relied upon as having been authorized by either
the State; the Authority; Zions Bank Public Finance, Salt Lake City, Utah (as Financial Advisor); Wells Fargo
Bank, Corporate Trust Division, Denver, Colorado (as Trustee, Bond Registrar and Paying Agent); or any oth-
er entity. All information contained herein has been obtained from the State, The Depository Trust Company,
and from other sources which are believed to be reliable. The information and expressions of opinion herein
are subject to change without notice and neither the delivery of this OFFICIAL STATEMENT nor the is-
suance, sale, delivery or exchange of the 2011 Bonds, shall under any circumstance create any implication that
there has been no change in the affairs of the Authority or the State since the date hereof.

The 2011 Bonds have not been registered under the Securities Act of 1933, as amended, or any state secur-
ities laws in reliance upon exemptions contained in such act and laws. Any registration or qualification of the
2011 Bonds in accordance with applicable provisions of the securities laws of the states in which the
2011 Bonds have been registered or qualified and the exemption from registration or qualification in other
states cannot be regarded as a recommendation thereof. Neither the Securities and Exchange Commission nor
any state securities commission has passed upon the accuracy or adequacy of this OFFICIAL STATEMENT.
Any representation to the contrary is unlawful.

The yields at which the 2011 Bonds are offered to the public may vary from the initial reoffering yields
on the inside cover page of this OFFICIAL STATEMENT. In addition, the successful bidder(s), may allow
concessions or discounts from the initial offering prices of the 2011 Bonds to dealers and others. In connec-
tion with the offering of the 2011 Bonds, the successful bidder(s) may engage in transactions that stabilize,
maintain, or otherwise affect the price of the 2011 Bonds. Such transactions may include overallotments in
connection with the purchase of 2011 Bonds, the purchase of 2011 Bonds to stabilize their market price and
the purchase of 2011 Bonds to cover the successful bidders(s)’” short positions. Such transactions, if com-
menced, may be discontinued at any time.

Forward-Looking Statements. Certain statements included or incorporated by reference in this OFFICIAL
STATEMENT constitute “forward—looking statements” within the meaning of the United States Private Secur-
ities Litigation Reform Act of 1995, Section 21E of the Securities Exchange Act of 1934, as amended, and
Section 27A of the Securities Act of 1933, as amended. Such statements are generally identifiable by the ter-
minology used, such as “plan,” “project,” “forecast,” “expect,” “estimate,” “budget” or other similar words.

The achievement of certain results or other expectations contained in such forward-looking statements in-
volve known and unknown risks, uncertainties and other factors which may cause actual results, performance
or achievements described to be materially different from any future results, performance or achievements ex-
pressed or implied by such forward—looking statements. The Authority and the State do not plan to issue any
updates or revisions to those forward—looking statements if or when their expectations change or events, condi-
tions or circumstances on which such statements are based occur.

The CUSIP (the Committee on Uniform Securities Identification Procedures) identification numbers are
provided on the inside cover page of this OFFICIAL STATEMENT and are being provided solely for the con-
venience of bondholders only, and neither the Authority nor the State make any representation with respect to
such numbers or undertake any responsibility for their accuracy. The CUSIP numbers are subject to change
after the issuance of the 2011 Bonds as a result of various subsequent actions including, but not limited to, a
refunding in whole or in part of the 2011 Bonds.

The information available at Web sites referenced in this OFFICIAL STATEMENT has not been reviewed
for accuracy and completeness. Such information has not been provided in connection with the offering of the
2011 Bonds and is not a part of this OFFICIAL STATEMENT.
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OFFICIAL STATEMENT RELATED TO

State of Utah, State Building Ownership Authority

$5,250,000* Lease Revenue Bonds
(State Facilities Master Lease Program), Series 2011

payable from lease payments to be made, subject to annual appropriation, by the
State of Utah

pursuant to a State Facilities Master Lease Agreement,
as amended and supplemented

INTRODUCTION

This OFFICIAL STATEMENT, including the cover page, introduction and appendices, provides in-
formation in connection with the issuance and sale by the State of Utah, State Building Ownership Au-
thority (the “Authority”), a body politic and corporate of the State of Utah (the “State”), of its
$5,250,000* Lease Revenue Bonds (State Facilities Master Lease Program), Series 2011 (the
“2011 Bonds™).

This introduction is only a brief description of the 2011 Bonds and the security and source of payment
for the 2011 Bonds and is qualified by more complete and detailed information contained in the entire
OFFICIAL STATEMENT, including the cover page and appendices hereto, and the documents summa-
rized or described herein. Accordingly, the OFFICIAL STATEMENT should be read in its entirety. The
offering of the 2011 Bonds to potential investors is made only by means of the entire OFFICIAL STA-
TEMENT.

When used herein, the terms “Fiscal Year[s] 20YY,” and “Fiscal Year[s] End[ed][ing]
June 30, 20Y'Y” refer to the year ended or ending on June 30 of the year indicated and beginning on Ju-
ly 1 of the preceding year and the terms “Calendar Year[s] 20YY” or “Calendar Year[s] End[ed][ing] De-
cember 31, 20YY” refer to the year beginning on January 1 and ending on December 31 of the year indi-
cated. Capitalized terms used but not otherwise defined herein have the same meaning as given to them in
the Lease and the Indenture as hereinafter defined. See “APPENDIX D—BASIC DOCUMENTATION-
DEFINITIONS OF CERTAIN TERMS.”

Public Sale/Electronic Bid

The 2011 Bonds will be awarded pursuant to competitive bidding received by means of the PARITY®
electronic bid submission system on Wednesday, October 5, 2011 as set forth in the OFFICIAL NOTICE
OF BOND SALE (dated September 23, 2011).
The State Of Utah

On January 4, 1896, the State became the 45" state of the United States of America (the “U.S.”).
Ranking 13™ among the states in total area, the State contains approximately 84,900 square miles. It

* Preliminary; subject to change.



ranges in elevation from a low of 2,200 feet above sea level in the south, to a high of 13,500 feet above
sea level in the northern mountains. The State is located in an arid region (precipitation ranks as the
2nd lowest in the nation, behind Nevada). Home to deserts, plateaus, the Great Basin and the Rocky
Mountains, the State is known for its scenic beauty and the diversity of its outdoor recreation areas. The
State’s 2010 Census population was 2,763,885 people. For additional information regarding the State see
“APPENDIX C—DEMOGRAPHIC AND ECONOMIC INFORMATION REGARDING THE STATE
OF UTAH.”

The Authority

The Authority was established by and operates pursuant to the State Building Ownership Authority
Act, Title 63B, Chapter 1, Part3 (the “Building Ownership Act”), Utah Code Annotated 1953, as
amended (the “Utah Code”). The Authority was created in 1979 for the purpose of acquiring, construct-
ing, or improving one or more projects on behalf of the State and certain state bodies pursuant to the
Building Ownership Act. See “STATE BUILDING OWNERSHIP AUTHORITY” below.

Authorization For And Purpose Of The 2011 Bonds; Prior Parity Bonds

The 2011 Bonds are being issued pursuant to: (i) the Building Ownership Act; Section 63B-20-102
of the Utah Code Annotated 1953 (the “Utah Code™), as amended (the “2011 Bonding Act”) (related to
the Davis Courts Building and the Utah College of Applied Technology Building); and other applicable
State law (collectively with the Building Ownership Act, the “Act”); (ii) resolutions adopted by the Au-
thority on April 18, 2011 (the “Parameters Resolution”) and on October __, 2011 (the “Final Bond Reso-
lution” and, together with the Parameters Resolution, the “Resolutions™) which provide for the authoriza-
tion, issuance, sale and delivery of the 2011 Bonds; and (iii) an Indenture of Trust, Assignment of State
Facilities Master Lease Agreement and Security Agreement, dated as of September 1, 1994, as heretofore
amended and supplemented (collectively, the “Indenture™), between the Authority and Wells Fargo Bank,
N.A., Corporate Trust Services, Denver, Colorado (“Wells Fargo Bank™), as trustee (the “Trustee™) and as
further supplemented by the Eighteenth Supplemental Indenture of Trust dated as of September 1, 2011,
by and between the Authority and the Trustee.

The 2011 Bond are being issued to finance the acquisition and construction of certain facilities con-
sisting of (i) the acquisition of the Davis County Courts building and adjacent land in Farmington City,
Utah, and related facilities, property and improvements (the “Davis Courts 2011 Facilities”) and (ii) the
acquisition and construction of the Utah College of Applied Technology Administration and Training
building, and related facilities, property and improvements (the “UCAT 2011 Facilities” and collectively
with the Davis Courts 2011 Facilities, the “2011 Facilities”). See “THE 2011 BONDS—Estimated
Sources And Uses Of Funds” and “THE FACILITIES” below.

The Authority has previously issued 23 series of Bonds under the Indenture (collectively, the “Prior
Parity Bonds™), 11 of which are currently outstanding, to finance and refinance the cost of various
projects, which projects may include a variety of real or personal property (collectively, the “Facilities” or
“Leased Property”) pursuant to the Act. The 2011 Bonds are, subject to the release of certain portions of
the Facilities in accordance with the Indenture and the Lease, cross—collateralized in that the Authority
has granted to the Trustee, for the benefit of the Owners of all of the Bonds, a mortgage and security in-
terest in all of the Authority’s right, title and interest in all of the Facilities. See “THE FACILITIES—
Cross—Collateralization” and “—Release Of Portions Of Facilities” below.

As of Tuesday, October 25, 2011 (the anticipated delivery date of the 2011 Bonds), the outstanding
aggregate principal amount of the Prior Parity Bonds will be $309,555,000 (exclusive of the 2011 Bonds).

The 2011 Bonds will be issued on a parity basis, and will be equally and ratably secured under the In-
denture with (i) the outstanding Prior Parity Bonds, and (ii) any Additional Bonds which may be issued
from time to time pursuant to the Indenture. The 2011 Bonds, the Prior Parity Bonds, and any Additional



Bonds issued pursuant to the Indenture are sometimes collectively referred to herein as the “Bonds.” See
“THE 2011 BONDS—Security And Sources Of Payment For The 2011 Bonds—Additional Bonds; Re-
funding Bonds” below and “APPENDIX D—BASIC DOCUMENTATION-THE INDENTURE-
Additional Bonds.”

The Authority has leased all of the Facilities to the State, acting through its Division of Facilities
Construction and Management (“DFCM?”), a division of its Department of Administrative Services, pur-
suant to a State Facilities Master Lease Agreement, dated as of September 1, 1994, as amended and sup-
plemented and as further supplemented by the Eighteenth State Facilities Master Lease Agreement dated
as of September 1, 2011 (collectively, the “Lease”™).

Security For The 2011 Bonds; Cross Collateralization

The 2011 Bonds are limited obligations of the Authority, payable solely from the revenues and other
amounts received pursuant to the Lease and other funds or amounts held by the Trustee pursuant to the
Indenture as security for the 2011 Bonds. See “THE 2011 BONDS—Security And Sources Of Payment
For The 2011 Bonds” below.

The State has agreed to make payments pursuant to the Lease in stated amounts which are sufficient
to pay the principal of and interest on the 2011 Bonds when due (the “Base Rentals™), but only if and to
the extent that the Utah State Legislature (the “Legislature”) has appropriated funds sufficient to pay the
Base Rentals coming due during each succeeding Renewal Term (as described herein) of the Lease plus
such additional amounts as are necessary to operate and maintain the Facilities during such period (the
“Additional Rentals” and collectively, with the Base Rentals, the “Rentals”). The Lease specifically pro-
vides that nothing therein shall be construed to require the Legislature to appropriate any money to pay
any Rentals thereunder and that neither the State nor any political subdivision thereof is obligated to pay
such Rentals except to the extent of funds appropriated for that purpose. Neither the obligation of the
State to pay Rentals nor the obligation of the Authority to pay the principal of and interest on the
2011 Bonds will constitute or give rise to a debt, a general obligation or liability of, or a charge against
the general credit or taxing power of, the State or any of its political subdivisions. The issuance of the
2011 Bonds does not directly or contingently obligate the State to pay any Rentals beyond those appro-
priated for the State’s then current fiscal year. The Authority has no taxing power. See “THE
2011 BONDS—Security And Sources Of Payment For The 2011 Bonds” and “RISK FACTORS” below.

Pursuant to the Indenture, the Authority has mortgaged, pledged and assigned to the Trustee, among
other things, its right, title and interest in and to all of the Facilities (except any Excepted Property) and its
right to receive the Base Rentals as lessor under the Lease, as security for the payment of the principal of,
premium, if any, and interest on the 2011 Bonds (collectively, the “Mortgages”). The mortgages and se-
curity interests created by the Mortgages secure all Bonds issued and outstanding under the Indenture on a
parity basis (see “THE FACILITIES—Cross—Collateralization” below) subject to the release of any of the
Facilities upon the terms and conditions described under “THE FACILITIES—Release Of Portions Of
Facilities” below.

Redemption Provisions

The 2011 Bonds are subject to optional redemption, [mandatory sinking fund redemption,] and ex-
traordinary optional redemption (in the event of damage to, or destruction, seizure or condemnation of the
Facilities occurs) prior to maturity. See “THE FACILITIES” and “THE 2011 BONDS—Redemption
Provisions For The 2011 Bonds” below.

Tax Matters Regarding The 2011 Bonds

In the opinion of Ballard Spahr LLP, Bond Counsel to the Authority and the State, interest on the
2011 Bonds is excludable from gross income for purposes of federal income tax under existing laws as



enacted and construed on the date of initial delivery of the 2011 Bonds, assuming the accuracy of the cer-
tifications of the Authority and the State and continuing compliance by the Authority and the State with
the requirements of the Internal Revenue Code of 1986. Interest on the 2011 Bonds is not an item of tax
preference for purposes of either individual or corporate federal alternative minimum tax; however, inter-
est on 2011 Bonds held by a corporation (other than an S corporation, regulated investment company, or
real estate investment trust) may be indirectly subject to federal alternative minimum tax because of its
inclusion in the adjusted current earnings of a corporate holder. Bond Counsel is also of the opinion that,
under currently existing law, interest on the 2011 Bonds is exempt from State of Utah individual income
taxes.

Bond Counsel expresses no opinion regarding any other tax consequences relating to ownership or
disposition of, or the accrual or receipt of interest on, the 2011 Bonds.

See “LEGAL MATTERS” below for a more complete discussion.
Professional Services

As of the date of this OFFICIAL STATEMENT, the following have served the State in the capacity
indicated in connection with the issuance of the 2011 Bonds:

Independent Auditors

Utah State Auditor

Utah State Capitol Complex
East Office Bldg Ste E310

(PO Box 142310)

Salt Lake City UT 84114-2310
801.538.1025 | f 801.538.1383
austonjohnson@utah.gov

Trustee, Registrar and Paying Agent

Wells Fargo Bank NA
Corporate Trust Services
MAC C7300-107

1740 Broadway

Denver CO 80274
303.863.4884 | f 303.863.5645
ethel.m.vick@wellsfargo.com

Financial Advisor

Zions Bank Public Finance
Zions Bank Building
One S Main St 18" FI
Salt Lake City UT 84133-1109
801.844.7373 | £ 801.844.4484
eric.pehrson@zionsbank.com

Bond Counsel

Ballard Spahr LLP

201 S Main St Ste 800

Salt Lake City UT 84111-2215
801.531.3000 | f 801.531.3001
wadeb@ballardspahr.com

Disclosure Counsel

Chapman and Cutler LLP

201 S Main St Ste 2000

Salt Lake City UT 84111-2266
801.536.1426 | f 801.533.9595
bjerke@chapman.com

Conditions On Delivery, Anticipated Date, Manner, And Place Of Delivery For The 2011 Bonds

The 2011 Bonds are offered, subject to prior sale, when, as and if issued and received by the success-

ful bidder(s), subject to the approval of legality by Ballard Spahr LLP, Bond Counsel, to the Authority
and the State, and certain other conditions. Certain legal matters will be passed on for the State by its At-
torney General. Certain legal matters regarding this OFFICIAL STATEMENT will be passed on for the
Authority and the State by Chapman and Cutler LLP. It is expected that the 2011 Bonds, in book—entry



form, will be available for delivery in Salt Lake City, Utah, for deposit with DTC or its agent on Tuesday,
October 25, 2011.

Risks Inherent In The Ownership Of The 2011 Bonds

The purchase of the 2011 Bonds involves certain investment risks which are discussed throughout
this OFFICIAL STATEMENT. Accordingly, each prospective purchaser of the 2011 Bonds should make
an independent evaluation of all of the information presented in this OFFICIAL STATEMENT in order to
make an informed investment decision. Certain investment risks are described under “RISK FACTORS”
below.

Continuing Disclosure

The State will enter into a Continuing Disclosure Undertaking for the benefit of the Owners of the
2011 Bonds to send certain information annually and to provide notice of certain events to the Municipal
Securities Rulemaking Board (“MSRB”) through its Electronic Municipal Market Access System (“EM-
MA”) pursuant to the provisions of paragraph (b)(5) of Rule 15¢c2-12 (the “Rule”) promulgated by the
Securities and Exchange Commission pursuant to the Securities Exchange Act of 1934, as amended. See
“CONTINUING DISCLOSURE UNDERTAKING” below for further discussion and information regard-
ing the Undertaking and “APPENDIX F—PROPOSED FORM OF CONTINUING DISCLOSURE UN-
DERTAKING” hereto for a copy of the proposed form of the Undertaking.

Basic Documentation

This OFFICIAL STATEMENT speaks only as of its date, and the information contained herein is
subject to change. Brief descriptions of the Authority, the State, the 2011 Bonds, the Indenture and the
Lease are included in this OFFICIAL STATEMENT. Such descriptions do not purport to be comprehen-
sive or definitive. All references herein to the Indenture and the Lease are qualified in their entirety by
reference to such documents, and references herein to the 2011 Bonds are qualified in their entirety by
reference to the forms thereof included in the Indenture, the Lease and the information with respect there-
to included in the aforementioned documents, copies of which are available for inspection at the principal
office of the Trustee on or after the delivery of the 2011 Bonds. Descriptions of the Indenture, the Lease
and the 2011 Bonds are qualified by reference to bankruptcy laws affecting the remedies for the enforce-
ment of the rights and security provided therein and the effect of the exercise of the police power by any
entity having jurisdiction. See “APPENDIX D—BASIC DOCUMENTATION.” The “basic documenta-
tion” which includes the Resolutions, the closing documents for the 2011 Bonds, the Indenture, the Lease
and other documentation, authorizing the issuance of the 2011 Bonds and establishing the rights and re-
sponsibilities of the Authority, the State and other parties to the transaction, may be obtained from the
“contact persons” as indicated below.

Contact Persons

As of the date of this OFFICIAL STATEMENT, the chief contact person for the Authority and
DFCM concerning the 2011 Bonds is:

John Nichols, Real Estate and Debt Manager
jknichols@utah.gov

Division of Facilities Construction and Management
4110 State Office Bldg
Salt Lake City UT 84114
801.538.3799 | f 801.538.3267
dfcm.utah.gov



Contact Persons—continued

As of the date of this OFFICIAL STATEMENT, the chief contact person for the State concerning the
2011 Bonds is:

Richard K. Ellis, Utah State Treasurer
Board Member and Secretary of the Authority
rellis@utah.gov

Utah State Treasurer’s Office
Utah State Capitol Complex
350 N State St Ste C180
(PO Box 142315)

Salt Lake City UT 84114-2315
801.538.1042 | f 801.538.1465
utah.gov/treasurer

As of the date of this OFFICIAL STATEMENT, additional requests for information may be directed
to Zions Bank Public Finance, Salt Lake City, Utah (the “Financial Advisor”):

Jon Bronson, Managing Director, jon.bronson@zionsbank.com
Brian Baker, Vice President, brian.baker@zionsbank.com
Eric John Pehrson, Vice President, eric.pehrson@zionsbank.com

Zions Bank Public Finance
Zions Bank Building
One S Main St 18" FI
Salt Lake City UT 84133-1109
801.844.7373 | f 801.844.4484

CONTINUING DISCLOSURE UNDERTAKING

The State will enter into a Continuing Disclosure Undertaking (the “Undertaking™) for the benefit of
the Owners of the 2011 Bonds to send certain information annually and to provide notice of certain events
to the MSRB through EMMA pursuant to the provisions of the Rule. No person, other than the State, has
undertaken, or is otherwise expected, to provide continuing disclosure with respect to the 2011 Bonds.
The information to be provided on an annual basis, the events which will be noticed on an occurrence ba-
sis and other terms of the Undertaking, including termination, amendment and remedies, are set forth in
the proposed form of Undertaking in “APPENDIX F—PROPOSED FORM OF CONTINUING DIS-
CLOSURE UNDERTAKING.”

The State has complied in all material respects with each and every undertaking previously entered
into by it pursuant to the Rule. Based on prior disclosure undertakings the State submits its annual
comprehensive annual financial report (“CAFR”) (Fiscal Year Ending June 30) and other operating
and financial information on or before January 15" (on or before 199 days from the end of the Fiscal
Year). The State will submit the Fiscal Year 2011 CAFR and other operating and financial informa-
tion for the 2011 Bonds on or before January 15, 2012, and annually thereafter on or before each
January 15™.

A failure by the State to comply with the Undertaking will not constitute a default under the Resolu-
tions, and Owners of the 2011 Bonds are limited to the remedies provided in the Undertaking. See “AP-
PENDIX F—PROPOSED FORM OF CONTINUING DISCLOSURE UNDERTAKING-Consequences
of Failure of the State to Provide Information.” A failure by the State to comply with the Undertaking
must be reported in accordance with the Rule and must be considered by any broker, dealer or municipal



securities dealer before recommending the purchase or sale of the 2011 Bonds in the secondary market.
Any such failure may adversely affect the marketability of the 2011 Bonds.

THE 2011 BONDS
General

The 2011 Bonds will be dated the date of delivery! thereof (the “Dated Date”) and will mature on
May 15 in the years and in the amounts and pay interest on the dates and at the rates shown below.

Debt Service based on Base Rental Payment Schedule. The Lease requires semi—annual Base Rental
payments to be made by the State to the Authority (on May 1 and November 1 of each year), which Base
Rentals have been assigned to the Trustee pursuant to the Indenture. 2011 Bond principal and/or interest
payments are then paid by the Trustee on May 15 and November 15. The following table shows sche-
duled debt service on the 2011 Bonds based on Base Rental Payments.

Due Date (Base The 2011 Bonds
Rental Payment) Principal* Interest Period Total Fiscal Total
May 1, 2012.....ccccccvivennne $ 210,000.00 $ $ $
November 1, 2012 ............ 0.00
May 1, 2013.....c.cccevevenens 355,000.00
November 1, 2013 ............ 0.00
May 1, 2014.....ccccevereene 360,000.00
November 1, 2014 ............ 0.00
May 1, 2015.......ccccvvnee. 370,000.00
November 1, 2015 ............ 0.00
May 1, 2016.......cccccvvenee. 375,000.00
November 1, 2016 ............ 0.00
May 1, 2017....cccccovvvrrennnn. 385,000.00
November 1, 2017 ............ 0.00
May 1, 2018........ccccvervennens 390,000.00
November 1, 2018............. 0.00
May 1, 2019.....ccccevverennns 405,000.00
November 1, 2019 ............ 0.00
May 1, 2020.....c.ccccevervennns 415,000.00
November 1, 2020 ............ 0.00
May 1,2021......cccccvrnee. 425,000.00
November 1, 2021 ............ 0.00
May 1, 2022.......ccccccvrrenen. 445,000.00
November 1, 2022 ............ 0.00
May 1, 2023.......cccccevrrennn. 465,000.00
November 1, 2023 ............ 0.00
May 1, 2024........ccccevvennens 70,000.00
November 1, 2024 ............ 0.00
May 1, 2025.....c.ccccvvevvennns 75,000.00
November 1, 2025 ............ 0.00
May 1, 2026.....c..cccevervennns 75,000.00
November 1, 2026 ............ 0.00
May 1, 2027 ....c.ccceveverenenn. 80,000.00

1 The anticipated date of delivery is Tuesday, October 25, 2011.
* Preliminary; subject to change.



Due Date (Base The 2011 Bonds

Rental Payment) Principal* Interest Period Total Fiscal Total
November 1, 2027 ............ 0.00
May 1, 2028........cccccvevnene. 80,000.00
November 1, 2028 ............ 0.00
May 1, 2029.......cccccveuenee. 85,000.00
November 1, 2029 ............ 0.00
May 1, 2030.......ccceerenee. 90,000.00
November 1, 2030............. 0.00
May 1, 2031....c.cccceverennen. _95,000.00
TotalS...cooovvviiere, $5,250,000.00 $ $

Interest on the 2011 Bonds will be computed on the basis of a 360-day year of 12, 30—day months.
Wells Fargo Bank, is the initial Registrar (the “Registrar”), Paying Agent (the “Paying Agent”) and Trus-
tee with respect to the 2011 Bonds.

The 2011 Bonds will be issued as fully—registered bonds, initially in book—entry form, in the denomi-
nation of $5,000 or any whole multiple thereof, not exceeding the amount of each maturity.

The 2011 Bonds are being issued within the statutory debt limits imposed on the Authority. See
“STATE BUILDING OWNERSHIP AUTHORITY—Legal Borrowing Debt Capacity” below.

Registration, Denominations, Manner Of Payment Of The 2011 Bonds

The 2011 Bonds are issuable only as fully—registered bonds and, when issued, will be registered in
the name of Cede & Co., as nominee for The Depository Trust Company, New York, New York
(“DTC”). DTC will act as securities depository of the 2011 Bonds. Purchases of 2011 Bonds will be made
in book—entry form, in the principal amount of $5,000 or any whole multiple thereof not exceeding the
amount of each maturity, through brokers and dealers who are, or who act through, Direct Participants.
Beneficial Owners of the 2011 Bonds will not be entitled to receive physical delivery of bond certificates
so long as DTC or a successor securities depository acts as the securities depository with respect to the
2011 Bonds. “Direct Participants,” “Indirect Participants” and “Beneficial Owners” are defined in “AP-
PENDIX G—BOOK-ENTRY SYSTEM.”

Principal of and interest on the 2011 Bonds (interest payable May 15 and November 15 of each year,
commencing May 15, 2012) are payable by the Paying Agent to the Owners of the 2011 Bonds. So long
as Cede & Co. is the sole registered owner, as nominee of DTC, it is required in turn to remit such prin-
cipal and interest to its Direct Participants, for subsequent disbursements to the Beneficial Owners of the
2011 Bonds, as described under “APPENDIX G—BOOK-ENTRY SYSTEM.”

So long as DTC or its nominee is the sole registered owner of the 2011 Bonds, none of the Authority,
the State, the successful bidder(s), nor the Trustee will have any responsibility or obligation to any Direct
or Indirect Participants of DTC, or the Persons for whom they act as nominees, with respect to payments
to or provision of notice for the Direct Participants, Indirect Participants or the Beneficial Owners of the
2011 Bonds. Under these same circumstances, references herein and in the Indenture to the “Bondown-
ers” or “Registered Owners” of the 2011 Bonds shall mean Cede & Co. as nominee for DTC and shall
not mean the Beneficial Owners of the 2011 Bonds.

Transfer Or Exchange Of The 2011 Bonds

No transfer or exchange of any 2011 Bonds shall be required to be made (i) during a period beginning
on the Regular Record Date or the Special Record Date, as the case may be, immediately preceding any

* Preliminary; subject to change.



Bond Interest Payment Date and ending on such Bond Interest Payment Date or special interest payment
date, (ii) during a period beginning at the opening of business 15 days before the date of the mailing of a
notice of redemption of the 2011 Bonds selected for redemption and ending at the close of business on the
day of such mailing, and (iii) for any 2011 Bond so selected for redemption, in whole or in part, except
the unredeemed portion of such 2011 Bond being redeemed in part. Regular Record Date shall mean the
first day of the month in which such Bond Interest Payment Date occurs.

Estimated Sources And Uses Of Funds
The proceeds from the sale of the 2011 Bonds are estimated to be applied as set forth below:

Sources of Funds:

Par amount of the 2011 BONGS..........cccovereiveeeieecieee e $
Original issue premium on the 2011 BONdS........ccccevevevievievie s
TOAD vt $

Uses of Funds:

Deposit t0 Project ACCOUNT.........cccivviiieie e $
Successful bidder’s discount on the 2011 BONAS........cccccevvivereieeierininannns
COSES OF ISSUANCE (L) +evveeeeieereesieeiesie et e sttt eeseeereeee e

TOMAL o $

(1) Costs of issuance include legal fees, rating agency fees, Financial Advisor fees, Trustee fees, Paying
Agent and Registrar fees, rounding amounts and other miscellaneous expenses.

Security And Sources Of Payment For The 2011 Bonds

The Lease and the Indenture. The 2011 Bonds are payable from amounts due under the Lease, as may
be appropriated by the Legislature, and certain other moneys as provided in the Indenture. The initial term
of the Lease commenced as of September 1, 1994, and expired on June 30, 1995 (the “Initial Term™). The
State has exercised its option to extend the term of the Lease in each subsequent year. The current term
will expire June 30, 2012. Extension of the term of the Lease beyond such date is subject to the further
exercise by the State, in its sole discretion, to renew the Lease for consecutive additional one-year Re-
newal Terms commencing July 1 of each of the years 2012 through 2029, and a final Renewal Term
commencing July 1, 2030, and ending May 16, 2031, unless terminated earlier. For circumstances under
which the Lease may be terminated, see “APPENDIX D—BASIC DOCUMENTATION-THE LEASE-
Term Of The Lease.”

The Authority, as lessor under the Lease and pursuant to the Indenture, will assign to the Trustee its
rights to receive Base Rentals under the Lease for the benefit of the Owners of the 2011 Bonds. In addi-
tion, the Authority has granted or will grant a mortgage and security interest in all of its right, title and
interest in and to the Facilities. See “APPENDIX D—BASIC DOCUMENTATION-THE INDEN-
TURE.”

Pursuant to the provisions of the Lease, the State may, in its sole discretion, purchase all or a portion
of the Facilities by payment of the applicable Option Price as defined in the Lease. Neither DFCM, the
State, nor the Legislature may be compelled to exercise the purchase option provided in the Lease. See
“APPENDIX D—BASIC DOCUMENTATION-THE LEASE-Lessee’s Options To Purchase The
Leased Property.”

The continuation of the term of the Lease and the obligation of the State to pay Base Rentals after
June 30, 2012, are subject to the appropriation by the Legislature of sufficient funds to extend the term of
the Lease for each succeeding Renewal Term. Neither the Lease nor the 2011 Bonds constitute a general



obligation or indebtedness of the State or any political subdivision thereof, or the Authority, within the
meaning of any constitutional or statutory debt limitation. Neither the State nor any agency, department or
division of the State has pledged its credit to the payment of the Lease or the 2011 Bonds, and neither the
State nor the Authority is directly or contingently obligated to apply money from, or to levy or pledge,
any form of taxation to the payment of the Lease or the 2011 Bonds. The Authority does not have any
taxing power.

So long as the Lease does not expire on June 30, 2012, by its terms, and thereafter in the event the
Legislature appropriates sufficient funds to extend the term of the Lease for each successive Renewal
Term, the State is required by the provisions of the Lease to pay semiannually to the Trustee specified
Base Rentals for the Facilities which are sufficient, in both time and amount, to pay, when due, the prin-
cipal of and interest on the 2011 Bonds.

The State has covenanted in the Lease to cause to be included in its annual tentative budget submitted
to the Governor of the State (the “Governor”) a request for appropriation, in accordance with applicable
law, of an amount necessary (after taking into account any moneys then legally available for such pur-
pose) to pay the Base Rentals and any reasonably anticipated Additional Rentals under the Lease for the
Facilities during the next succeeding Renewal Term. See “APPENDIX D—BASIC DOCUMENTA-
TION-THE LEASE-Rentals Payable—-Covenant to Request Appropriations.”

The Governor’s Office of Planning and Budget reports that the Legislature at its 2011 Legislative
General Session appropriated funds sufficient to pay Base Rentals and Additional Rentals due under the
Lease during Fiscal Year 2012 (which commenced on July 1, 2011 and will end on June 30, 2012), which
has extended the term of the Lease.

If the amounts otherwise legally available to be paid by the State to the Authority under the Lease are
insufficient to pay the principal of and interest on the bonds as and when due, the Governor may request
the Legislature to appropriate additional funds for the payment of amounts due. The Legislature may, but
is not required to, make such an appropriation. The State covenants to request that the Governor include
in the budget submitted to the Legislature a request or requests for appropriation as and when necessary to
assure full and timely payments on the 2011 Bonds; provided, however, that nothing in the Lease shall be
construed as requiring the Governor to make such a request or the Legislature to appropriate such
amounts.

In the event that the Legislature does not budget and appropriate sufficient funds prior to June 1 next
preceding the beginning of any Renewal Term for the payment of (i) the Base Rentals becoming due dur-
ing such Renewal Term, and (ii) reasonably estimated Additional Rentals payable during such Renewal
Term with respect to the Lease, then an Event of Nonappropriation shall be deemed to have occurred pur-
suant to the Lease, and the State shall not be obligated to make payment of the Base Rentals or Additional
Rentals provided for in the Lease beyond the last day of the Renewal Term during which such Event of
Nonappropriation occurs, except for the State’s obligation to pay Rentals that are payable prior to the
termination of the Lease; provided, however, that the State shall continue to be liable for the amounts
payable pursuant to the Lease during such time when the State continues to use, occupy and operate the
Leased Property. Once the State has elected to continue a Lease for a new Renewal Term by the Legisla-
ture budgeting and appropriating sufficient moneys to pay Base Rentals and Additional Rentals as pro-
vided in the Lease, the State shall, as of the first day of such Renewal Term, be obligated to pay such
Base Rentals and Additional Rentals during such Renewal Term. Pursuant to the provisions of the Build-
ing Ownership Act, the Indenture, and the Lease, if the State fails to pay any Rentals due to the Authority
under the terms of the Lease, the State shall immediately surrender and vacate the Facilities. The Trustee
shall, upon the occurrence of an Event of Nonappropriation, have all rights and remedies to take posses-
sion of the Facilities, as trustee for the benefit of the Owners of the Bonds, as provided in the Lease and
the Indenture and shall be further entitled to all moneys then on hand and being held in all funds created
under the Indenture (except the Rebate Fund), less any moneys then due and owing to the Trustee for ser-
vices performed as trustee thereunder. However, due to the nature of the Facilities, it is unlikely that reve-
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nues from such remedies and sources would be sufficient to pay in full all then outstanding Bonds if
payment were then due by acceleration or otherwise. Should such a shortfall occur, the then outstanding
Bonds would be paid on a pro rata basis as provided in the Indenture. See “RISK FACTORS” below.

Insurance on the Facilities. The Facilities are required to be insured by the State to the extent de-
scribed in “APPENDIX D—BASIC DOCUMENTATION-THE LEASE-Insurance Provisions.” All Net
Proceeds of performance bonds, proceeds (including any moneys derived from any self-insurance pro-
gram) from policies of insurance (except the policy of public liability and property damage insurance)
required by the Lease or condemnation awards which are received by the Trustee will be deposited into a
separate trust fund under the Indenture. Such Net Proceeds will be used either to repair, restore, modify or
improve the applicable Facilities or to redeem or defease the related Bonds, as more fully described in
“APPENDIX D—BASIC DOCUMENTATION-THE LEASE-Damage Or Destruction; Condemnation.”
See “RISK FACTORS” below and “FINANCIAL INFORMATION REGARDING THE STATE OF
UTAH—Risk Management And Insurance” below.

No Reserve Fund for the 2011 Bonds. The Authority will not create or fund a debt service reserve
fund for the 2011 Bonds.

Additional Bonds; Refunding Bonds. Additional Bonds may be issued pursuant to the Indenture on a
parity with the 2011 Bonds and the Prior Parity Bonds upon the terms and conditions of the Indenture for
the purpose of providing funds to pay one or more of the following: (i) the costs of completing the acqui-
sition and construction of any of the Facilities financed under the Indenture; (ii) the costs of making such
additions, improvements, extensions, alterations, relocations, enlargements, expansions, modifications or
changes (hereinafter in this paragraph collectively called the “improvements”) in, on or to the Facilities as
the State may deem necessary or desirable and as will not impair the exclusion from gross income for
federal income tax purposes of interest on the Bonds or reduce the fair rental value of the Facilities, in-
cluding any repairing, restoring, modifying, improving or replacing pursuant to the Lease to the extent
that such costs exceed the insurance or condemnation proceeds out of which such costs are to be paid pur-
suant to the Lease; (iii) the costs of Acquiring or Constructing any Additional Facilities for the use and
benefit of the State and any State Bodies, but only to the extent that (A) the inclusion of such Additional
Facilities as part of the Leased Property will not, in the opinion of Bond Counsel, adversely affect the ex-
cludability from gross income for federal income tax purposes of interest on the Bonds then outstanding
and (B) the Lease is amended to include such Additional Facilities thereunder; (iv) the refunding of a Se-
ries of Bonds; (v) the costs of the issuance and sale of the Additional Bonds; (vi) interest during the esti-
mated period of Acquisition and Construction of such Additional Facilities and for a period of up to
12 months thereafter; and (vii) any combination of such purposes. Any such Additional Facilities shall
become a part of the Leased Property and shall be included under the Lease to the same extent as if origi-
nally included thereunder. All Additional Bonds will be secured by the lien of the Indenture pursuant to
which such bonds are issued and will rank pari passu with Prior Parity Bonds issued, the 2011 Bonds and
all Additional Bonds that may be issued under the Indenture, will be in such form, will bear such date or
dates, bear such interest rate or rates, will have such maturity date or dates, redemption dates and redemp-
tion premiums, and will be issued at such prices as provided in the Supplemental Indenture authorizing
the same and in accordance with the provisions of the Indenture.

The Authority may issue Additional Bonds to finance or refinance Additional Facilities or portions
thereof pursuant to the Indenture without subjecting such Additional Facilities or portions thereof to any
additional Mortgages or supplements to existing Mortgages and without providing title insurance thereon
if certain conditions are met under the Indenture. See “APPENDIX D—BASIC DOCUMENTATION—
THE INDENTURE-Additional Bonds.”

Redemption Provisions For The 2011 Bonds

Optional Redemption. The 2011 Bonds maturing on or before May 15, 2021, are not subject to re-
demption prior to maturity, except as otherwise described under this caption “Redemption Provisions For
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The 2011 Bonds.” The 2011 Bonds maturing on or after May 15, 2022, are subject to redemption (i) in
whole on any business day on or after November 15, 2021, in the event that the Lessee exercises its op-
tion pursuant to the Master Lease to purchase all the Leased Property thereunder or (ii) in part on Novem-
ber 15, 2021, or on any date thereafter from such maturities or portions thereof designated by the Lessee
in the event that the Lessee prepays additional Base Rentals pursuant to the Master Lease or purchases a
portion of the Leased Property representing separate Facilities pursuant to the Master Lease, all as pro-
vided in the Indenture. If called for redemption as described in this paragraph, the 2011 Bonds to be re-
deemed, in whole or in part, shall be redeemed at a redemption price, expressed as a percentage of the
principal amount of the 2011 Bonds to be redeemed, equal to 100% of the principal amount thereof plus
accrued interest thereon to the date fixed for redemption.

[Mandatory Sinking Fund Redemption. The 2011 Bonds maturing on May 15, 20__, are subject to
mandatory sinking fund redemption at a redemption price equal to 100% of the principal amount to be
redeemed, plus accrued interest thereon to the date of redemption, on the dates and in the principal
amounts as set forth below:

Mandatory Sinking Fund Sinking Fund
Redemption Date Requirements
May 15,20 oo $
May 15, 20__ (stated maturity).......ccccceeereeiervnnannnnns
TOAl v $

Upon redemption of any 2011 Bonds maturing on May 15, 20__ and May 15, 20__, respectively, oth-
er than by application of such mandatory sinking fund redemption, an amount equal to the principal
amount so redeemed will be credited toward a part or all of any one or more of such mandatory sinking
fund redemption amounts for the 2011 Bonds maturing on May 15, 20 or May 15, 20__, respectively,
in such order of mandatory sinking fund date as shall be directed by the Authority.]

Extraordinary Optional Redemption in the Event of Damage, Destruction or Condemnation The
2011 Bonds are subject to redemption prior to maturity in whole or in part from time to time, from such
maturities or portions thereof designated by the State in its notice described below, on such date or dates
as the Trustee shall determine as hereinafter described, at a redemption price equal to 100% of the prin-
cipal amount to be redeemed, together with accrued interest thereon to the redemption date (to the extent
that funds are available for such purpose as described herein), but without premium, in the event that
(i) any of the Facilities are damaged or destroyed, in whole or in part, or the Leased Property or any por-
tion thereof is taken in a condemnation or other proceeding, or certain events occur with respect to the
title to such Leased Property or construction defects in any of the Facilities as described in the Lease,
(ii) the Net Proceeds of any insurance policy, performance bond or condemnation award, or the Net
Proceeds received as a consequence of defaults under any Project Contract (excluding liquidated damag-
es), plus all amounts required to be paid as deductibles thereunder, made available by reason of one or
more such occurrences, and any other legally available moneys, shall be insufficient to pay in full the cost
of rebuilding, replacing or repairing Leased Property and (iii) the Lessee elects, pursuant to the Lease, to
waive its obligation to rebuild, repair or replace the affected portion of such Leased Property by deposit-
ing such Net Proceeds into the Redemption Fund for application to the redemption of then—Outstanding
Bonds in accordance with the Lease and the Indenture and provides written notice of such election to the
Trustee and the Authority. If 2011 Bonds are called for extraordinary optional redemption, the
2011 Bonds to be redeemed will be redeemed on such date or dates as the Trustee may determine to be in
the best interests of the Owners of the 2011 Bonds.

On the redemption date or dates determined as provided in the preceding paragraph, the Trustee shall

transfer all moneys into the Redemption Fund in accordance with the provisions of the Indenture to be
used by the Trustee to redeem the 2011 Bonds on such redemption date or dates to the extent necessary
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after giving effect to all moneys transferred to the Redemption Fund. The Trustee shall credit automatical-
ly against the State’s obligation under the Lease an amount equal to the amount in the Redemption Fund.

Notice of Redemption. Notice of the call for any redemption, identifying and stating, among other
things, the 2011 Bonds or portions thereof to be redeemed, the redemption date and price, and that the
interest on such Bonds will cease to accrue from and after the redemption date, shall be given by the Trus-
tee, upon being satisfactorily indemnified as to expenses, by mail at least 30 but not more than 60 days
prior to the date fixed for redemption to the registered Owner of each 2011 Bond to be redeemed in whole
or in part at the address shown on the registration books; provided, however, that failure to give such no-
tice by mailing, or any defect therein with respect to any 2011 Bond, shall not affect the validity of any
proceedings for the redemption of any other 2011 Bond or portion thereof with respect to which no such
failure has occurred. Any notice mailed as provided above shall be conclusively presumed to have been
duly given, whether or not the registered Owner receives the notice.

In addition to the foregoing notice, certain further notice of any redemption of 2011 Bonds shall be
given by the Trustee as provided in the Indenture. Any defect in such further notice or failure to give all
or any portion of such further notice shall not in any manner defeat the effectiveness of a call for redemp-
tion.

On or prior to the date fixed for any redemption of 2011 Bonds, the moneys required for such re-
demption shall be deposited with the Trustee by the State in accordance with the Lease. The principal of
the 2011 Bonds called for redemption shall cease to bear interest after the specified redemption date, pro-
vided that sufficient funds for redemption are on deposit with the Trustee at that time.

If at the time of mailing of any notice of redemption there shall not have been deposited with the
Trustee moneys sufficient to redeem all the 2011 Bonds called for redemption, which moneys are or will
be available for redemption of 2011 Bonds, such notice shall state that such redemption is subject to the
deposit of the redemption moneys with the Trustee not later than the opening of business on the redemp-
tion date and that such notice shall be of no effect unless such moneys are so deposited.

Redemption Payments. All moneys to be used for redemption of 2011 Bonds (other than mandatory
sinking fund redemptions, if any) shall be deposited in the Redemption Fund established under the Inden-
ture. Said moneys shall be set aside in the Redemption Fund solely for the purpose of redeeming the prin-
cipal of the 2011 Bonds in advance of their scheduled maturity date, except as may otherwise be required
by any Tax Certificate, and shall be applied on or after the Bond Payment Date or other date designated
for redemption to the payment of the principal of, and premium, if any, and interest on, the 2011 Bonds to
be redeemed, upon presentation and surrender of such 2011 Bonds.

Partial Redemption of 2011 Bonds. In the case of a partial redemption of 2011 Bonds when
2011 Bonds of denominations greater than $5,000 are then outstanding, then for all purposes in connec-
tion with such partial redemption, each $5,000 of face value shall be treated as though it were a separate
2011 Bond of the denomination of $5,000. If it is determined that one or more, but not all, of the $5,000
units of face value represented by any 2011 Bond is to be called for redemption, then upon notice of in-
tention to redeem such $5,000 unit or units (given by the Trustee), the Owner of such 2011 Bond shall
forthwith surrender such 2011 Bond to the Trustee (a) for payment of the redemption price (including the
premium, if any, and interest to the date fixed for redemption) of the $5,000 unit or units of face value
called for redemption and (b) for exchange, without charge to the Owner thereof, for a new 2011 Bond or
2011 Bonds of the same Series, designation, maturity and interest rate and in any of the authorized deno-
minations, at the option of the Owner thereof, of the aggregate principal amount of the unpaid balance of
the principal amount of the 2011 Bond to be so redeemed. If the Owner of any such 2011 Bond of a de-
nomination greater than $5,000 shall fail to present such 2011 Bond to the Trustee for redemption and
exchange as aforesaid, the principal amount of such 2011 Bond to be redeemed shall, nevertheless, be-
come due and payable on the redemption date to the extent of the $5,000 unit or units of face value called
for redemption (and to that extent only); interest shall cease to accrue on the portion of the principal
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amount of such 2011 Bond to be redeemed represented by such $5,000 unit or units of face value on and
after the redemption date and (funds sufficient for the payment of the redemption price having been depo-
sited with the Trustee and being available for the redemption of said unit or units on the redemption date)
such 2011 Bond shall not be entitled to the benefit or security of the Indenture to the extent of the portion
of its principal amount (and accrued interest thereon after the redemption date) represented by such
$5,000 unit or units of face value nor shall new 2011 Bonds be thereafter issued corresponding to said
unit or units. 2011 Bonds shall be redeemed only in the principal amount of $5,000 each or any whole
multiple thereof.

With respect to any partial redemption of 2011 Bonds of less than all of a particular maturity of
2011 Bonds, the particular 2011 Bonds to be redeemed shall be selected by the Trustee by lot in such
manner as the Trustee shall determine to be fair and equitable.

Book-Entry System

DTC will act as securities depository for the 2011 Bonds. The 2011 Bonds will be issued as fully—
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other
name as may be requested by an authorized representative of DTC. One fully-registered 2011 Bond cer-
tificate will be issued for each maturity of the 2011 Bonds, each in the aggregate principal amount of such
maturity, and will be deposited with DTC or a “fast agent” of DTC. See “APPENDIX G—BOOK-
ENTRY SYSTEM?” for a more detailed discussion of the book—entry system and DTC.

Manner Of Payment, Registration, Transfer And Exchange

The Trustee, as Registrar, will keep or cause to be kept sufficient books for the registration, exchange
and transfer of the 2011 Bonds (the “Register”). In all cases in which the privilege of exchanging or trans-
ferring the 2011 Bonds is exercised in the event that the book-entry system is discontinued and
2011 Bonds are transferred or exchanged, the Authority shall execute, and the Trustee shall authenticate,
register and deliver, 2011 Bonds in accordance with the provisions of the Indenture. In such cases, any
2011 Bond may, in accordance with its terms, be transferred upon the Register by the Owner of the
2011 Bond, in person or by such Owner’s duly authorized attorney, upon surrender of such registered
2011 Bond for cancellation, accompanied by delivery of a written instrument of transfer, duly executed in
a form approved by the Trustee. Similarly, 2011 Bonds may be exchanged in such instances at the prin-
cipal corporate trust office of the Trustee for a like principal amount of 2011 Bonds of other authorized
denominations. The Trustee will require the Owner requesting such transfer or exchange to pay any tax or
other governmental charge required to be paid with respect to such transfer or exchange, and the Trustee
may in addition require the payment of a reasonable sum to cover expenses incurred by the Authority or
the Trustee in connection with such transfer or exchange.

STATE BUILDING OWNERSHIP AUTHORITY
Establishment And Statutory Powers

The Authority was created in 1979 as a body politic and corporate of the State. The Authority is em-
powered, among other things, to issue its bonds (with the prior approval of the Legislature) to finance the
acquisition and construction of facilities to be leased to State agencies and their affiliated entities from
rentals paid out of budget appropriations or other available funds for the lessee agencies, which in the ag-
gregate will be sufficient to pay the principal of and interest on the Bonds as they become due and to
maintain, operate and insure the facilities. The necessary prior approval of the Legislature for the issuance
of such bonds is given by specific acts, which acts are generally passed upon during a General Session of
the Legislature.
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The Authority is also empowered, among other things, to: (i) contract with others for needed services;
and (ii) cause to be executed mortgages, trust deeds, indentures, pledge agreements, assignments, security
agreements, and financing statements encumbering property acquired, or constructed by the Authority.

The Authority is comprised of three members: the Governor or designee, the State Treasurer and the
Chair of the State Building Board. The Building Ownership Act directs DFCM to construct and maintain
any facilities acquired or constructed for the Authority.

State Building Board

The State Building Board consists of seven voting members who are appointed by the Governor. In
addition, the director of the Governor’s Office of Planning and Budget of the State is a non-voting mem-
ber of the board. The board acts as a policy—making board for DFCM. The board’s current statutory re-
sponsibilities include the preparation and maintenance of a five—year building plan for submission to the
Governor and the Legislature, the establishment of design and construction standards for State facilities,
the establishment of procurement rules for the design and construction and leasing of State facilities, and
the establishment of policies and procedures regarding the functions of DFCM.

Division Of Facilities Construction And Management

DFCM is responsible for the design and construction of the facilities used by all state agencies and in-
stitutions. DFCM contracts with private architectural, engineering, and construction firms for the design
and construction of such facilities. DFCM reviews plans prior to bidding and supervises the design and
construction processes. DFCM acts as staff to the State Building Board in the analysis of facility needs
and the prioritization of capital projects.

DFCM is responsible for the leasing of all facilities for State agencies with some exceptions. Informa-
tion regarding leases is submitted annually to the Legislature for its review and approval. Other responsi-
bilities of DFCM include the management and maintenance of many State facilities, the allocation of
space among State agencies, and the ownership of much of the State’s real property.

Legal Borrowing Debt Capacity

The Authority may not issue any bonds or other obligations under the Building Ownership Act in an
amount which would exceed the difference between (i) the total outstanding indebtedness of the State
(exclusive of certain State highway bonds specified under the Building Ownership Act) and (ii) 1.5% of
the fair market value of the taxable property of the State. Under this formula, the Authority’s debt capaci-
ty is reduced as non—excluded State general obligation bonds are issued. As of October 25, 2011 (the an-
ticipated delivery date of the 2011 Bonds), the legal debt limit and additional debt incurring capacity of
the Authority are calculated as follows:

(The remainder of this page has been intentionally left blank.)
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Fair market value of ad valorem taxable property (1)........cccccuvrerineiiisinieienese e $269,496,519,718

Fees in lieu of ad valorem taxable property (2) ......cccooeeeveveiesieie s ~11,349,810,426
Total fair market value of taxable Property (1) .....cccocveoeiereiiieee s $280,846,330,144
1.5% debt Mt @MOUNT........ccoiieiiereeee et $4,212,694,952
Less: outstanding State general obligation debt (net) (3).......cccovoivieieniiiieiree e (3,692,496,229)
Less: Authority’s outstanding lease revenue bonds (Net) (3).....ccccevvevieevinvieninsceeie e (319,718,835)*
Plus: statutorily exempt State general obligation highway debt (net) (3).......ccccocevevevvennen. 3,258,995,379
Authority’s estimated additional debt incurring Capacity ..........ccoceveviviievivsiese e $3,459,475,267*

*  Preliminary; subject to change.

(1) Based on 2010 taxable values. The estimated fair market value for 2011 is $267,337,000,000. See “FINAN-
CIAL INFORMATION REGARDING THE STATE OF UTAH—Property Tax Matters—Taxable Value Com-
pared with Fair Market Value of All Taxable Property in the State” below.

(2) Based on 2010 “age based” values. For purposes of calculating debt incurring capacity only, the value of all
motor vehicles and state—assessed commercial vehicles (which value is determined by dividing the uniform fee
revenue by 1.5%) is added to the fair market value of the taxable property in the State.

(3) Includes unamortized original issue bond premium and deferred amount on refunding that was treated as prin-
cipal for purposes of calculating the applicable constitutional and statutory debt limits as of October 25, 2011.

The State’s Limited Lease Rental Obligation

The Building Ownership Act provides that, except as otherwise provided therein, bonds issued by the
Authority pursuant thereto will be payable solely out of rentals or lease payments received by the Au-
thority for the facilities constructed or acquired thereunder, and that, if the amounts otherwise legally
available to be paid by the State to the Authority under the Lease are insufficient to pay the principal of
and interest on the bonds as and when due, the Governor may request the Legislature to appropriate addi-
tional funds for the payment of amounts due. The Legislature may, but is not required to, make such an
appropriation. Bonds issued pursuant to authorizing legislation of this type are sometimes referred to
herein as “State Lease Revenue Bonds.”

Debt Issuance

Current Lease Revenue Obligation Bonds Outstanding. The 2011 Bonds of the Authority will be the
24™ series of Bonds to be issued pursuant to the State Facilities Master Lease Program. Under the State
Facilities Master Lease Program, no debt service reserve fund is created for any Bonds issued pursuant to
the Indenture and the Lease. In connection with this program, all Bonds are issued on a parity basis and
are cross—collateralized by the facilities subject to the lien of the Indenture and the Mortgages.

The 2011 Bonds and all other Bonds issued under the State Facilities Master Lease Program are
not classified as State Moral Obligation Bonds as defined in “DEBT STRUCTURE OF THE STATE
OF UTAH—State Moral Obligation Bonds” below. However, the 2011 Bonds are considered to be
State Lease Revenue Bonds.

As of October 25, 2011, the Authority will have the following State Lease Revenue Bonds outstand-
ing under the State Facilities Master Lease Program and other separate stand alone legal documents:
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Issued (On a Parity Basis) Under the State Facilities Master Lease Program

Original Current
Principal Final Principal
Series (1) Purpose Amount Maturity Date Outstanding_
2011 (@) ...coenenee. Various purposes $ 5,250,000* May 15, 2031 $ 5,250,000*
2010 ..o Refunding 36,735,000 May 15, 2024 36,135,000
2009E (2) .......... Huntsman Hospital (BABS) 89,470,000 May 15, 2030 89,470,000
2009D................ Huntsman Hospital 12,125,000 May 15, 2017 12,125,000
2009C (2) .......... DABC Warehouse (BABs) 16,715,000 May 15, 2029 16,715,000
2009B................ DABC Warehouse 8,445,000 May 15, 2019 8,445,000
2009A.......cccue.. DABC Facilities 25,505,000 May 15, 2030 24,675,000
2007A (3).......... DABC/UCI Facilities 15,380,000 May 15, 2028 14,020,000
2006A................ DABC Facilities 8,355,000 May 15, 2027 7,170,000
2004A (4).......... Refunding/various purposes 45,805,000 May 15, 2027 21,490,000
2003 .....ccovvi Refunding/various purposes 22,725,000 May 15, 2025 15,255,000
1998C (5) (6)..... Refunding 105,100,000  May 15, 2019 _64,055,000
Total principal amount of outstanding State Facilities Master Lease Program Bonds............... $314,805,000*

*

(a)
(1)

(2)
3)

(4)
(5)
(6)

Preliminary; subject to change.

Ratings applied for.

All bonds rated “Aal” by Moody’s Investors Service, Inc. (“Moody’s); and “AA+” by Standard & Poor’s Rat-
ings Services, a Standard & Poor’s Financial Services LLC business (“S&P”), as of the date of this OFFICIAL
STATEMENT. No municipal bond rating has been requested from Fitch Ratings.

Issued as federally taxable, 35% issuer subsidy, “Build America Bonds”.

These bonds are insured by National Public Finance Guarantee Corp., as of the date of this OFFICIAL STA-
TEMENT.

Portions of this bond issue have been refunded by the 2010 Bonds.

These bonds are insured by Assured Guaranty Municipal Corp.

Portions of this bond issue (principal amounts maturing 2012 through 2019, in the total aggregate amounts of
$2,925,000 and $4,515,000) have been legally defeased by separate irrevocable escrow accounts, which ac-
counts were funded from available cash on hand.

Other series of State Lease Revenue Bonds issued by the Authority, as listed below under the caption

“Issued Under Separate Stand Alone Legal Documents,” are not issued on a parity basis with the State
Lease Revenue Bonds issued under the State Facilities Master Lease Program or each other. Separate debt
service reserve funds have been established and funded for each of these series of bonds.

Issued Under Separate Stand Alone Legal Documents

Original Current

Principal Final Principal
Series Purpose Amount Maturity Date Outstanding__
1993A (1).. Human Services Building $ 6,230,000 January 1, 2013 $965,000
1992B (2).. Youth Corrections 1,380,000  August 15, 2011 0
1992A (2).. Refunding/Employ. Security 26,200,000  Auwugust 15, 2011 0
Total Authority’s Other BONAS ..........cc.oviiiiiccec s $965,000

(1)
)

Rated “Aal” by Moody’s, and “AA+” by S&P, as of the date of this OFFICIAL STATEMENT. No municipal
bond rating has been requested from Fitch.

These bond issues are included in this table because final debt payment occurred in Fiscal Year 2012. See “Debt
Service Schedule Of Outstanding Lease Revenue Bonds (State Building Ownership Authority) By Fiscal Year”
below.
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Summary

Total State Facilities Master Lease Program BoONnds ...........ccooveeiiiiieneneniie e $314,805,000*
Total Authority’s Other DONAS ..........ooiii e 965,000
Total State Lease ReveNUe BONAS (1) .....oovoeeirieeiere e $315,770,000*

*  Preliminary; subject to change.

(1) For accounting purposes, the total unamortized bond premium is $7,929,609 and the total deferred amount on
refunding is $3,980,774 as of October 25, 2011, together with current debt outstanding of $315,770,000%, re-
sults in total outstanding net direct debt of $319,718,835*.

Authorized State Lease Revenue Bonds and Future Bonds Issuance. Notwithstanding the legal debt
issuing capacity of the Authority discussed in this section under “Legal Borrowing Debt Capacity” above,
the Authority may only issue State Lease Revenue Bonds for facilities authorized by the Legislature.

Under existing legislative authorization, the Authority has approximately $10.5 million (for capital
projects from a 2000 authorization) of remaining bonding authority for future projects that may be under-
taken solely by vote of the Authority.

As of the date of this OFFICIAL STATEMENT, the Authority anticipates it will not issue the re-
maining authorized lease revenue bonds in Fiscal Year 2012.

(The remainder of this page has been intentionally left blank.)
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Debt Service Schedule of Outstanding Lease Revenue Bonds (State Building Ownership Authority) By Fiscal Year (1)

Issued under the State Facilities Master Lease Program

Fiscal Series 2011 Series 2010 Series 2009E Series 2009D Series 2009C Series 2009B Series 2009A
Year Ending $5,250,000* $36,735,000 $89,470,000 $12,125,000 $16,715,000 $8,445,000 $25,505,000
June 30 Principal* Interest (a) Principal Interest Principal Interest (2) Principal Interest Principal Interest (2) Principal Interest Principal Interest
2012. $ 210,000 $ 101,141 $ 1,480,000 $ 1,806,750 $ 0 $ 4,992,885 $ 0 $ 606,250 $ 0 $ 929,780 $ 900,000 $ 404,250 $ 875,000 $ 1,160,500
2013. 355,000 156,200 1,545,000 1,732,750 0 4,992,885 0 606,250 0 929,780 925,000 377,250 900,000 1,134,250
2014.... 360,000 149,100 1,620,000 1,655,500 0 4,992,885 1,300,000 606,250 0 929,780 975,000 331,000 925,000 1,107,250
2015.... 370,000 141,900 2,880,000 1,574,500 0 4,992,885 3,425,000 541,250 0 929,780 1,020,000 282,250 950,000 1,079,500
2016.... 375,000 134,500 3,030,000 1,430,500 0 4,992,885 3,605,000 370,000 0 929,780 1,075,000 231,250 975,000 1,041,500
2017.... 385,000 125,125 3,175,000 1,279,000 0 4,992,885 3,795,000 189,750 0 929,780 1,125,000 177,500 1,025,000 1,002,500
2018. 390,000 115,500 3,330,000 1,120,250 4,010,000 4,992,885 - - 0 929,780 1,185,000 121,250 1,075,000 951,250
2019.... 405,000 105,750 3,510,000 953,750 0 4,807,463 - - 0 929,780 1,240,000 62,000 1,125,000 897,500
2020.... 415,000 93,600 2,995,000 778,250 5,295,000 4,807,463 - - 1,305,000 (4) 929,780 - - 1,175,000 841,250
2021.... 425,000 81,150 3,145,000 628,500 5,555,000 4,539,853 - - 1,370,000 (4) 860,693 - - 1,250,000 782,500
2022.... 445,000 64,150 3,275,000 471,250 5,830,000 4,248,549 - - 1,445,000 (4) 788,165 - - 1,300,000 720,000
2023. 465,000 46,350 3,445,000 307,500 5,395,000 3,936,994 - - 1,520,000 (4) 711,667 - - 1,375,000 655,000
2024. 70,000 27,750 2,705,000 135,250 5,695,000 3,643,290 - - 1,605,000 (4) 631,198 - - 1,450,000 586,250
2025. 75,000 24,950 - - 6,015,000 (3) 3,327,559 - - 1,685,000 (5) 546,230 - - 1,500,000 513,750
2026.... 75,000 21,950 - - 8,635,000 (3) 2,980,614 - - 1,785,000 (5) 449,039 - - 1,575,000 438,750
2027.... 80,000 18,950 - - 9,145,000 (3) 2,482,547 - - 1,890,000 (5) 346,080 - - 1,675,000 360,000
2028. 80,000 15,750 - - 10,665,000 (3) 1,955,064 - - 1,995,000 (5) 237,065 - - 1,750,000 (6) 276,250
2029. 85,000 12,150 - - 11,285,000 (3) 1,339,906 - - 2,115,000 (5) 121,993 - - 1,850,000 (6) 188,750
2030. 90,000 8,325 - - 11,945,000 (3) 688,988 - - - - - - 1,925,000 (6) 96,250
2031.... . 95,000 4,275 - - - - - - - - - - - -
Totals......... $ 5,250,000 $ 1,448,566 $ 36,135,000 $ 13,873,750 $ 89,470,000 $ 73,708,483 $ 12,125,000 $ 2,919,750 $ 16,715,000 $ 13,060,150 $ 8,445,000 $ 1,986,750 $ 24,675,000 $ 13,833,000
Fiscal Series 2007A Series 2006A Series 2004A Series 2003 Series 1998C
Year Ending $15,380,000 $8,355,000 $45,805,000 $22,725,000 $105,100,000
June 30 Principal Interest Principal Interest Principal Interest Principal Interest Principal (14) Interest
2012.... $ 565,000 $ 667,513 $ 325,000 $ 307,053 $ 2,665,000 $ 1,068,463 $ 1,375,000 $ 663,530 $ 8,345,000 $ 3,523,025
2013.... 585,000 643,500 335,000 295,678 2,795,000 935,213 1,440,000 594,780 8,805,000 3,064,050
2014.... 610,000 618,638 350,000 282,278 2,945,000 795,463 835,000 537,180 9,290,000 2,579,775
2015. 645,000 592,713 365,000 268,278 1,910,000 648,213 (13) 875,000 503,780 8,850,000 2,068,825
2016. 665,000 563,688 380,000 253,678 2,010,000 552,713 (13) 900,000 468,780 9,230,000 (15) 1,582,075
2017. 695,000 533,763 395,000 238,478 2,110,000 452,213 (13) 940,000 432,780 9,130,000 (15) 1,074,425
2018.... 735,000 502,488 410,000 222,678 1,090,000 346,713 (13) 980,000 394,240 8,295,000 (15) 572,275
2019.... 760,000 471,250 425,000 205,663 800,000 292,213 (13) 1,020,000 353,080 2,110,000 (15) 116,050
2020. 795,000 (7) 438,000 445,000 187,600 845,000 252,213 (13) 1,065,000 310,240 - -
2021. 835,000 (7) 398,250 465,000 168,688 530,000 207,850 (13) 1,110,000 264,978 - -
2022. 880,000 (8) 356,500 485,000 145,438 0 180,025 (13) 1,160,000 216,415 - -
2023.... 915,000 (8) 312,500 510,000 122,400 0 180,025 (13) 1,210,000 165,375 - -
2024.... 965,000 (9) 266,750 535,000 (11) 96,900 0 180,025 (13) 1,265,000 110,925 - -
2025.... 1,015,000 (9) 218,500 560,000 (11) 74,163 1,830,000 (12) 180,025 1,080,000 54,000 - -
2026.... 1,065,000 (10) 167,750 580,000 (11) 50,363 1,250,000 (12) 93,100 - - - -
2027. 1,115,000 (10) 114,500 605,000 (11) 25,713 710,000 (12) 33,725 - - - -
2028.... 1,175,000 (10) 58,750 - - - - - - - -
2029.... - - - - - - - - - -
2030.... - - - - - - - - - -
2031.... . - - - = - - - - - -
Totals......... $ 14,020,000 $ 6,925,050 $ 7,170,000 $ 2,945,043 $ 21,490,000 $ 6,398,188 $ 15,255,000 $ 5,070,083 $ 64,055,000 $ 14,580,500
* Preliminary; subject to change. (8) Mandatory sinking fund payments from a $1,795,000, 5%, term bond due May 15, 2023.
(a) Preliminary; subject to change. Interest has been estimated at an average interest rate of 3.53% per annum. (9) Mandatory sinking fund payments from a $1,980,000, 5%, term bond due May 15, 2025.
(1) These tables reflect the Authority’s debt service schedule for its lease revenue bonds for the Fiscal Year shown. (10) Mandatory sinking fund payments from a $3,355,000, 5%, term bond due May 15, 2028.
This information is based on payments (cash basis) falling due in that particular Fiscal Year (11) Mandatory sinking fund payments from a $2,280,000, 4.25%, term bond due May 15, 2027.
(2) Issued as federally taxable “Build America Bonds.” Does not reflect a 35% federal interest rate subsidy. (12) Mandatory sinking fund payments from a $3,790,000, 4.75%, term bond due May 15, 2027.
(3) Mandatory sinking fund payments from a $57,690,000, 5.768%, term bond due May 15, 2030. (13) Certain principal maturites and interest have been refunded by the 2010 Bonds.
(4) Mandatory sinking fund payments from a $7,245,000, 5.294%, term bond due May 15, 2024. (14) Remaining principal after portions of certain principal amounts maturing May 15, 2011 through May 15, 2019 have been legally defeased by
(5) Mandatory sinking fund payments from a $9,470,000, 5.768%, term bond due May 15, 2029. separate irrevocable escrow accounts.
(6) Mandatory sinking fund payments from a $5,525,000, 5%, term bond due May 15, 2030. (15) Mandatory sinking fund payments from a $28,765,000, 5.50%, term bond due May 15, 2019.
(7) Mandatory sinking fund payments from a $1,630,000, 5%, term bond due May 15, 2021.
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Debt Service Schedule of Outstanding Lease Revenue Bonds (State Building Ownership Authority)
By Fiscal Year (1)-continued

Issued Under Stand Alone Legal Documents

Fiscal Series 1993A; $6,230,000 Series 1992B; $1,380,000 Series 1992A,; $26,200,000
Year Ending Total Debt Total Debt Total Debt
June 30 Principal Interest Service Principal Interest Service Principal Interest Service

$ 470,000 (2) $ 50,663 $ 520,663 $ 120,000 $ 3,600 $ 123,600 $ 2,185,000 $ 62,819 $ 2,247,819
495,000 (2) 25,988 520,988 - - - - - -

$ 965,000 $ 76,651 $ 1,041,651 $ 120,000 $ 3,600 $ 123,600 $ 2,185,000 $ 62,819 $ 2,247,819

Total Bonds Issued

State Facilities Stand Alone Total All
Fiscal Master Lease Program Legal Documents Lease Obligations
Year Ending Total Total Total Debt Total Total Total Debt Total Total Total Debt
June 30 Principal Interest (3) Service* Principal Interest Service Principal Interest (3) Service*

$ 16,740,000 $ 16,231,138 $ 32,971,138 $ 2,775,000 $ 117,082 $ 2,892,082 $ 19,515,000 $ 16,348,220 $ 35,863,220

17,685,000 15,462,585 33,147,585 495,000 25,988 520,988 18,180,000 15,488,573 33,668,573
19,210,000 14,585,097 33,795,097 - - - 19,210,000 14,585,097 33,795,097
21,290,000 13,623,872 34,913,872 - - - 21,290,000 13,623,872 34,913,872
22,245,000 12,551,347 34,796,347 - - - 22,245,000 12,551,347 34,796,347
22,775,000 11,428,197 34,203,197 - - - 22,775,000 11,428,197 34,203,197
21,500,000 10,269,307 31,769,307 - - - 21,500,000 10,269,307 31,769,307
11,395,000 9,194,497 20,589,497 - - - 11,395,000 9,194,497 20,589,497
14,335,000 8,638,395 22,973,395 - - - 14,335,000 8,638,395 22,973,395
14,685,000 7,932,461 22,617,461 - - - 14,685,000 7,932,461 22,617,461
14,820,000 7,190,492 22,010,492 - - - 14,820,000 7,190,492 22,010,492
14,835,000 6,437,811 21,272,811 - - - 14,835,000 6,437,811 21,272,811
14,290,000 5,678,338 19,968,338 - - - 14,290,000 5,678,338 19,968,338
13,760,000 4,939,176 18,699,176 - - - 13,760,000 4,939,176 18,699,176
14,965,000 4,201,565 19,166,565 - - - 14,965,000 4,201,565 19,166,565
15,220,000 3,381,515 18,601,515 - - - 15,220,000 3,381,515 18,601,515
15,665,000 2,542,878 18,207,878 - - - 15,665,000 2,542,878 18,207,878
15,335,000 1,662,800 16,997,800 - - - 15,335,000 1,662,800 16,997,800
13,960,000 793,563 14,753,563 - - - 13,960,000 793,563 14,753,563

95,000 4,275 99,275 - - - 95,000 4,275 99,275

$314,805,000 $156,749,312 $471,554,312 $ 3,270,000 $ 143,070 $ 3,413,070 $318,075,000 $156,892,382 $474,967,382

* Preliminary; subject to change.

(1) This table reflects the Authority’s debt service schedule for its lease revenue bonds for the fiscal year shown. This information is based on payments (cash basis)
falling due in that particular Fiscal Year.

(2) Mandatory sinking fund payments from a $1,410,000, 5.25%, term bond due January 1, 2013.

(3) Does not reflect a 35% federal interest subsidy payments on several “Build America Bonds” lease revenue bond issues.
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No Defaulted Authority Bonds Or Failures By State To Renew Lease

As of the date of this OFFICIAL STATEMENT, the Authority has never failed to pay when due the
principal of and interest on its bonded indebtedness and other payment obligations related thereto. As of
the date of this OFFICIAL STATEMENT, the State has never failed to renew, or defaulted on any pay-
ments due under, any annually renewable lease with the Authority.

THE FACILITIES
The Facilities As Security For The 2011 Bonds

The 2011 Bonds are equally and ratably secured by the lien of the Indenture and the Lease, subject to
the terms, conditions, limitations and exceptions set forth therein. Upon the occurrence of an Event of
Default under the Indenture or the occurrence of an Event of Nonappropriation under the Lease, the State
shall be required to surrender and vacate the Facilities, the Trustee shall have all rights and remedies to
take possession of the Facilities as trustee for the benefit of the Beneficial Owners of the Bonds, and the
Trustee may exercise various remedies against or with respect to the Facilities under the Indenture and the
Lease for the proportionate benefit of the Beneficial Owners of the Bonds, subject to the limitation on
remedies and acceleration during acquisition and construction of any of the Facilities. See in this section
“Cross—Collateralization” below. See also “THE 2011 BONDS—Security And Sources Of Payment For
The 2011 Bonds—The Lease and the Indenture” above. Under the Lease, an Event of Nonappropriation
will occur if the Legislature fails or refuses to specifically appropriate moneys sufficient to pay the Ren-
tals with respect to all or any portion of the Facilities coming due in any fiscal year under the Lease.

Certain of the Facilities are part of larger projects, additional funding for which has come from
sources other than Bonds issued under the Indenture (“Non-Bond Financed Projects”). Facilities do not
include any Non-Bond Financed Project portions except to the extent, if any, covered by the appropriate
Site Leases where necessary to provide requisite structural support for the respective Facilities.

The Facilities Financed With The Bonds

Set forth below is a brief description of certain major Facilities financed or refinanced through the
proceeds of the 2011 Bonds and the Prior Parity Bonds. The Facilities consist of approximately
68 separate facilities, located in various counties within the State, that are used by various departments of
State government and State Bodies including the Department of Alcoholic Beverage Control, the Univer-
sity of Utah’s Health Sciences Center, various District and Juvenile Courts, the Department of Correc-
tions, the Department of Community and Culture, the Department of Human Services, the Department of
Natural Resources and its Division of Parks and Recreation, the State Office of Education, the Depart-
ment of Environmental Quality, the Department of Transportation and others. The most significant of
these facilities include or will include:

(1) The expansion of the Huntsman Cancer Hospital (which is part of the University of Utah’s Health Sciences
Center) in 2009. The Authority issued approximately $90 million of bonds for construction of a new
$102 million, 156,000 square foot expansion to the existing Huntsman Cancer Hospital. Approximately
$12 million will be contributed to the project by private contributions.

(2) The Huntsman Cancer Hospital was expanded in 2001, with a $105 million, 272,000 square—foot, build-
ing. This expansion was financed with approximately $100.2 million ($30.3 million of variable rate Bonds
and approximately $69.9 million fixed rate Bonds) issued by the Authority and various public and private
contributions.

(3) The State Courts Complex, a five—story structure with approximately 417,000 square feet of space located
in Salt Lake City. The Authority issued approximately $60.7 million of Bonds to finance this facility.
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(4)

©)

(6)

()

(8)

©)

(10)

DABC warehouse expansion, located in Salt Lake County, Utah. The Authority issued approximately
$23.7 million of Bonds to finance this facility.

Two office buildings located in Salt Lake City, totaling approximately 77,000 square feet of space, built
for occupancy for the Department of Environmental Quality (“DEQ”). The Authority issued approximate-
ly $18.3 million of Bonds to finance these facilities.

The West Jordan Courts Complex project in Salt Lake County. The Authority issued approximately
$13.9 million of Bonds to finance this facility.

The acquisition of a Youth Corrections Facility in Salt Lake County to be used by the Department of Hu-
man Services. The Authority issued approximately $13.3 million of Bonds to finance this facility.

A building of approximately 137,000 square feet in Salt Lake County used by the Department of Commu-
nity and Culture (“DCC”) as a State Library building. The Authority issued approximately $13.1 million
of Bonds to finance this facility.

An office building of approximately 95,000 square feet in Salt Lake City used by the Department of Natu-
ral Resources (“DNR™). The Authority issued approximately $10.6 million of Bonds to finance this facili-

ty.

The Davis County Courts Complex. The Authority issued approximately $10.5 million of Bonds to
finance this facility.

The following table provides further summary information regarding the Facilities:

Scheduled Date of
Release from Lien

Facility Construction Status _ (May 16) (1)
Huntsman Cancer Hospital (2009 expansion) . Under construction—2012 2030
Huntsman Cancer Hospital ................ccccevnenen. Completed-2004 2019
State Courts Complex .......cccvvvveiniiincniee, Completed-1998 2018
DABC WarehoUSe .......ccccoveeeneiieieireieie e Completed—2011 2029
DEQ OffiCe icvveieiic v Completed-1993-1995 2014
West Jordan Courts Complex ........ccccoovvernennes Completed-2005 2025
Youth COrrections........coceevevvvreeieneee e Completed-1998 2017
DCC Library ...ccocvvviviie e see e Completed-1999 2019
DNR OffiCe....ccoveiiiiiieiiceccce e Completed—-1997 2017
Davis County COUIS........cccvrvererriininenienieas Completed-1999 2019
All Other Facilities.......ccccevvvevieevivevieiieiiesinens Completed or under construction 2011-2030

(1) See “Release Of Portions Of Facilities—Scheduled Release of Facilities” below.

Cross—Collateralization

Subject to the following section “Release Of Portions Of Facilities,” pursuant to the Indenture and the
Lease, all of the 2011 Bonds issued under the Indenture are cross—collateralized in that the Authority has
granted to the Trustee, for the benefit of the Owners of all of the Bonds, a mortgage and security interest
in all of the Authority’s right, title and interest in all of the Facilities. The occurrence of an Event of De-
fault under the Indenture or an Event of Nonappropriation under the Lease will entitle the Trustee to take
possession of the Facilities and to exercise its rights and remedies to the extent provided in the Indenture
against the Facilities in such manner and order as the Trustee determines to be in the best interests of the
Owners of the Bonds then outstanding. However, the security interest in some of the Facilities may be
released prior to the payment of all of the 2011 Bonds as described below under “Release of Portions of
Facilities.”
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Release Of Portions Of Facilities

Under the terms and conditions provided in the Indenture and the Lease, portions of the Facilities may
be released from the liens of the Indenture and the Mortgages and the terms of the Lease as follows:

Release of Portions of Facilities” Sites. So long as no Event of Default or Event of Nonappropriation
has occurred under the Lease and is then continuing, the State and the Authority may make, from time to
time, without the consent of the Trustee or the Owners of the Bonds, such modifications, alterations,
amendments or additions to, or deletions from, the sites on which any of the Facilities are located as the
State and the Authority mutually agree to be necessary and desirable to facilitate the use and development
by the State, its successors, permitted sublessees and assigns, of such sites; provided, however, that the
portions of each such respective site remaining subject to the Lease and the Indenture after any such mod-
ification, alteration, amendment to, or deletion from, such site shall (i) be capable of being operated as a
separate and independent functional unit without additional cost to the occupant, (ii) be a single legal par-
cel of land or a combination of contiguous legal parcels, (iii) include the Facilities located on each such
respective site financed with the proceeds of sale of the Bonds or the replacement of such Facilities,
(iv) have adequate access to and from public streets and easements for the maintenance of all utilities and
(v) not be in violation of any applicable law, rule, regulation, ordinance, covenant or restriction relating
thereto. The State and the Authority covenant in the Lease not to agree to any modification, alteration,
amendment or addition to or deletion from the sites on which any of the Facilities are located that would
reduce the fair rental value of the Facilities remaining subject to the Lease (such value to be determined in
each instance with reference to the value to the State based upon its use of the Facilities under the Lease
and not with reference to such value as may be applicable for a different use or by a different user of the
Facilities) below the Rentals payable under the Lease or adversely affect the exclusion from gross income
for federal income tax purposes of interest on the Bonds or otherwise adversely affect the purposes for
which the Authority acquired the Facilities and for which the State is leasing the Facilities pursuant to the
Lease.

Release of Portions of Facilities Upon Exercise of Purchase Option. The Authority’s interest in any
portion of the Facilities representing separate Facilities shall be transferred to the State and title thereto
shall thereupon vest in the State upon the exercise by the State of its option to purchase such separate Fa-
cilities upon the terms and conditions provided in the Lease.

Release of Portions of Facilities Upon Discharge of Related Series of Bonds. At such time as all
Bonds of one or more Series issued to finance or refinance any separately identifiable portion of the Facil-
ities are deemed to be paid under the Indenture, such Bonds shall no longer be secured by or entitled to
the benefits of the Indenture or the Mortgages, except for the purposes of registration and exchange of
Bonds and from moneys or Government Obligations deposited with or for the benefit of the Trustee there-
fore, and the Trustee shall release the liens and security interests granted by the Indenture and the Mort-
gages with respect to such portions of the Facilities.

Release of Portions of Facilities. So long as no Event of Nonappropriation or Event of Default has
occurred and is then continuing under the Lease or the Indenture, the State shall be entitled to designate to
the Authority and the Trustee components of certain Facilities to be released from the security interests
and lien granted to the Trustee by the Indenture and the related Mortgage, but only to the extent that the
value of the Facilities remaining subject to such security interests and lien immediately after such pro-
posed release is not less than the then unpaid principal balance of the portion of the Base Rentals relating
to the remaining components of such Facilities.

Scheduled Release of Facilities. So long as no Event of Default has occurred and is then continuing
under the Indenture or the Mortgage relating to a Facility to be released and assuming the State has not
previously exercised its option to purchase such Facilities, the security interest and liens granted to the
Trustee by the Indenture and such Mortgage are scheduled to be released on certain dates specified in the
Lease and the Indenture.
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Notwithstanding anything to the contrary in the Lease, no portion of the Facilities shall be released,
unless, in each instance, the State delivers to the Trustee, the Authority and each of the Appropriate Rat-
ing Agencies written notice of the proposed release at least 10 days in advance of such release together
with a certificate executed by an authorized Lessee representative to the effect that the release of the por-
tion of the Facilities identified in the applicable notice required by the Lease will not reduce the fair rental
value of the Facilities remaining subject to the Lease (such value to be determined in each instance with
reference to the value to the State based upon its use of the Facilities under the Lease and not with refer-
ence to such value as may be applicable for a different use or by a different user of the Facilities) below
the Rentals payable under the Lease from and after such release.

Maintenance Of The Facilities

The State has covenanted in the Lease, at its own expense, to maintain, manage and operate the Facil-
ities in good order, condition and repair, ordinary wear and tear excepted. The State will provide or cause
to be provided all power, gas, telephone, light, heating and water and all other public utility services. See
“APPENDIX D—BASIC DOCUMENTATION-THE LEASE-Maintenance And Operation.”

RISK FACTORS

The purchase of the 2011 Bonds involves certain investment risks which are discussed throughout
this OFFICIAL STATEMENT. Accordingly, each prospective purchaser of the 2011 Bonds should make
an independent evaluation of all of the information presented in this OFFICIAL STATEMENT in order to
make an informed investment decision. Certain of these risks are described below. The enumerated risks
described below are not all-inclusive but are intended to highlight certain of these risks for the conveni-
ence of the reader.

Limited Obligations

The 2011 Bonds are payable from amounts due under the Lease on a parity basis with all other Bonds
that may be outstanding under the Indenture. The State’s obligation under the Lease does not constitute a
general obligation or other indebtedness of the State, the Authority or any agency or political subdivision
of the State within the meaning of any constitutional or statutory debt limitation. The Authority has no
taxing power.

The Initial Term of the Lease expired on June 30,1995, and the current term expires on
June 30, 2012. The State has the option to extend the term of the Lease for consecutive one-year renewal
terms, which it has done since 1995 and through June 30, 2012. Unless sooner terminated, this annual
renewal option will continue through June 30, 2030 with a final renewal term commencing July 1, 2030,
and ending May 16, 2031 (each renewal term, and all of the existing renewals are referred to herein as the
“Renewal Terms”).

There is no assurance that the State, in its sole discretion, will exercise its option to extend the term of
the Lease for any future Renewal Term. Accordingly, the likelihood that the State will extend the term of
the Lease for any Renewal Term and that there will be sufficient funds to pay the principal of, premium,
if any, and interest on the 2011 Bonds as the same become due depends upon a number of factors, includ-
ing, but not limited to:

(a) the economic and demographic conditions within the State,

(b) the ability of the State to generate sufficient tax or other revenues in any year,
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(c) the willingness of the Legislature in any future year to appropriate moneys to pay the Rentals,
which decision of the Legislature could be affected by many factors, including the continuing need of
the State for the Facilities, and

(d) the value of the Facilities if relet or sold in a foreclosure or other liquidation proceeding insti-
tuted by the Trustee in the event of the termination or expiration of the Lease if the Legislature does
not appropriate sufficient funds to extend the term of the Lease as provided therein.

General Economic Conditions

The State relies on tax revenues and fees as the primary source of funds to operate state government
and to pay its obligations. Regional and national economic conditions, such as weather—related economic
effects, business cycles, unemployment, and consumer confidence, are outside of the control of the Au-
thority and the State, and can have material adverse effects on the State’s revenues, and its ability to pay
Base Rentals on the Facilities. See “FINANCIAL INFORMATION REGARDING THE STATE OF
UTAH—Recent Developments” and “—Management’s Discussion And Analysis Of Financial State-
ments” below.

No Reserve Fund For The 2011 Bonds Or Any Other Bonds

No debt service reserve fund has been established to secure any of the Bonds issued under the In-
denture, including the 2011 Bonds.

Expiration Or Termination Of The Lease

In the event that the Legislature does not renew the term of the Lease in any year by appropriating
sufficient funds to pay Rentals due thereunder for the succeeding fiscal year, the State’s obligation to pay
Rentals under the Lease will terminate on the June 30 occurring at the end of the then—current Renewal
Term. Upon (a) the expiration of any Renewal Term of the Lease during which an Event of Nonappropri-
ation occurs or (b) an Event of Default under the Lease and an election by the Trustee to terminate the
possessory interest of the State under the Lease, the State’s right of possession of the Facilities under the
Lease will expire or be terminated, as appropriate.

A Bondowner should not anticipate that it will be possible to foreclose on the Leased Property and li-
quidate, relet or sell the Leased Property (subject to the Site Leases) after the occurrence of an Event of
Nonappropriation or an Event of Default for an amount equal to the aggregate principal amount of the
Bonds then Outstanding plus accrued interest thereon.

Certain of the Facilities financed under the Indenture will be or are now under construction. If the
possessory interest of the State under the Lease were to be terminated by reason of an Event of Nonap-
propriation or an Event of Default under the Indenture or otherwise pursuant to the Building Ownership
Act or the Lease prior to the acquisition and construction of these Facilities, the payment of principal of,
premium, if any, and interest on the 2011 Bonds would depend, in part, on the ability of the Trustee to
complete any unfinished construction, foreclose on the Facilities, and liquidate, relet or sell one or more
partially constructed Facilities. See “APPENDIX D—BASIC DOCUMENTATION-THE INDEN-
TURE—-Events Of Default And Remedies.”

Possible Difficulties In Selling Or Re-letting The Facilities

In the event that the State’s right of possession of the Facilities under the Lease expires or is termi-
nated for any of the reasons described in the Indenture, the obligation of the State to pay Rentals under the
Lease will continue through the then—current Renewal Term, but not thereafter, and the 2011 Bonds will
be payable from, among other sources, such moneys as may be available by way of recovery from the
State of the Rentals which are due through the then—current Renewal Term. As set forth in the Building
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Ownership Act, the Indenture and the Lease, if the State fails to pay any Rentals due to the Authority un-
der the terms of the Lease, the State shall immediately surrender, and vacate the Facilities, and the rental
or lease obligation under the Lease shall then cease. Should the Lease expire at the end of a Renewal
Term without any extension for the next succeeding Renewal Term, or if an event occurs pursuant to
which the Trustee terminates the State’s right of possession of the Facilities under the Lease, the Trustee
may repossess, complete construction, and relet or sell the affected Facilities as provided in the Indenture.

No assurance can be given that the Trustee could relet or sell the Facilities for the amount necessary
to pay the principal of and the interest due on the 2011 Bonds. The Facilities constitute facilities to be
used in connection with the operation of certain divisions of State government and institutions of higher
education and may not be readily usable by other types of tenants. See “THE FACILITIES” above. The
net proceeds of any reletting or sale of the Facilities, together with certain other moneys then held by the
Trustee under the Indenture, if any, are required to be used to pay the Bonds to the extent of such moneys.
No assurance can be given as to the amount of funds available from any such source for the payment of
the aggregate principal amount of the 2011 Bonds then outstanding plus accrued interest thereon. Fur-
thermore, no assurance can be given that any amount realized upon any liquidation of the Facilities will
be available to provide for the payment of the 2011 Bonds on a timely basis.

Delays In Exercising Remedies; Limitations On Enforceability

The enforceability of the Lease and the Indenture is subject to applicable bankruptcy laws, equitable
principles affecting the enforcement of creditors’ rights generally and liens securing such rights, the po-
lice powers of the State, the exercise of judicial authority by State or federal courts and the exercise by the
United States of America of the powers delegated to it by the federal constitution. Because of the unique
uses to which the Facilities may be suited and the delays inherent in obtaining foreclosure upon real prop-
erty and judicial remedies, no assurance can be given that these remedies could be accomplished rapidly.
Any delays in or failure on the part of the Trustee to obtain possession of or to foreclose the lien on the
Facilities, if necessary, will likely result in delays in any payment of principal of or interest on the
2011 Bonds.

Possible Shortfall In Costs Of Acquisition And Construction Of The Facilities

The design, acquisition, construction and equipping of certain of the Facilities being financed with the
Prior Parity Bonds has been commenced and is expected to be completed at various times within the next
several years. In the interim, the Authority has capitalized interest on the Prior Parity Bonds, to the ex-
pected completion date of the Facilities financed with the proceeds of such bonds. Regardless of the suffi-
ciency of the capitalized interest, however, once the capitalized interest has been fully applied, the State is
required to commence lease payments pursuant to the Lease to the extent, in the amounts and at the times
necessary to pay debt service on the Bonds. See “THE FACILITIES—The Facilities As Security For The
2011 Bonds,” and “—The Facilities Financed With The Bonds” above.

The Authority and the State believe, but there can be no assurance, that the proceeds of sale of the
2011 Bonds and the Prior Parity Bonds, together with certain investment earnings thereon and other
sources of construction funds described in “THE FACILITIES—The Facilities Financed With The
Bonds” above, will be sufficient to complete the acquisition, construction and equipping of the Facilities
which are yet to be completed. In the event such proceeds are insufficient, the Authority is authorized,
pursuant to the Lease, to complete the acquisition, construction and equipping of those certain Facilities
from legally available funds, but only in connection with the issuance of Additional Bonds issued pur-
suant to the Indenture or from moneys otherwise legally available for that purpose. The Indenture pro-
vides that Additional Bonds may be issued for the purpose of completing the Facilities or making addi-
tions or improvements to the Facilities or acquiring or constructing Additional Facilities, subject to satis-
faction of certain conditions provided in the Indenture. There can be no assurance that such Additional
Bonds will be permitted under applicable law or that the Legislature will agree to the issuance of Addi-
tional Bonds at that time. If issued, Additional Bonds will be secured under the Indenture on a parity with
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the Bonds previously issued, including the 2011 Bonds and the Prior Parity Bonds. See “THE
2011 BONDS—Security And Sources Of Payment For The 2011 Bonds—Additional Bonds; Refunding
Bonds” above and “APPENDIX D—BASIC DOCUMENTATION-THE INDENTURE-Additional
Bonds.”

Destruction Of The Facilities

The Lease requires the Facilities to be insured by policies of insurance (including casualty and prop-
erty damage insurance) as described in “APPENDIX D—BASIC DOCUMENTATION-THE LEASE-
Insurance Provisions.” In the event of damage to or destruction of all or any part of the Facilities, the
State is nevertheless required to continue to make payments under the Lease during the period for which
the Legislature has appropriated moneys to do so. In such event, the State will decide whether the
proceeds from available insurance (and any other legally available source) are sufficient to repair and re-
build such Facilities or whether to apply the available proceeds to redemption or payment of the applica-
ble Series of Bonds. If the net proceeds from insurance or certain other sources are insufficient to repair
or replace such Facilities, the State may terminate its obligations under the Lease with respect to such Fa-
cilities and cause such proceeds to be distributed for the redemption of the applicable Series of Bonds in
whole or in part as provided in the Indenture. See “THE 2011 BONDS—Redemption Provisions For The
2011 Bonds-Extraordinary Optional Redemption in the Event of Damage, Destruction or Condemnation”
above. There can be no assurance as to the adequacy of a timely payment under property damage insur-
ance in effect at that time. Furthermore, there can be no assurance that such insurance proceeds will be
sufficient to redeem the applicable Series of Bonds in whole or that the Trustee will be able to realize any
additional funds from such Facilities at that time. See “APPENDIX D—BASIC DOCUMENTATION-
THE LEASE-Damage Or Destruction; Condemnation.”

Depreciation And Lack Of Residual Value

Certain components of the Facilities may depreciate in value during the time that the 2011 Bonds are
outstanding. In addition, various components of the Facilities may be difficult or impossible to remove
from their points of service or use. Consequently, following an Event of Nonappropriation, an Event of
Default under the Lease or the termination of the Lease for any reason, it is possible that any revenues
realized by the Trustee from a reletting or sale, as appropriate, of the Authority’s interest in the Facilities
may be insufficient to pay all outstanding Bonds in full.

Tax—Exempt Status; Continuing Compliance With Certain Covenants

Failure by the Authority or the State and other applicable departments and divisions of the State with
respect to any of the 2011 Bonds to comply with certain covenants relating to the Indenture, the Lease
and the 2011 Bonds, on a continuing basis, so long as any of the 2011 Bonds are outstanding under the
Indenture and thereafter as required by such document provisions and applicable law, could result in in-
terest on the 2011 Bonds becoming includible in federal gross income of the owners thereof, retroactive
to the date of their original issuance. See “LEGAL MATTERS” below. The Indenture and the
2011 Bonds do not provide for payment of any additional interest or penalty or redemption in the event
that interest on the 2011 Bonds becomes includible in federal gross income.

Other Factors Regarding The Facilities

The ownership or operation of the Facilities creates a potential for environmental liability on the part
of both the owner or operator of the Facilities as well as any party secured by mortgages, deeds of trust or
other encumbrances, such as the Mortgages. If hazardous substances are discovered at the Facilities’ sites
or discovered to be emanating from the Facilities’ sites, the State and the Authority may be held strictly
liable for all costs and liabilities relating to the disposing of or dealing with such hazardous substances.
This liability could be for an amount far in excess of the value of the Facilities. The existence of such ha-
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zardous substances could hinder the Trustee in exercising certain of its remedies or rights under the Lease
and the Indenture upon the occurrence of an Event of Default thereunder.

The Authority has agreed and represented in the Lease that it has carried on, and will carry on, the
business and operations at the Facilities in a manner that complies in all respects, and will remain in com-
pliance with all applicable federal, state, regional, county or local laws, statutes, rules, regulations or or-
dinances concerning public health, safety or the environment.

Changes In State Government

The State has agreed in the Lease to include in its annual budget request all moneys that are necessary
to fulfill the State’s obligations under the Lease for each successive Renewal Term and seek an appropria-
tion of such funds in a timely fashion so as to allow the State to pay its obligations under the Lease when
due. The decision to renew or not to renew the term of the Lease is to be made solely by the Legislature at
the time it considers for adoption the final budget relating to each Renewal Term and not by any official
of the State, acting in his or her individual capacity.

The obligation of the State to make payments under the Lease is subject to annual appropriation by
the Legislature, which consists of the Utah Senate (the “Senate”) and the Utah House of Representatives
(the “House™), based upon a budget initially presented to the Legislature by the Governor, and an appro-
priation bill signed by the Governor. The members of the Legislature and the Governor are elected offi-
cials. Members of the Senate and the Governor serve four—year terms while members of the House serve
two-year terms. As of the date of this OFFICIAL STATEMENT, the Governor and his administration
support the construction and continued operation of the Facilities. However, the individuals elected to
serve as Governor and as members of the Legislature will almost certainly change during the period when
the 2011 Bonds are outstanding. There can be no assurance that a future Legislature or a future Governor
will not take a policy position against the continued appropriation of payments under the Lease for the
Facilities.

STATE OF UTAH GOVERNMENTAL ORGANIZATION

The following description of State government emphasizes those functions of government related to
finance, administration and planning of State government, and is not intended as a detailed description of
all functions of the State’s government.

Constitutional Departments

The Constitution of the State (the “State Constitution™) divides the powers of government among the
legislative department, the executive department and the judicial department.

Legislative Department. The legislative department is composed of the Senate and the House, which
constitute the Legislature. The Legislature exercises the legislative power of the State and meets in regu-
lar session annually beginning in January. The Legislature, among other things, imposes taxes to provide
revenues and makes appropriations to carry out all the activities of State government.

Executive Department. The elected constitutional officers of the executive department are the Gover-
nor, Lieutenant Governor, State Auditor, State Treasurer, and Attorney General. The Governor is the
chief executive officer of the State.

Judicial Department. The State Constitution vests the judicial power of the State “in a supreme court,
in a trial court of general jurisdiction known as the district court, and in such other courts as the Legisla-
ture by statute may establish.” Under such authority, the Legislature has established the Court of Appeals,
juvenile courts and justice courts.
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Certain Other Administrative Bodies

Utah State Tax Commission. The Utah State Tax Commission (the “State Tax Commission”) is re-
sponsible for, among other things: administering and enforcing the tax laws of the State; formulating
State tax policy; assessing certain properties; and collecting of various State taxes.

Department of Administrative Services. The Department of Administrative Services coordinates the
agencies that provide administrative support to State government and is presently composed of various
divisions including, but not limited to, the Division of Finance and DFCM.

Division of Finance. Among other things, the Division of Finance maintains financial accounts for
State agencies, maintains a central accounting system, approves accounting systems of State agencies,
approves proposed expenditures for the purchase of supplies and services requested by the majority of
State agencies, and issues financial reports of the State.

Governor’s Office of Planning and Budget. The Governor’s Office of Planning and Budget prepares
the Governor’s budget recommendations, monitors state agency expenditures, forecasts and monitors rev-
enues and coordinates state planning activities.

State Bonding Commission. The Lieutenant Governor (as designee of the Governor), the State Trea-
surer, and a third person appointed by the Governor constitute the State Bonding Commission. The State
Bonding Commission, following authorization by the Legislature, is responsible for the issuance of the
State’s general obligation and some revenue bonds.

DEBT STRUCTURE OF THE STATE OF UTAH
General Obligation Bonds Of The State

Outstanding General Obligation Bonds. General obligation bonds of the State are issued pursuant to
resolutions of the State Bonding Commission and pursuant to the legislative authorizing acts to provide
funds to pay a portion of the costs of the State’s capital facilities and highway construction or reconstruc-
tion projects and to pay costs and expenses incident to the issuance of bonds. As of October 25, 2011, the
State will have $3,487,680,000 of outstanding general obligation bonds that mature through Fiscal
Year 2026.

Future Issuance of General Obligation Bonds. The State has approximately $583,877,575 aggregate
principal amount of additional authorized and unissued general obligation bonds. Based on the State’s
building needs, the State anticipates that it will issue approximately $39.6 million of its authorized and
unissued general obligation bonds during Fiscal Year 2013. Additionally, based on the State’s highway
and transportation needs, the State anticipates that it will issue approximately $260 million of its autho-
rized and unissued general obligation bonds during Fiscal Year 2013 and approximately $92 million dur-
ing Fiscal Year 2014.

Additional Information. For financial information regarding constitutional and statutory legal borrow-
ing authority, outstanding general obligation indebtedness, debt service schedule of outstanding general
obligation bonds by Fiscal Year, historical constitutional and statutory debt limit of the State, and debt
ratios of the State see “APPENDIX B—ADDITIONAL DEBT AND FINANCIAL INFORMATION
REGARDING THE STATE OF UTAH.”
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Revenue Bonds And Notes

State of Utah Recapitalization Revenue Bonds. The State Bonding Commission is authorized, with
prior approval of the Legislature, to issue “recapitalization” revenue bonds of the State to provide funds
for certain of the State’s revolving loan funds. Such State revenue bonds are secured principally by the
payments on certain bonds, notes and other obligations owned by the State through such funds and by
debt service reserve funds, and constitute “State Moral Obligation Bonds.” As of October 25, 2011, the
State will have $61,205,000 of outstanding recapitalization revenue bonds that mature through Fiscal
Year 2023, with annual principal and interest payments of approximately $6.95 million.

See “State Moral Obligation Bonds” below.

Other State Agencies Revenue Debt. Various State agencies have outstanding bonds and notes payable
solely from certain specified revenues. None of these bond or note issues are general obligations of the
State and, therefore, such bonds or notes are not applied against the general obligation borrowing capacity
of the State.

Excluding the Authority, the majority of the State’s revenue bonds and notes are issued by the Utah
Housing Corporation (which is a component unit of the State), or the State Board of Regents (student
loans and various capital projects for colleges and universities). See “APPENDIX B—ADDITIONAL
DEBT AND FINANCIAL INFORMATION REGARDING THE STATE OF UTAH-Revenue Bonds
And Notes.”

Additional information. For a detailed report and description of the various revenue bonds and notes
see “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY
INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial
Statements, Note 10. Long—Term Liabilities.”

Lease Obligations

The State leases office buildings and office and computer equipment. Although the lease terms vary,
most leases are subject to annual appropriations from the Legislature to continue the lease obligations. If a
legislative appropriation is reasonably assured, long—term leases are considered noncancellable for finan-
cial reporting purposes.

Capital Leases. Leases that in substance are purchases are reported as capital lease obligations in the
government-wide financial statements and proprietary fund statements in the State’s Comprehensive An-
nual Financial Report (“CAFR”).

Primary government’s total capital lease payment for Fiscal Year 2010 was $4.664 million. The
present value of the minimum lease payments of the State’s capital leases for primary government for
Fiscal Years 2010 and 2009 totaled approximately $27.5 million (with annual payments scheduled
through Fiscal Year 2030) and approximately $19.2 million (with annual payments scheduled through
Fiscal Year 2029), respectively. The present value of the minimum lease payments of the State’s capital
leases for the State’s component units for Fiscal Years 2010 and 2009 totaled approximately $70 million
(with annual payments scheduled through Fiscal Year 2030) and approximately $63.8 million (with an-
nual payments scheduled through Fiscal Year 2029), respectively.

Operating Leases. Operating leases contain various renewal obligations as well as some purchase op-
tions. However, due to the nature of the leases, the related assets are not classified as capital leases. Any
escalation clauses, sublease rentals and contingent rents are considered immaterial to the future minimum
lease payments and current rental expenditures. Operating lease payments are recorded as expenditures or
expenses of the related funds when paid or incurred.
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Operating lease expenditures for Fiscal Years 2010 and 2009 were approximately $30.6 million and
$33.9 million, respectively, for the primary government, and approximately $30 million and
$27.9 million, respectively, for component units. The total future minimum lease payments for the State’s
operating leases for primary government for Fiscal Years 2010 and 2009 totaled approximately
$76.9 million (with annual payments scheduled through Fiscal Year 2060) and approximately
$85.6 million (with annual payments scheduled through Fiscal Year 2060), respectively. The total future
minimum lease payments for the State’s operating leases for component units for Fiscal Years 2010 and
2009 totaled approximately $374.7 million (with annual payments scheduled through Fiscal Year 2050)
and approximately $258.2 million (with annual payments scheduled through Fiscal Year 2039), respec-
tively.

For a detailed report and description of operating and capital leases see “APPENDIX A—BASIC FI-
NANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE
OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial Statements, Note 9. Lease Commitments.”

State Guaranty Of General Obligation School Bonds

Under the Utah School Bond Guaranty Act (the “Guaranty Act”), which took effect on Janu-
ary 1, 1997, the full faith and credit, and unlimited taxing power of the State is pledged to guaranty full
and timely payment of the principal of and interest on general obligation bonds (“Guarantied Bonds™)
issued by eligible boards of education of State school districts (“Eligible School Boards”). The Guaranty
Act is intended to reduce borrowing costs for Eligible School Boards by providing credit enhancement for
Guarantied Bonds.

In the event an Eligible School Board was unable to make the scheduled debt service payments on its
Guarantied Bonds, the State would be required to make such payments in a timely manner. For this pur-
pose, the State may use any of its available moneys, seek a short—term loan from the Permanent School
Fund or issue its short-term general obligation notes. The Eligible School Board remains liable to the
State for any such payments on Guarantied Bonds. The State may seek reimbursement for such payments
(plus interest and penalties) by intercepting State financial aid intended for the Eligible School Board. The
Guaranty Act also contains provisions to compel the Eligible School Board to levy a tax sufficient to
reimburse the State for such payments.

The State Superintendent of Schools (the “State Superintendent™) is responsible for monitoring the fi-
nancial condition of each local school board in the State and reporting, at least annually, his or her con-
clusions to the Governor, the Legislature and the State Treasurer. The State Superintendent must report
immediately to the Governor and the State Treasurer any circumstances suggesting that a local school
board will be unable to pay when due its debt service obligations (a “Report™) and recommend a course of
remedial action. As of the date of this OFFICIAL STATEMENT, the State has not been requested to make
payments on any Guarantied Bonds and has not received a Report from the State Superintendent.

During Fiscal Year 2012, the State will have at least $2.66 billion principal amount outstanding of
Guarantied Bonds. Currently, the Guarantied Bond program’s annual principal and interest payments are
scheduled through Fiscal Year 2030. The State cannot predict the amount of bonds that may be guarantied
in this year or in future years; no limitation is currently imposed by the Guaranty Act.

State Moral Obligation Bonds

Bonds issued by the State Board of Regents, the Utah Communications Agency Network and “recapi-
talization” revenue bonds authorized by the State Bonding Commission may be secured by a pledge pur-
suant to which a designated official will certify to the Governor on or before December 1 of each year the
amount, if any, necessary to restore a capital reserve or debt service reserve fund to its required amount.
In the case of revenue bonds issued to finance a capital project for an institution of higher education, if so
pledged, the chairman of the State Board of Regents will certify to the Governor on or before December 1
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of each year any projected shortfall in the revenues necessary to make debt service payments in the forth-
coming calendar year. Upon receipt of such a certification, the Governor may, but is not required to, then
request from the Legislature an appropriation of the amount so certified. The Legislature is under no legal
obligation to make any appropriation requested by the Governor. Bonds issued with such pledge are re-
ferred to herein as “State Moral Obligation Bonds.”

The following State Moral Obligation Bonds are outstanding:

State Board of Regents. The State Board of Regents has approximately $1.25 billion of student
loan revenue bonds and approximately $8 million of other revenue bonds (for office space) outstand-
ing, all of which are State Moral Obligation Bonds!. In addition, the State Board of Regents has out-
standing approximately $634 million of revenue bonds issued to finance capital projects at the State’s
institutions of higher education, approximately $565 million of which are State Moral Obligation
Bonds.

Utah Communications Agency Network. The Utah Communications Agency Network (“UCAN”)
is a State agency created to regulate the use of the 800 mega—hertz emergency frequency in the State.
UCAN has $2.765 million of refunding revenue bonds outstanding, all of which are State Moral Ob-
ligation Bonds. Final maturity payment is scheduled for September 15, 2013. See “APPENDIX A—
BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF
THE STATE OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial Statements, Note 15.
Joint Venture.”

State of Utah Recapitalization Revenue Bonds. The State Bonding Commission has issued reve-
nue bonds in the outstanding principal amount of $61.205 million as described above under “Revenue
Bonds And Notes,” all of which are State Moral Obligation Bonds.

As of the date of this OFFICIAL STATEMENT, the Governor has not received any certification with
respect to the State Moral Obligation Bonds from any of these agencies.

Contingent Tax Credits

In the 2008 General Session, the Legislature increased the maximum amount of contingent tax credit
certificates that can be issued by the Utah Capital Investment Board from $100 million to $300 million.
The certificates are to be structured such that no more than $20 million of contingent tax credits for each
$100 million increment of contingent tax liability may be redeemable in any Fiscal Year. Under certain
circumstances, the holder of a certificate is entitled to a refundable tax credit against tax liabilities im-
posed by Title 59, Chapter 7, Corporate Franchise and Income Taxes, or Title 59, Chapter 10, Individual
Income Tax Act.

No Defaulted Bonds

The State has never failed to pay when due the principal of and interest on its bonded indebtedness
and other payment obligations related thereto.

1 In addition to the bonds described above, the State Board of Regents has issued and has outstanding commercial
paper through the Federal Straight A Lending Program in the amount of approximately $650 million for its stu-
dent loan program.
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FINANCIAL INFORMATION REGARDING THE STATE OF UTAH
Generally

The following table summarizes the State’s revenues and expenditures for Fiscal Years 2010, 2009
and 2008:
Revenues and Expenditures for Fiscal Years 2010, 2009 and 2008 ($ In Thousands)

Analysis of Operations—General Fund and Major Special Revenue Funds (1)

Fiscal Year 2010 Fiscal Year 2009 Fiscal Year 2008

% Change % Change % Change
From From From
Amounts  Prior Year _Amounts Prior Year _Amounts Prior Year
Revenues (1):
Federal revenues ........cccccevveveevenee. $ 3,700,617 16%  $3,192,814 24%  $2,570,047 4%
Individual and corporate
INCOME taXES...eccveeiireeeree e 2,391,134 (8) 2,589,577 (13) 2,970,980 1)
Sales and USE taX .......ccccveeveererrrnnnne. 1,729,604 (2 1,757,483 (13) 2,031,239 4)
(0] 1211 G 1,085,886 2 1,111,653 6 1,049,465 6
Motor/special fuel taxes.................. 341,196 1 337,529 (6) 357,664 2
Other taXxes .....ccovvevvviviriiriieereeerenn, 321,592 0 322,767 (@) _ 325,513 4
Total covevecieicccceec s $ 9,570,029 3% $9,311,823 0%  $9,304,908 1%
EXpenditures........cccoevevevevennsecennn, $10,260,933 4%  $9,832,356 6%  $9,259,205 12%

(1) Includes revenues and expenditures for the General Fund and the Major Special Revenue Funds (Education
Fund (which includes all the activity of the Uniform School Fund), Transportation Fund, and Transportation In-
vestment Fund).

(Source: Division of Finance and the 2010 CAFR.)
Recent Developments

Major Funds. Most government services of the State are paid through one of its major governmental
funds. In Fiscal Year 2011, the State’s major governmental funds were the General Fund, Education
Fund, Transportation Fund, and Transportation Investment Fund.

Spending and Debt Limitations. The State has statutory appropriation and debt limits. The appropria-
tions limit adjusts annually pursuant to a statutory formula based on population and inflation. The defini-
tion of appropriations includes only appropriations from unrestricted General Fund and Education Fund
sources. Spending for public education in addition to spending for transportation is exempt from the limi-
tation. For Fiscal Year 2011, the State is approximately $701.6 million below the statutory appropriation
limit, and for Fiscal Year 2012 it is $746.9 million below the limit. The statutory debt limit is 45% of the
maximum allowable appropriation limit. See “APPENDIX B—ADDITIONAL DEBT AND FINAN-
CIAL INFORMATION REGARDING THE STATE OF UTAH—Legal Borrowing Authority Of The
State.

Budget Management. There was a General Fund surplus of $14.9 million and an Education Fund
shortfall of $42.5 million at the end of the Fiscal Year 2010. The Education Fund Reserve Account short-
fall was covered by a reserve of $178.4 million budgeted in Fiscal Year 2011.

Budget Reserve Accounts. The State maintains a General Fund Budget Reserve Account and an Edu-

cation Fund Budget Reserve Account. State law requires that 25% of any General Fund revenue surplus
be deposited in the General Fund Budget Reserve Account and 25% of any Education Fund revenue sur-
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plus be deposited in the Education Fund Budget Reserve Account, in each case up to the statutory limit.
Unless such reserve funds are drawn upon for their respective purposes, annual mandatory surplus trans-
fers will be limited to the lesser of 25% of the applicable surplus or the amount necessary to reach the
statutory limit of 6% for the General Fund and 7% for the Education Fund.

The current balance in the General Fund Budget Reserve Account is $99.1 million and the balance in
the Education Fund Budget Reserve Account is $104.3 million.

2011 General Session. Before the 2011 General Session, the State was facing a structural imbalance
of $312 million. A structural imbalance occurs when ongoing programs are funded with one-time reve-
nue. Through budget reductions and revenue growth, the structural imbalance was reduced to $52 million.
It is anticipated that the structural imbalance will be reduced to zero during the 2012 General Session.

Federal Funds. With the ongoing federal government budget and debt ceiling discussions the
2011 Legislature passed HB 138. This bill requires the reporting of federal receipts received by certain
state agencies, requires the report to contain a plan to operate the state agency in the event federal receipts
are reduced by certain amounts, and requires the Government Operations and Political Subdivisions Inte-
rim Committee to study whether to apply federal receipt reporting requirements to certain other govern-
mental entities. The State is preparing plans for estimates of reduced funding from federal receipts at the
5% and 25% level.

Retirement Reform. In order to help limit financial risk to the State and ensure the ability to meet re-
tirement obligations for current employees, several changes were made to the retirement system during
the 2010 General Session, including passage of the New Public Employees’ Tier Il Contributory Retire-
ment Act. All employees beginning regular full-time employment after June 30, 2011, will participate in
the new Tier Il plan. It increases the number of years an employee must serve to be eligible for retirement
and allows employees to participate in either a defined contribution plan or a defined benefit plan. Under
both scenarios, the State will contribute 10% of the employee’s salary toward his or her retirement. See
“Employee Workforce and Retirement System” and “Other Postemployment Benefits” below.

Public Education. In Fiscal Year 2012, the weighted pupil unit value (used in school funding) was in-
creased to $2,577 per student, a $194,386,500 funding increase, to fund an estimated student enrollment
of 591,089 including an expected 14,754 new students.

Capital Expenditures. During the 2011 General Session, the Legislature made a one—time appropria-
tion of $12.7 million from a restricted fund for nursing homes for veterans in Washington and Utah coun-
ties. An additional $222.6 million in non-state funds was authorized for new buildings for higher educa-
tion and the Department of Natural Resources. The Legislature also authorized $88.5 million in new gen-
eral obligation bonding projects for the Utah State Hospital, state warehouse remodel, and higher educa-
tion buildings.

Management’s Discussion And Analysis Of Financial Statements

The State prepared a narrative discussion, overview, and analysis of the financial activities of the
State for Fiscal Year 2010. For the complete discussion see “APPENDIX A—BASIC FINANCIAL
STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE OF UTAH
FOR FISCAL YEAR 2010-Management’s Discussion and Analysis” (after the Independent State Audi-
tor’s Report).

Five-Year Financial Summaries
The following summaries were extracted from the State’s audited financial statements for Fiscal

Years 2006 through 2010. The summaries have not been audited. The financial information presented in
the summaries is presented on a fund statement basis and not on a government—wide statement basis.
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Five—year historical summaries have been prepared for the Combined Balance Sheet—All Govern-
mental Fund Types Only; Statement of Revenues, Expenditures and Changes in Fund Balance—General
Fund; and Statement of Revenues, Expenditures and Changes in Fund Balance—Major Special Revenue
Funds.

The five—year summary of Statement of Revenues, Expenditures and Changes in Fund Balance—
Major Special Revenue Funds has been included to show the State’s sources of revenue for and expendi-
tures on public education and transportation.

(The remainder of this page has been intentionally left blank.)
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State of Utah

Combined Balance Sheet—All Governmental Fund Types Only (1)
(This summary is unaudited)

As of June 30 (in thousands)

2010 2009 2008 2007 2006
Assets:
Cash and cash equivalents...................c..... $ 819,821 $1,052,272 $1,540,923 $1,811,006 $ 1,259,084
INVESIMENTS....c.vieie e e e 1,351,954 1,070,235 950,549 746,104 769,088
Receivables:
Accrued taxes, Net.........covviviiiinineenenns. 686,101 753,290 833,731 1,191,060 929,421
ACCOUNtS, NBL....viee e 712,829 734,385 571,498 533,245 473,961
Notes / mortgages, Net...........cc.coeevvreenee. 10,247 11,073 10,078 12,920 30,471
Accrued interest.........coevvviiiiiiie e 97 55 80 77 135
Due from other funds...............oooiiiinnn s, 34,985 61,138 50,038 90,336 30,214
Interfund loans receivable.......................... 29,726 34,933 39,005 33,905 28,111
Due from component units..............coevenens 23,837 28,829 35,802 42,177 26,784
INVENTONIES. .. ov e e v 12,057 13,324 11,899 12,776 11,557
Other aSSetS....c.vvriie e v v e, 48 21 - - -
Total @SSets......covvvieeeiie e $ 3,681,702 $ 3,759,555 $4,043,603 $4,473,606 $ 3,558,826
Liabilities and fund balances:
Liabilities:
Accounts payable and accrued liabilities...... $ 812,154 $ 812,554 $ 768,618 $ 721,060 $ 598,382
Deferred reVenue..........coovvvvvviiiiveiinninnns, 351,675 451,121 433,196 614,529 502,036
Due toother funds..........oovvieiviiinineenn. 76,863 83,512 71,019 99,670 35,704
Due to component Units.............c.ocveenene. 7,884 3,427 19 448 440
Total liabilities...................ooenil. 1,248,576 1,350,614 1,272,852 1,435,707 1,136,562
Fund balances (2):
Nonspendable...........cooeiiiiiiiiiiiiennns 14,918 - - - -
REStHCtEA. ... e, 1,368,947 - - - -
Committed......ooveieeee e 718,608 - - - -
ASSIGNEd.. .o 315,769 - - - -
UNnassigned.......coovuvveeeiee e e 14,884 - - - -
Reserved designated.............ocoevevnnnnnnn. - 1,282,127 1,323,820 986,326 836,056
Unreserved designated..............ccoeeeennnns - 880,157 1,134,438 1,628,919 1,199,334
Unreserved undesignated........................ - 246,657 312,493 422,654 386,874
Total fund balances............coooveeeinnt. 2,433,126 2,408,941 2,770,751 3,037,899 2,422,264
Total liabilities and fund balances........ $3,681,702 $ 3,759,555 $4,043,603 $4,473,606 $ 3,558,826

(1) Includes all governmental fund types (except the Trust Lands permanent fund).

(2) Beginning Fiscal Year 2010, the fund balance categories were reclassified as a result of implementing GASB Statement 54 Fund
Balance Reporting and Governmental Fund Type Definitions (“GASB 54”). GASB 54 clarifies fund balance categories and
classifications. The new hierarchical fund balance classification is based primarily upon the extent to which a government is
bound to follow constraints on resources in governmental funds and includes the terms: nonspendable, restricted, committed,
assigned and unassigned. Fund balances have not been restated for prior years.

(Source: Division of Finance. Except as otherwise noted, this summary of financial information has been taken from the State’s
audited financial statements for the indicated years. This summary itself has not been audited.)
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State of Utah

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Fund Type—General Fund

(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

2010 2009 2008 2007 2006
Revenues:
Taxes:
Sales and USe taX......oc.vveeriniiirieeenine e, $ 1,416,447 $ 1,487,652 $ 1,710,564 $ 1,860,703 $ 1,820,992
Other taxes......ovvvve e e e 275,952 280,934 283,852 274,563 271,178
Total taXeS....cuvi et 1,692,399 1,768,586 1,994,416 2,135,266 2,092,170
Other revenues:
Federal contracts and grants....................... 2,642,157 2,272,215 1,892,116 1,818,571 1,859,583
Charges for Services..........covvvvvvevieiennns. 297,494 293,753 299,819 267,479 256,025
Federal mineral lease.............cccovvvvivninnnn 129,377 172,642 134,404 145,985 156,851
Licenses, permits and fees................cc.venee. 34,540 23,018 20,633 20,479 18,725
INVestment iNCOME........ovvviiiiii it 6,704 29,993 75,647 94,448 47,027
Miscellaneous and other......................oo.. 206,666 202,666 158,883 166,471 164,890
Total reVEeNUES........oueeivieeiiiee i, 5,009,337 4,762,873 4,575,918 4,648,699 4,595,271
Expenditures:
Current:
Health and environmental quality................. 1,867,646 1,806,126 1,643,269 1,615,690 1,629,909
Higher education—colleges and universities..... 716,043 746,846 773,107 693,082 665,855
Employment and family services................. 673,060 519,282 432,032 405,902 412,855
Human services and youth corrections........... 665,601 696,787 674,389 623,689 590,727
General government..........oovevevervininnnnen. 288,464 283,138 286,274 242,845 200,631
Corrections, adult...................oooeiiin . 232,235 252,886 247,376 225,548 203,419
Public safety.......cccovvveiiiiiiii e 194,314 209,961 191,483 170,306 177,201
Community and culture.............occooieeennnn. 170,898 135,062 127,225 105,051 82,627
Natural reSoUrCes..........cccvvvvveiiieiiiieeannnns 158,939 173,138 171,738 166,533 136,059
Courts.. e TR 136,373 127,442 128,148 118,326 111,541
Busmess Iabor and agrlculture ................... 86,984 92,430 87,601 81,643 79,138
Higher education—state administration........... 52,084 60,224 64,587 49,064 43,505
Total expenditures... e T 5,242,641 5,103,322 4,827,229 4,497,679 4,333,467
Excess revenues over (under) expendltures (233,304) (340,449) (251,311) 151,020 261,804
Other financing sources (uses):
Transfers in......o.oooee i 397,162 587,138 908,222 649,271 323,689
Transfers out.........oovveeiiiiii e, (156,098) (491,877) (873,826) (589,855) (370,336)
Capital leases acquisition................coeeevennn . 11,122 2,010 2,131 - -
Sale of capital assets.. s — 11,001 80 — —
Total other flnancmg sources (uses)... s 252,186 108,272 36,607 59,416 (46,647)
Net change in fund balances.................c.cocoeie 18,882 (232,177) (214,704) 210,436 215,157
Beginning fund balance.. 632,691 864,868 1,079,572 869,136 653,979
Adjustments to beglnnlng fund balance (1) ......... (3,929) — — — —
Beginning fund balance as adjusted...................... 628,762 864,868 1,079,572 869,136 653,979
Ending fund balances.............cccoeviviiiiiiiiiee e, $ 647,644 $ 632,691 $ 864,868 $ 1,079,572 $ 869,136

(1) The governmental fund types used by the State were evaluated based on the provisions of GASB 54 implemented in Fiscal Year 2010.
Several funds reported as part of Miscellaneous Special Revenue Funds (nonmajor governmental funds) were determined to not meet
the new fund type classification for special revenue funds. As a result, the funds were statutorily changed to be sub-accounts within the
General Fund as directed by the 2009 Legislature. Therefore, a reclassification of $3.264 million was made to reduce the beginning
fund balance of Miscellaneous Special Revenue Funds (nonmajor governmental funds) and increase beginning fund balance of the
General Fund. Additionally, as a result of legislative action, a reclassification of $7.193 million was made to reduce the beginning fund
balance related to oil, gas and mining severance taxes previously reported as a part of the General Fund and increase the beginning fund

balance of the State Endowment Fund (nonmajor governmental funds).

(Source: Division of Finance. This summary of financial information has been taken from the State’s audited financial statements for the

indicated years. This summary itself has not been audited.)
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State of Utah

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Fund Type—Major Special Revenue Funds (1)

(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

2010 2009 2008 2007 2006
Revenues:
Taxes:
Individual inComMe taX........cvvveuveeeinannennn. $ 2,124,173 $ 2,340,400 $ 2,560,394 $ 2,589,252 $ 2,324,365
Motor and special fuels tax..................... 341,196 337,529 357,664 366,446 344,902
Sales and use taX (2)......cvveeeieieeeeninnannn. 313,157 269,831 320,675 249,029 94,608
COrporate taX.......veeerineveneinieeeiiee e 266,961 249,177 410,586 411,929 379,624
Other taXxesS.......oovevieeii e e 45,640 41,833 41,661 38,586 40,796
Total taXesS.....vevie e e 3,091,127 3,238,770 3,690,980 3,655,242 3,184,295
Other revenues:
Federal contracts and grants.................... 1,058,460 920,599 677,931 650,871 641,447
Licenses, permits and fees...................... 145,407 105,194 101,249 99,870 94,959
Charges for Services............ooeveeveeienennnn. 83,423 71,489 70,715 56,592 50,857
Federal aeronautics............ccovvviininnennnn. 39,752 34,141 68,193 44,074 37,521
Investment iNCOMEe..........ccvevvivvieiiiieinss 33,323 43,451 49,281 41,156 31,222
Miscellaneous and other......................... 109,200 135,306 70,641 54,111 38,169
Total other revenues.............cocevennenns 1,469,565 1,310,180 1,038,010 946,674 894,175
Total reVENUES......vuinieieeeiieeeeens 4,560,692 4,548,950 4,728,990 4,601,916 4,078,470
Expenditures:
Current:
Public education..............ccooeevviinininnen. 3,002,231 3,034,678 2,960,523 2,547,075 2,322,801
Transportation............cooveeveeiiineineieen. 2,016,061 1,694,356 1,471,453 1,220,484 975,432
Total expenditures.............ccoevveennnsn. 5,018,292 4,729,034 4,431,976 3,767,559 3,298,233
Excess revenues over (under) expenditures......... (457,600) (180,084) 297,014 834,357 780,237
Other financing sources (uses):
General obligation bonds issued................... 855,390 394,360 68,995 - -
Transfers in (3)....ooovevee i, 201,685 2,549,946 3,072,875 2,612,415 286,496
Premium on bonds issued.............ccoevvneennn. 49,510 33,557 1,088 - -
Sale of capital assets...........cocveuiiiieninnan. 8,048 6,157 8,058 6,747 -
Transfers out (3)......oovveeieniiiiiiie e (700,067) (2,919,863) (3,625,959) (3,074,734) (567,290)
Total other financing sources (uses)........ 414,566 64,157 (474,943) (455,572) (280,794)
Net changes in fund balances......................... (43,034) (115,927) (177,929) 378,785 499,443
Beginning fund balance......................coni 1,381,365 1,497,292 1,675,221 1,296,436 796,993
Ending fund balances.............ccocoviviiiiiinnnns $ 1,338,331 $ 1,381,365 $ 1,497,292 $ 1,675,221 $ 1,296,436

(1) The major special revenue funds include the Education Fund (which includes all the activity of the Uniform School Fund—perviously
a major special revenue fund-to be reported within the Education Fund), Transportation Fund, and Transportation Investment Fund.

(2) The large increase in Fiscal Year 2007 was due in part from 8.3% of general sales and use tax collections (approximately $150
million) being transferred from the General Fund into the Transportation Investment Fund (a Major Special Revenue Fund) as
directed by the 2006 Legislature. Additionally in Fiscal Year 2008, there was $90 million of general sales and use tax collections
being transferred from the General Fund into the Critical Highway Needs Fund, an account within the Transportation Fund (a Major
Special Revenue Fund) as directed by the 2007 Legislature.

(3) The governmental fund types used by the State were evaluated based on the provisions of GASB 54 implemented in Fiscal Year
2010. In defining fund type classifications, GASB 54 clarified that specific revenue sources should be recognized in the special
revenue fund where these revenues will be expended. In order to comply with this statement, legislation was passed that requires all
activity of the Uniform School Fund (previously a major special revenue fund) be reported within the Education Fund (a Major
Revenue Fund) as directed by the 2009 Legislature. As a result of this change, the transfers between the Uniform School Fund and the
Education Fund were eliminated.

(Source: Division of Finance. Except as otherwise noted, this summary of financial information has been taken from the State’s audited
financial statements for the indicated years. This summary itself has not been audited.)
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Property Tax Matters

The following information with respect to certain property tax matters is included in this OFFICIAL
STATEMENT to provide background information. As described herein, the 2011 Bonds are not secured
by any pledge of property tax revenues and do not constitute a debt or indebtedness of the State or the
Authority.

Ad Valorem Levy. Though authorized to do so under Part 9 of the Property Tax Act (defined below),
the State does not presently levy ad valorem property taxes and has not done so since 1974. However, if
the State does not have sufficient moneys available to pay principal and interest on its general obligation
bonds from sources other than ad valorem taxes, the State Tax Commission would be required to levy ad
valorem property taxes on all taxable property in the State to cover the short fall.

If the State were to levy an ad valorem property tax, it must do so within the time frame required by
law. The State Tax Commission must assess all centrally—assessed property (“centrally—assessed proper-
ty”) by May 1 of each year. County assessors must assess all other taxable property (“locally—assessed
property”) before May 22 of each year. The State Tax Commission apportions the value of centrally—
assessed property to various taxing entities within each county and reports such values to county auditors
before June 8.

On or before July 22 of each year, the county auditors must mail to all owners of real estate shown on
their assessment rolls notice of, among other things, the value of the property, itemized tax information
for all taxing entities and the date their respective county boards of equalization will meet to hear com-
plaints. Taxpayers owning property assessed by a county assessor may file an application within statutori-
ly defined time limits based on the nature of the contest with the appropriate county board of equalization
for the purpose of contesting the assessed valuation of their property. The county board of equalization
must render a decision on each appeal in the time frame prescribed by the Property Tax Act. Under cer-
tain circumstances, the county board of equalization must hold a hearing regarding the application, at
which the taxpayer has the burden of proving that the property sustained a decrease in fair market value.
Decisions of the county board of equalization may be appealed to the State Tax Commission, which must
decide all appeals relating to real property by March 1 of the following year. Owners of centrally—
assessed property or any county with a showing of reasonable cause may, on or before the later of June 1
or a day within 30 days of the date the notice of assessment is mailed by the State Tax Commission, apply
to the State Tax Commission for a hearing to appeal the assessment of centrally—assessed property. The
State Tax Commission must render a written decision within 120 days after the hearing is completed and
all post—hearing briefs are submitted. The county auditor makes a record of all changes, corrections and
orders, and delivers before November 1 the corrected assessment rolls to the county treasurers. By No-
vember 1, each county treasurer furnishes each taxpayer a notice containing the kind and value of the
property assessed to the taxpayer, the street address of the property, where applicable, the amount of the
tax levied on the property and the date and year the property is subject to a detailed review.

Taxes are due November 30, or if a Saturday, Sunday or holiday, the next business day. Each county
treasurer is responsible for collecting all taxes levied on real property within that county. There are no
prior claims to such taxes. As taxes are collected, each county treasurer must pay to the State and each
taxing entity within the county its proportionate share of the taxes, on or before the tenth day of each
month. Delinquent taxes are subject to a penalty of 2.5% of the amount of the taxes or $10 whichever is
greater. Unless the delinquent taxes and penalty are paid before January 31 of the following year, the
amount of delinquent taxes and penalty bears interest at the federal funds rate target established by the
Federal Open Market Committee plus 6%, from the January 1 following the delinquency date until paid
(provided that said interest may not be less than 7% or more than 10%). If delinquent taxes have not been
paid by March 15 following the lapse of four years from the delinquency date, the affected county adver-
tises and sells the property at a final tax sale held in May or June of the fifth year after assessment.
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Property Tax Act. The State Constitution and Title 59, Chapter 2, Utah Code (the “Property Tax Act”)
provide that all taxable property is assessed and taxed at a uniform and equal rate on the basis of 100% of
its “fair market value” as of January 1 of each year, unless otherwise provided by law. Section 3(2)(a)(iv)
of Article XIII of the State Constitution provides that the Legislature may exempt from property tax up to
45% of the *“fair market value” of residential property. The Legislature has enacted legislation that reduc-
es the “fair market value” of primary residential property by 45%. No more than one acre of land per resi-
dential unit may qualify for the residential exemption.

The following table reflects the effect of the current 45% reduction from Fair Market Value for as-
sessment of ad valorem property tax. The table on the following page also shows the Centrally—Assessed
Property compared with the Locally—Assessed Property.

Taxable Value Compared with Fair Market VValue of All Taxable Property in the State

% Change % Change

Tax Taxable Over Fair Market Over

Year Value (1) Prior Year Value (2) Prior Year
2011 (3) e $193,170,000,000 (0.4)% $267,337,000,000 (0.8)%
2010 ..o 193,934,125,410 (3.2) 269,496,519,718 (3.6)
2009 ..o 200,432,557,803 (5.4) 279,470,018,301 (6.5)
2008 ....cceiieee 211,905,170,511 12.1 298,740,951,422 10.9
2007 ..o, 189,087,689,610 22.3 269,489,922,952 23.1
2006 ....ocovieiiiiee, 154,663,248,988 16.8 218,864,053,927 17.1

(1) Includes all state—wide redevelopment agencies’ valuations.

(2) Estimated fair market values were calculated by dividing the taxable value of primary residential property by
55%, which eliminates the 45% exemption on primary residential property granted under the Property Tax Act.
See “Property Tax Matters” above.

(3) Preliminary; subject to change. Source: Financial Advisor compiled from information provided by the State Tax
Commission.

(Source: Property Tax Division, State Tax Commission.)

Uniform Fees. An annual statewide uniform fee is levied on certain tangible personal property in lieu
of the ad valorem tax. Subject to certain exemptions, the current uniform fee on motor vehicles that weigh
12,001 pounds or more, watercraft, recreational vehicles and all other tangible personal property required
to be registered with the State is equal to 1.5% of the market value. Motor vehicles weighing 12,000
pounds or less are subject to an “age based” fee that is due each time the vehicle is registered. Such fees
range from $5 to $150. Various other fees are levied against other types of tangible personal property.
The revenues collected from the various uniform fees are distributed by the county of each taxing entity
in which the property is located in the same proportion in which revenue collected from ad valorem real
property tax is distributed.

(The remainder of this page has been intentionally left blank.)
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Historical Summaries Of Taxable VValues Of Property

Calendar Year

2010 2009 2008 2007 2006 2005
Taxable % of Taxable % of Taxable % of Taxable % of Taxable % of Taxable % of
Set by State Tax Commission Value Total Value Total Value Total Value Total Value Total Value Total
(Centrally Assessed)
Natural resources................. $ 10,141,168,789 52% $ 7,979,377,781 40% $ 8,601,102,256 41% $ 6,858,057,725 36% $ 6,219,779,718 40% $ 4,898,371,950 3.7 %
Utilities................ 10,905,488,943 5.6 10,141,150,495 5.1 10,427,402,597 4.9 9,943,565,300 5.3 9,552,461,539 6.2 9,293,092,255 7.0
Total centrally assessed..... 21,046,657,732 9.1 18,120,528,276 9.0 19,028,504,853 9.0 16,801,623,025 8.9 15,772,241,257 10.2 14,191,464,205 10.7
Set by County Assessor
(Locally Assessed)
Real property:
Primary residential............... 92,165,056,015 47.5 96,392,005,655 48.1 105,930,854,172 50.0 98,069,970,843 51.9 78,264,051,562 50.6 66,358,371,700 50.1
Commercial..................e 42,111,973,936 21.7 42,092,546,088 21.0 43,621,013,421 20.6 38,267,427,307 20.2 32,588,392,214 211 28,604,861,843 21.6
Otherreal...........ccovvevinnnn, 26,774,244,279 13.8 30,741,370,840 15.3 31,011,606,439 14.6 25,974,054,552 13.7 19,383,478,151 12.5 14,895,471,950 11.3
Total real property...........  161,051,274,230 83.0 169,225,922,583 84.4 180,563,474,032 85.2 162,311,452,702 85.8 130,235,921,927 84.2 109,858,705,493 83.0
Personal property:
Total personal property......... 11,836,193,448 6.1 13,086,106,944 6.5 12,313,191,626 5.8 9,974,613,883 5.3 8,655,085,804 5.6 8,322,631,712 6.3
Total locally assessed....... 172,887,467,678 90.9 182,312,029,527 91.0 192,876,665,658 91.0 172,286,066,585 91.1 138,891,007,731 89.8 118,181,337,205 89.3
Total taxable value.......... $193,934,125,410 100.0 % $200,432,557,803 100.0 % $211,905,170,511 100.0 % $189,087,689,610 100.0 % $154,663,248,988 100.0 % $132,372,801,410 100.0 %

(Source: Property Tax Division, State Tax Commission.)
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Budgetary Procedures

Budgetary Procedures Act. The Budgetary Procedures Act, Title 63J, Chapter 1, Utah Code (the
“Budget Act”) establishes the process whereby the Governor’s budget is prepared and prescribes the in-
formation to be included. The Budget Act was modified during the 2011 General Session.

The Governor is required to submit a budget to the Legislature each year, including a plan of pro-
posed changes to appropriations and estimated revenue for the next fiscal year.

The total appropriations requested for expenditures authorized by the budget must not exceed the es-
timated revenue from taxes, fees and all other sources for the next fiscal year.

The Budget Act applies to all moneys appropriated by the Legislature. No appropriation or any sur-
plus of any appropriation may be diverted from the department, agency, institution or division for which it
was appropriated. Appropriated moneys may not be transferred from one item of appropriation to any
other item of appropriation without legislative approval.

Unexpended Balances. Except for certain funds detailed in the Budget Act or funds that may be ex-
empted by the annual appropriations act, the Director of the Division of Finance must, at the end of each
fiscal year, close out all balances to the proper fund or account.

Budgetary Controls. The Director of the Division of Finance is required to exercise accounting con-
trol over all State departments, institutions and agencies other than the Legislature and legislative com-
mittees. The Director of the Division of Finance must require the head of each department to submit, not
later than May 15, a budget (work program) for the next fiscal year that does not exceed legislative ap-
propriations or other estimated funding.

State Funds And Accounting

The Division of Finance maintains its accounting records in accordance with State law and in accor-
dance with generally accepted accounting principles (“GAAP”).

Funds are accounted for and reported in the following categories: governmental funds; proprietary
funds; and fiduciary funds. Governmental funds include the General Fund, Special Revenue funds, Capi-
tal Projects funds, Debt Service funds, and Permanent funds. Proprietary funds include Enterprise and
Internal Service funds. Fiduciary funds include Pension Trust funds, Investment Trust funds, Private Pur-
pose Trust funds, and Agency funds.

Fund reporting in the financial statements for governmental funds focuses on major funds as defined
by GAAP and promulgated by the Governmental Accounting Standards Board. The State reports the fol-
lowing major governmental funds: the General Fund, the Education Fund, the Transportation Fund and
the Transportation Investment Fund.

The State’s nonmajor governmental funds include other special revenue funds, capital projects funds,
and debt service funds. The nonmajor special revenue funds account for specific revenue sources that are
legally restricted to expenditures for specific purposes. Examples include tobacco settlement moneys, en-
vironmental activities, crime victim reparations and rural development programs.

For further information on State funds and accounting, including a description of each of the major
governmental funds, see “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED
SUPPLEMENTARY INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2010—Notes
to the Financial Statements—Note 1. Summary of Significant Accounting Policies.”
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State Tax System

The State’s tax revenues are derived primarily from sales and use taxes, individual income taxes, mo-
tor fuel taxes, corporate franchise (business income) taxes and also from numerous smaller sources in-
cluding excise taxes on insurance premiums, beer, cigarettes and tobacco, severance taxes, investment
income and numerous court and business regulation fees. These fees and taxes are regulated by the Legis-
lature.

The State also receives revenues from unemployment compensation taxes.

In addition to the State’s tax system, counties, cities and towns have authority to levy and collect sales
and use taxes and property taxes. School districts, some special service areas, and some local districts
have the authority to levy property taxes.

Individual Income Taxes. The State is one of 43 states that impose an individual income tax. The
State’s current single rate income tax system was fully implemented in the 2008 tax year. Under the sys-
tem, all taxpayers’ income is subject to a single rate of 5% of federal adjusted gross income. To retain the
progressivity, a tax credit based on federal deductions and federal personal exemptions is available, but
phases out depending upon the income and filing status of the individual taxpayers.

Business Taxes. The State imposes a tax on corporate net taxable income apportioned to the State at a
rate of 5%. Currently, the minimum tax is $100. Over the past several General Sessions the Legislature
reduced business taxes in a number of ways, including expanding a corporate research and development
tax credit, expanding the renewable energy tax credit, repealing an additional gross receipts tax, equaliz-
ing satellite and cable television taxes, and creating sales tax exemptions for telecommunication equip-
ment, manufacturing parts and supplies, oil and mining equipment, and dental prostheses.

Sales and Use Tax. In general, State sales taxes are imposed based on retail sales or use of tangible
personal property, admissions, meals, utility services, general services on tangible personal property, ho-
tel and motel accommodations, and certain other items. Use tax also applies to goods shipped to the State
for use, storage, or other consumption; goods purchased outside of the State for use, storage, or other con-
sumption in the State; and services subject to tax but performed outside the State for use, storage, or other
consumption in the State. The State sales tax on unprepared food items is 1.75% and the general sales tax
rate is 4.70%.

The State requires its largest sales taxpayers (with annual liabilities of more than $50,000) to pay on a
monthly basis. All others remit the sales tax collected on a quarterly basis. Monthly sales taxpayers and
those paying via electronic funds transfer receive a 1.5% discount on State taxes. Because approximately
75% of the sales and use tax is now remitted monthly, the State’s cash flow has less volatility.

Additional Taxes and Fees. The State collects a number of additional significant taxes and fees, in-
cluding, but not limited to: an unemployment compensation tax, which is used to finance benefits paid to
unemployed workers; a worker’s compensation insurance premium tax, which is used to pay workers’
compensation benefits; and various highway users’ taxes, which are used for highway and road related
purposes. Other taxes and fees collected by the State include excise taxes on insurance premiums, sever-
ance taxes, a cigarette and tobacco tax, a wine and liquor tax, an inheritance tax, an environmental sur-
charge, a waste tire fee, and fish and game license fees. Other State revenue sources include license fees
and other fees collected by colleges, universities and State departments.

For additional information regarding recent tax collection results and forecasts for 2010 and 2011

tax collections, see “APPENDIX C—DEMOGRAPHIC AND ECONOMIC INFORMATION REGARD-
ING THE STATE OF UTAH-Tax Collections.”
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State Revenues

The State receives revenues from three principal sources: taxes, including sales and use, individual
income, business, motor and special fuel, and other miscellaneous taxes; federal grants—in—aid; and mis-
cellaneous charges and receipts, including licenses, permits and fees, the State’s share of mineral royal-
ties, bonuses on federal land, and other miscellaneous revenues. Revenues received in the governmental
fund types (excluding the Trust Lands permanent fund) are as follows:

($ In Thousands)

Fiscal Year

% % % % %

2010 Q@ 2009 @ 2008 (€8] 2007 (§8)] 2006 Q@

TaXes .ocovvvvreeveienne, $4,794,495 50% $5,043,043 53% $5,693,425 60% $5,797,563 62% $5,281,485 60%
Federal contracts

and grants........... 3,713,771 38 3,207,110 34 2,574,585 27 2,480,016 26 2,524,022 29

All other misc.
revenues............. 1,183,008 12 1,181,846 13 1,227,345 13 1,084,752 12 972,222 11

Total all funds.... $9,691,274 100% $9,431,999 100% $9,495,355 100% $9,362,331 100% $8,777,729 100%

(1) Percentage of total Governmental Fund Revenue.
(Source: Division of Finance.)

Revenue Summary. For Fiscal Year 2010, General Fund revenues from all sources totaled approx-
imately $5 billion. Of this amount, 53% came from federal contracts and grants; 28% came from sales
taxes; 7% came from charges for services and licenses, permits and fees; 7% came from federal mineral
leases, investment income and miscellaneous and other revenues; and 5% came from other tax sources.

In the Education Fund for Fiscal Year 2010, revenues from all sources totaled approximately
$3.1 billion. Of this amount, 68% came from individual income taxes; 20% came from federal contracts
and grants; 9% came from corporate franchise taxes; 1% came from investment income; and 1% came
from other tax sources.

In the Transportation Fund for Fiscal Year 2010, revenues from all sources totaled approximately
$1.1 billion. Of this amount, 38% came from federal contracts and grants; 31% came from motor and spe-
cial fuel taxes; 13% came from charges for services and licenses, permits, and fees; 12% came from other
miscellaneous taxes and fees; and 6% came from sales and use taxes.

In the Transportation Investment Fund for Fiscal Year 2010, revenues from all sources totaled
$325.9 million. Of this amount, 77% came from sales tax revenue; 21% came from motor vehicle regis-
tration fees; and 2% came from investment income.

The following tables, which have been prepared by the State’s Division of Finance, are based on au-
dited financial information and have not been otherwise independently audited. These financial summa-
ries are not presented in a form that can be easily recognized or extracted from the State’s audited basic
financial statements.
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Revenues by Source—All Governmental Fund Types (1) (In Thousands)

Taxes:
Individual income tax.............
Sales and USe taX........ccveeenneee.
Motor and special fuel tax ......
Other taxeS......covevveevvirvreeeinn,
Corporate taX ........ccceeerveenennne
Total taxes
Other revenues:
Federal contracts and grants ...
Charges for services................
Miscellaneous and other .........
Licenses, permits and fees.......
Federal mineral lease..............
Investment income..................
Federal aeronautics.................
Intergovernmental...................
Total other revenues............

Total reVeNUES......coeeevvvveirvieene,

(1) Includes all governmental fund types, except Trust Lands.

(Sources: Division of Finance and the 2010 CAFR.)

Function

Public education..........cccccoeevevennenn.
Transportation ...........ccccceveveenennens
Health and environmental quality ..
Higher education (Colleges and
UNIVErSIties)......ccovvvvvrvnirenienn
Employment and family services...
Human services/youth corrections.
General government............cccccoeee.
Debt service
Capital outlay.......cccovvveiviiienne
Corrections/adult...........ccoovvvnnnene
Public safety......ccccooovvveiiiiirene
Community and culture..................
Natural resources
COUMS...ooiieiieeieeiee e
Business, labor and agriculture.......

Fiscal Year
2010 2009 2008 2007 2006
$2,124,173  $2,340,400 $2,560,394 $2,589,252  $2,324,365
1,733,412 1,761,224 2,031,239 2,109,732 1,915,600
341,196 337,529 357,664 366,446 344,902
328,753 354,713 333,542 320,204 316,994
266,961 249,177 410,586 411,929 379,624
4,794,495 5,043,043 5693425 5,797,563 5,281,485
3,713,771 3,207,110 2,574,585 2,480,016 2,524,022
402,222 386,516 392,345 347,038 329,576
356,004 382,614 373,047 261,617 239,901
179,947 128,212 121,882 120,349 113,684
129,377 172,642 134,404 145,985 156,851
47,047 68,275 124,590 142,357 85,580
39,752 34,141 68,193 44,074 37,521
28,659 9,446 12,884 23,332 9,109
4,896,779 4388956 3,801,930 3,564,768 3,496,244
$9,691,274 $9,431,999 $9,495,355 $9,362,331  $8,777,729
Expenditures by Function—All Governmental Fund Types (1) (In Thousands)
Fiscal Year

2010 2009 2008 2007 2006
$ 3,002,318 $ 3,035,519 $2,960,873 $2,547,421 $2,322,871
2,016,427 1,694,811 1,472,208 1,221,371 975,565
1,873,264 1,812,488 1,648,841 1,620,400 1,634,619
734,440 782,650 793,283 708,063 675,267
673,329 519,741 432,955 406,532 413,380
667,192 701,099 677,234 627,598 593,392
313,981 325,076 319,389 268,775 239,838
302,917 245,288 333,175 235,011 235,436
235,499 196,204 193,733 196,126 170,748
235,411 255,448 251,216 229,198 205,310
199,731 213,038 196,008 172,427 179,622
178,258 140,453 132,413 108,592 85,231
161,640 178,306 174,120 171,014 140,592
136,373 129,125 131,261 119,650 114,111
96,579 101,966 96,072 91,162 89,255
52,084 60,224 64,587 49,064 43,505

Higher education (State Adm.) ......

Total expenditures

$10,879,443 $10,391,436 $

(1) Includes all governmental fund types, except Trust Lands.
(Sources: Division of Finance and the 2010 CAFR.)
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Changes in All Governmental Fund Types (1) ($ In Millions)

Fiscal Year
2010 2009 2008 2007 2006
REVENUES ..o $9,691 $9,432 $9,496 $9,362 $8,778
% change over previous year...... 2.7% (0.7Y% 1.4% 6.7% 15.1%
Net other financing sources (2)...... $1,169 $563 $77 $7 $0
Expenditures (3)....ccccevvrvrerieninnean $10,879 $10,391 $9,877 $8,772 $8,119
% change over previous year ...... 4.7% 5.2% 12.6% 8.0% 8.4%

(1) Includes all governmental fund types, except Trust Lands.

(2) Includes sale of capital assets, bond proceeds, net of any refunding issues, plus financing provided from capital

leasing.

(3) Funding for expenditures is provided from revenues, beginning balances, bond proceeds, sale of capital assets,

and capital leases issued. Beginning balances are not reflected in this table.

(Sources: Division of Finance and the 2010 CAFR.)

(The remainder of this page has been intentionally left blank.)
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Fund Balances—All Governmental Fund Types (1) (In Thousands)

As of June 30
Fund 2010 2009 2008 2007 2006
General.....cocceoveveieeeie e, $ 647,644 $ 632,691 $ 864,868 $1,079,572 $ 869,136
Special Revenue:
Transportation Investment (2) ... 586,550 (8,652) 199,872 129,808 144,162
Education (3) (4)...c.cccvcvveverennns 523,104 517,677 413,998 566,672 -
Transportation.............cceceeeeennee. 228,677 675,172 510,626 327,017 209,885
State Endowment (5) ................. 106,727 79,480 45,834 33,221 24,671
Rural Development.................... 39,420 38,203 35,431 31,109 25,012
Environmental Reclamation ...... 22,343 27,656 29,442 30,168 24,135
Miscellaneous Special Rev. ...... 10,262 13,278 12,446 10,401 8,343
Crime Victim Reparation........... 5,210 4,495 6,891 8,942 9,690
Universal Telephone.................. 4,460 8,008 8,351 6,999 7,119
Consumer Education.................. 3,710 2,817 4,139 2,774 3,245
State Capitol ........ccceeeviivennnns 1,449 1,282 125 196 125
Uniform School (4).........ccc........ - 197,168 372,796 651,724 942,389
Capital Projects........cccccevveivnninnns 233,178 208,686 239,362 135,762 133,630
Debt Service.......ccocvvvvvveiiieeiene, 20,392 10,980 26,570 23,5634 20,722
Total..oooeeeeie e, $2,433,126 $2,408,941 $2,770,751 $3,037,899 $2,422,264
(1) Includes all governmental fund types, except Trust Lands.

2
)

(4)

(5)

Effective Fiscal Year 2006, the Legislature created the Transportation Investment Fund and designated that
projects previously reported as part of the Centennial Highway Fund be reported within this new fund.

Effective Fiscal Year 2007, the Legislature created the Education Fund. Individual income and corporate fran-
chise taxes are deposited into the Education Fund, then transferred as authorized to the Uniform School Fund
and expended for public education. The remainder is used for higher education.

GASB 54 clarified that specific revenue sources should be recognized in the special revenue fund where these
revenues will be expended. In order to comply with this statement, legislation was passed that requires all activ-
ity of the Uniform School Fund (previously a major special revenue fund) be reported within the Education
Fund (major special revenue fund). As a result of this change, the ending fund balance in the Uniform School
Fund ($197.168 million) in Fiscal Year 2009 was combined and reported as part of the beginning fund balance
of the Education Fund in Fiscal Year 2010.

Prior to Fiscal Year 2009, the State Endowment Fund was known as the Tobacco Endowment fund. The name
change occurred to more clearly classify the type of monies included within the fund. This fund accounts for a
portion of proceeds of the State’s settlement with major tobacco manufacturers, severance tax revenue in excess
of statutory base amounts, and money or other assets given or received in this fund under the provisions of the
Utah Code.

(Sources: Division of Finance and the 2010 CAFR.)

(The remainder of this page has been intentionally left blank.)
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General Fund—Revenues, Expenditures and Fund Balances (In Thousands)

Fiscal Year
2010 2009 2008 2007 2006
Revenues:
Federal contracts and grants... $2,642,157 $2,272,215 $1,892,116 $1,818,571 $1,859,583
Sales and use taX .........ccceevenee. 1,416,447 1,487,652 1,710,564 1,860,703 1,820,992
Charges for services............... 297,494 293,753 299,819 267,479 256,025
Other taXxes ......cceevvvvvrvinenns 275,952 280,934 283,852 274,563 271,178
Miscellaneous and other......... 206,666 202,666 158,883 166,471 164,890
Federal mineral lease ............. 129,377 172,642 134,404 145,985 156,851
Licenses, permits and fees ..... 34,540 23,018 20,633 20,479 18,725
Investment income................. 6,704 29,993 75,647 94,448 47,027
Total revenues.................... $5,009,337 $4,762,873 $4,575,918 $4,648,699 $4,595,271
% change over previous year ..... 5.2% 4.1% (1.6)% 1.2% 10.0%
Expenditures........cccccevveveiennenn, $5,242,641 $5,103,322 $4,827,229 $4,497,679 $4,333,467
% change over previous year..... 2.7% 5.7% 7.3% 3.8% 7.9%
Fund Balance: (1) (2)
Nonspendable...........c.c.c.c....... $ 3,272 $ - $ - $ - $ -
Restricted .......ccocevvvverercnnenn, 35,171 - - - -
Committed.......ccoveeeveiiieeciens 371,354 - - - -
ASSIgNEd......ocvveieeeee e 222,963 - - - -
Unassigned........cccccevevereenne. 14,884 - - - -
Unreserved, designated .......... - 327,467 394,068 603,165 483,510
Reserved........ccooeveieeeeneennane. - 305,224 470,800 411,600 300,497
Unreserved, undesignated ...... - - - 64,807 85,129
Total fund balance.............. $647,644 $632,691 $864,868 $1,079,572 $869,136
% change over previous year ..... 2.4% (26.8)% (19.9Y% 24.2% 32.9%

(1) The fund balance is derived from revenues, expenditures, transfers and other financing sources which are not
presented in this table and from the fund balance from the prior Fiscal Year.

(2) Beginning Fiscal Year 2010, the fund balance categories were reclassified as a result of implementing
GASB 54. GASB 54 clarifies the existing governmental fund type definitions and provides clearer fund balance
categories and classifications. The new hierarchical fund balance classification is based primarily upon the ex-
tent to which a government is bound to follow constraints on resources in governmental funds and includes the
terms: nonspendable, restricted, committed, assigned and unassigned. Fund balances have not been restated for
prior years.

(Sources: Division of Finance and the 2010 CAFR.)
Capital Expenditure Authorizations

The following table presents historical data on capital expenditures in the year authorized from all
sources, including bond proceeds and other available funds. Included in these figures are capital outlay
expenses and authorizations for the construction of new buildings and the improvement of existing build-
ings. These figures also include expenditures for the construction of buildings for higher education, water
development or storage projects, flood control projects, the construction or improvement of roads and
related transportation projects, State and some local recreation projects and local projects in energy—
impacted areas funded with community impact moneys. These figures exclude debt service.
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Capital Expenditure Authorizations (In Millions)

Fiscal Year
2012 2011 2010 2009 2008
$833.3 $807.4 $3,388.1 (1) $1,538.2 $3,033.4 (2)

(1) The large increase in Fiscal Year 2010 was from a new bond authorization of $2.2 billion for highway projects
and $148 million for building projects.

(2) The large increase in Fiscal Year 2008 was from a new bond authorization of $1.3 billion for highway projects
and by approximately $428 million for buildings projects.

(Source: Governor’s Office of Planning and Budget.)
Investment Of Funds

Investment of Operating Funds; The State Money Management Act. The State Money Management
Act, Title 51, Chapter 7, Utah Code (the “MM Act”) governs the investment of all public funds held by
public treasurers in the State.

The State is currently complying with all of the provisions of the MM Act for all State operating
funds.

The Utah Public Treasurers’ Investment Fund. A significant portion of State funds are invested in the
Utah Public Treasurers Investment Fund (“PTIF”). The PTIF is a local government investment fund es-
tablished in 1981, and managed by the State Treasurer. The PTIF invests to ensure safety of principal,
liquidity and a competitive rate of return. All moneys transferred to the PTIF are promptly invested in
securities authorized by the MM Act. Safekeeping and audit controls for all investments owned by the
PTIF must comply with the MM Act.

See “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY
INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2010-Notes to the Financial State-
ments—Note 3. Deposits and Investments” and “~Note 4. Investment Pool.”

Investment of 2011 Bond Proceeds. Proceeds of the 2011 Bonds will be held by the Trustee and in-
vested so as to be readily available. 2011 Bond proceeds may also be invested in the PTIF or other availa-
ble investment funds authorized under the MM Act.

Employee Workforce And Retirement System

Employee Workforce and Retirement System. The State is the largest employer in the State employing
over 20,200 people (full-time equivalents) in Fiscal Year 2011. In Fiscal Year 2010, the State employed
20,635 people and in Fiscal Year 2009, the State employed 21,406 people. All full-time employees of the
State are members of the Utah State Retirement System.

Retirement System. Pension Benefit Programs. The State participates in various systems and plans
provided by the Utah State Retirement Systems (the “Systems”) comprised of the following pension trust
funds:

(1) the Public Employees Noncontributory Retirement System (Noncontributory System); the
Public Employees Contributory Retirement System (Contributory System); and the Firefighters Re-
tirement System which are multiple—employer, cost sharing, public employee retirement systems;

(2) the Public Safety Retirement System which is a mixed agent and cost-sharing, multiple—
employer retirement system;
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(3) the Judges Retirement System and the Utah Governors and Legislators Retirement Plan
which are single employer service—employee retirement systems; and

(4) five defined contribution plans comprised of the 401(k) Plan, 457 Plan, Roth and Traditional
IRA Plans, and HRA.

The Systems are established and governed by the respective sections of Title 49 of the Utah Code.
The Systems’ defined benefit plans are amended statutorily by the Legislature. The Utah State Retirement
Office Act in Title 49 provides for the administration of the Systems and its plans under the direction of a
governing board, whose members are appointed by the Governor.

The purpose of the Systems and related plans is to provide benefits for all eligible State, local gov-
ernment and most public education employees whose employers have elected to participate.

Systems Valuation. An actuarial valuation of the Systems is performed annually. An assumption ex-
perience study is performed at least every third year. The actuarial firm Gabriel, Roeder, Smith & Com-
pany completed the valuation as of January 1, 2011. The Systems’ Board adopted the recommendations
suggested by the actuary as part of its experience study. Included in the changes is a reduction in the actu-
arial assumed income rate from 7.75% to 7.5%. All numbers as of January 1, 2011 reflect the lower as-
sumed rate.

The actuarial value of assets, which is based on a five—year smoothed expected rate of return, wherein
the excess or shortfall of investment income over or under the actuarial assumed income rate (currently
7.75%), is recognized over a five-year period. This is the value of assets used by the actuary in determin-
ing contribution rates for the Systems. The current funded ratios as of January 1, 2011 range from 75% to
96%.

At January 1, 2011, the date of the most recent actuarial valuation, the average funded ratio of the
Systems was 82.7%. This was a decrease of 3% from the Systems’ January 1, 2010, valuation average
funded ratio of 85.7%. The funded ratio decrease for all components of the Systems was the result of low-
er than expected investment returns over the previous five years. At January 1, 2011, the Systems’ under-
funded actuarial accrued liability was $4.4 billion.

In 2009 two changes were made to the actuarial valuation. The first change was to increase the amor-
tization period for amortizing the unfunded actuarial accrued liability from 20 years to 25 years. This
funding period will be closed (i.e. the funding period will decrease by one year each year) until the fund-
ing period reaches 20 years, at which time the period will once again revert to an open 20 year amortiza-
tion period. The second change was to widen the corridor used to determine the actuarial value of assets
from 80%—-120% to 75%—-125% of market value. This change allows more of the 2008 investment losses
to be smoothed into the actuarial value of assets over the next four years rather than being recognized in
this valuation.

Investment Returns. The following table displays the investment returns for the previous 10 years Ca-
lendar Years.

(The remainder of this page has been intentionally left blank.)
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Total Investment

Portfolio Smooth Expected Fair Value Rate Actuarial Assumed
Fair Value Rate of Return (1) of Return (2)__ Interest Rate (3)__
2010 .......... $21,134,000,000 2.87% 13.73% 7.75%
2009 .......... 19,058,000,000 6.11 12.88 7.75
2008 .......... 17,565,000,000 (5.03) (22.3) 7.75
2007 .......... 22,979,000,000 13.04 7.15 8.00
2006 .......... 21,861,000,000 11.10 14.77 8.00
2005 .......... 18,657,000,000 7.36 8.96 8.00
2004 .......... 16,937,000,000 5.32 13.24 8.00
2003 .......... 14,563,000,000 8.01 26.00 8.00
2002 .......... 11,745,000,000 (1.54) (7.54) 8.00
2001 .......... 12,892,000,000 6.80 (4.99) 8.00

(1) Smoothed Expected Rate of Return consists of investment income in excess or shortfall of the expected 7.75%
on fair value smoothed over a five—year period with 20% of a year’s excess or shortfall being recognized each
year beginning with the current year.

(2) Fair Value Rate of Return consists of cash income plus gains and losses due to changes in fair value, whether
realized or unrealized (before deduction of investment fees). (For 2010, 13.54% net of fees.)

(3) Actuarial Assumed Interest Rate is the assumed rate of return on the fair value of assets, and is used in estab-
lishing retirement contribution rates and in determining current benefit reserve requirements.

(Source: 2010 Utah Retirement Systems Consolidated Annual Financial Report.)

Contributions and Funding Ratios. The State and all other participating employers in the Systems,
have paid 100% of the Annual Required Contribution. For Calendar Year 2010 the required contribution
for all participating employers was $754,873,000. Of this amount, $59,652,000 was paid by members and
$695,221,000 was contributed by employers. Covered payroll totals $4.488 billion.

The schedule below summarizes the contribution rates in effect as of December 31, 2010.

Contribution rates as a percent of payroll

System Member Employer Other
Noncontributory.................. 0.00% 13.37-16.32% 0.00%
Contributory........ccccccvevvnee. 6.00 9.36-11.83 0.00
Public Safety:

Noncontributory ........... 0.00 26.13-36.31 0.00

Contributory ................. 10.5-12.29 14.86-23.22 0.00
Firefighters:

Division A .......ccocevene 15.05 1.72 11.87

Division B ........c..c........ 16.18 0.00 11.87
Judges:

Noncontributory ........... 0.00 23.72 14.08
Governors/Legislators......... 0.00 0.00 0.00

(Source: 2010 Utah Retirement Systems Consolidated Annual Financial Report.)

Systems’ actuary, Gabriel, Roeder, Smith & Company (“GRS”), projected that contribution rates for
the Noncontributory System, the largest program in the Systems, will increase to 23.10% by 2020 and
remain at that level for a period of time. The Legislature hired the actuary firm Cheiron to verify the cal-
culations of GRS as the Legislature contemplated changes to the Systems benefit structure. Cheiron sub-
stantially agreed with the findings of GRS.
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Preliminary contribution rates for Fiscal Year 2012 are in line with previous projections even with the
change in assumptions.

The funding progress with funding ratios is shown in the following schedule.

($ In Billions)
Actuarial Accrued Funding
Value of Assets Actuarial Liability Ratios

2010 .o, $21.1 $25.7 82%
2009 ..., 20.8 24.3 86
2008 .....ocovveeeeeee 19.9 22.9 87
2007 oo 20.3 21.3 95
2006 ......covereereerene, 18.1 18.8 96
2005 ... 16.4 17.6 93
2004 ... 15.4 16.7 92
2003 ..o, 14.7 15.5 95
2002 ..o, 13.8 14.8 93
2001 ..oiiiieeee 14.1 13.7 103

(Source: 2010 Utah Retirements Systems Consolidated Annual Financial Report.)

Changes to the Systems. In order to help limit financial risk to the State and ensure the ability to meet
retirement obligations for current employees, several changes were made to the retirement system during
the 2010 General Session. The New Public Employees’ Tier Il Contributory Retirement Act allows any
employee entering regular full-time employment before July 1, 2011, to participate in the existing retire-
ment systems and plans under Tier |. Employees beginning regular full-time employment after
June 30, 2011, may participate only in Tier Il systems or plans. The Tier Il plan allows employees to elect
between a defined contribution plan or a defined benefit plan. Under both scenarios, the State will contri-
bute 10% of the employee’s salary toward his or her retirement. The Tier Il plan also increases the
amount of time an employee must serve to be eligible for retirement.

For a further discussion concerning the Utah State Retirement System see “APPENDIX A—BASIC
FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE
STATE OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial Statements—Note 16. Pension
Plans.”

Other Postemployment Benefits

At the option of individual state agencies, employees may participate in the State’s Other Postem-
ployment Benefit Plan (“OPEB Plan™), a single—employer defined benefit healthcare plan. The State ad-
ministers the OPEB Plan through the State Post—Retirement Benefits Trust Fund, an irrevocable trust
fund, created in April 2007. Plan assets of the State Post-Retirement Benefits Trust Fund are irrevocable
and legally protected from creditors and dedicated to providing postemployment health and life insurance
coverage to current and eligible future state retirees in accordance with the terms of the plan. Only state
employees entitled to receive retirement benefits and hired prior to January 1, 2006, are eligible to receive
postemployment health and life insurance benefits from the OPEB Plan.

The Legislature currently plans to continue contributing amounts to the OPEB Plan sufficient to fully
fund the annual required contribution (“ARC”), a rate actuarially determined in accordance with the pa-
rameters of Governmental Accounting Standards Board Statement 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal costs each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed 30 years. The ARC of
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$43.8 million (from the December 31, 2008) is 4.9% of annual covered payroll. The actuarial accrued
liability for benefits was approximately $446.6 million, with an actuarial value of plan assets of approx-
imately $53.9 million, resulting in an unfunded actuarial accrued liability of approximately $392.8 million
(the State’s actuarial accrued liability is calculated biannually). The State contributed $43.8 million to the
OPEB Plan in Fiscal Years 2010 and 2011, respectively.

The State also administers the Elected officials’ OPEB Plan, a single—employer defined benefit
healthcare plan. Only governors and legislators (elected officials) that retire after January 1, 1998 and
have four or more years of service can elect to receive and apply for this benefit. This OBEB plan is paid
on a pay-as-you—go basis and has an unfunded actuarial accrued liability of $24.515 million (from De-
cember 31, 2008 actuarial valuation). The Legislature has set aside $1.785 million in Fiscal Years 2011
and 2012, respectively, to fund this OPEB plan in anticipation of establishing an irrevocable trust and be-
gin funding the ARC.

The State is in the process of obtaining new actuarial valuations for both these OPEB plans.

For additional discussion of the State’s postemployment benefits see “APPENDIX A—BASIC FI-
NANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE
OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial Statements—Note 17. Other Postem-
ployment Benefits.”

Risk Management And Insurance

The State is a member of a risk pool where the State self-insures portions of certain property and lia-
bility claims and purchases commercial insurance for claims above the self insured retention amounts.
This is done through the Administrative Services Risk Management Fund. The fund is maintained via
premiums charged to its members—State agencies, institutions of higher education, Utah school districts
and charter schools.

The property self-insurance limits are currently $1 million per claim with an annual aggregate of
$3.5 million. Generally, claims in excess of the self-insured limits are covered by insurance policies with
private insurance companies. This coverage has limits of $1 billion at any single building. The State has
aggregate coverage of $500 million for earthquake and $500 million for flood losses.

As of June 30, 2011, the Administrative Services Risk Management Fund contained approximately
$39.8 million in reserve available to pay for claims incurred. In the opinion of the State’s Risk Manager,
the available balance will be adequate to cover claims through Fiscal Year 2012. See “APPENDIX A—
BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF
THE STATE OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial Statements—Note 14. Liti-
gation, Contingencies and Commitments” and “—Note 18. Risk Management And Insurance.”

LEGAL MATTERS

Absence Of Litigation Concerning The 2011 Bonds

There is no litigation pending or threatened against the 2011 Bonds questioning or in any matter relat-
ing to or affecting the validity of the 2011 Bonds.

On the date of the execution and delivery of the 2011 Bonds, certificates will be delivered by the Au-
thority to the effect that to the knowledge of the Authority, there is no action, suit, proceeding or litigation
pending or threatened against the Authority, which in any way materially questions or affects the validity
or enforceability of the 2011 Bonds or any proceedings or transactions relating to their authorization, ex-
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ecution, authentication, marketing, sale or delivery or which materially adversely affects the existence or
powers of the Authority.

A non-litigation opinion issued by the State’s Attorney General, dated the date of closing, will be
provided stating, among other things, that there is not now pending, or to his knowledge threatened, any
action, suit, proceeding, inquiry, or any other litigation or investigation, at law or in equity, before or by
any court, public board or body, challenging the creation, organization or existence of the State, the Au-
thority or DFCM, or the titles of its respective officers to their respective offices, or the ability of the
State, the Authority or DFCM, or its respective officers to authenticate, execute or deliver the 2011 Bonds
or such other documents as may be required in connection with the issuance and sale of the 2011 Bonds,
or to comply therewith or perform its respective obligations thereunder, or seeking to restrain or enjoin
the issuance, sale or delivery of the 2011 Bonds, or directly or indirectly contesting or affecting the pro-
ceedings or the authority by which the 2011 Bonds are issued, the legality of the purposes for which the
2011 Bonds are issued, or the validity of the 2011 Bonds or the issuance and sale thereof.

Miscellaneous Legal Matters

The State, its officers, agencies, and departments, are parties to numerous routine legal proceedings,
many of which normally occur in governmental operations.

See “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTA-
RY INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2010—Notes to the Financial
Statements—Note 14. Litigation, Contingencies, and Commitments.”

Attorney General’s Opinion Of Effect Of Legal Proceedings On State’s Ability To Make Timely
Payments On 2011 Bonds

Based on discussions with representatives of the Authority and the State’s executive and legislative
departments, the Attorney General is of the opinion that the miscellaneous legal proceedings against the
State or the Authority, individually or in the aggregate, are not likely to have a material adverse impact on
the Authority’s ability to make its payments of the principal of and interest on the 2011 Bonds as those
payments come due or the State’s ability to make its payment of Rentals as those payments come due.

Federal Income Tax Matters

In the opinion of Ballard Spahr LLP, Bond Counsel to the Authority and the State, interest on the
2011 Bonds is excludable from gross income for purposes of federal income tax under existing laws as
enacted and construed on the date of initial delivery of the 2011 Bonds, assuming the accuracy of the cer-
tifications of the Authority and the State and continuing compliance by the Authority and the State with
the requirements of the Internal Revenue Code of 1986. Interest on the 2011 Bonds is not an item of tax
preference for purposes of either individual or corporate federal alternative minimum tax; however, inter-
est on 2011 Bonds held by a corporation (other than an S corporation, regulated investment company, or
real estate investment trust) may be indirectly subject to federal alternative minimum tax because of its
inclusion in the adjusted current earnings of a corporate holder.

The Internal Revenue Code of 1986, as amended, contains a number of requirements and restrictions
which apply to the 2011 Bonds. The Authority and the State have covenanted to comply with all such re-
quirements and restrictions. Failure to comply with certain of such requirements and restrictions may
cause interest on the 2011 Bonds to become includable in gross income for federal income tax purposes
retroactive to the date of issuance of the 2011 Bonds. Bond Counsel has assumed, without undertaking to
determine or confirm, continuing compliance by the Authority and the State with such requirements and
restrictions in rendering its opinion regarding the tax—exempt status of interest on the 2011 Bonds.
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The 2011 Bonds Original Issue Premium. Portions of the 2011 Bonds (collectively, the “Premium
Bonds™) may be offered at a premium (“original issue premium’) over their principal amount. For federal
income tax purposes, original issue premium is amortizable periodically over the term of a Premium Bond
through reductions in the holders’ tax basis in the Premium Bond for determining taxable gain or loss
from the sale or from redemption prior to maturity. Amortization of premium does not create a deductible
expense or loss. Holders of Premium Bonds should consult their tax advisors for an explanation of the
amortization rules.

The 2011 Bonds Original Issue Discount. The 2011 Bonds (collectively, the “Discount Bonds) may
be offered at a discount (“original issue discount”) equal generally to the difference between the public
offering price and stated redemption price at maturity. For federal income tax purposes, original issue dis-
count on a Discount Bond accrues periodically over the term of the Discount Bond as interest with the
same tax exemption and alternative minimum tax status as regular interest. The accrual of original issue
discount increases the holder’s tax basis in the Discount Bond for determining taxable gain or loss from
the sale or from redemption prior to maturity. Holders of Discount Bonds should consult their tax advi-
sors for an explanation of the accrual rules.

State Of Utah Income Tax

Bond Counsel is also of the opinion that interest on the 2011 Bonds is exempt from State of Utah in-
dividual income taxes under currently existing law.

No Further Opinion

Bond Counsel expresses no opinion regarding any other tax consequences relating to ownership or
disposition of, or the accrual or receipt of interest on, the 2011 Bonds.

Changes In Federal And State Tax Law

From time to time, there are Presidential proposals, proposals of various federal committees, and leg-
islative proposals in the Congress and in the states that, if enacted, could alter or amend the federal and
state tax matters referred to herein or adversely affect the marketability or market value of the
2011 Bonds or otherwise prevent holders of the 2011 Bonds from realizing the full benefit of the tax ex-
emption of interest on the 2011 Bonds. Further, such proposals may impact the marketability or market
value of the 2011 Bonds simply by being proposed. One such proposal is the American Jobs Act of 2011
(S.1549) (the “Jobs Bill”) which was introduced in the Senate on September 13, 2011 at the request of the
President. If enacted in its current form, the Jobs Bill could adversely impact the marketability and market
value of the 2011 Bonds and prevent certain bondholders (depending on the financial and tax circums-
tances of the particular bondholder) from realizing the full benefit of the tax exemption of interest on the
2011 Bonds. It cannot be predicted whether or in what form any such proposal might be enacted or
whether if enacted it would apply to 2011 Bonds issued prior to enactment. In addition, regulatory actions
are from time to time announced or proposed and litigation is threatened or commenced which, if imple-
mented or concluded in a particular manner, could adversely affect the market value, marketability or tax
status of the 2011 Bonds. It cannot be predicted whether any such regulatory action will be implemented,
how any particular litigation or judicial action will be resolved, or whether the 2011 Bonds would be im-
pacted thereby.

Purchasers of the 2011 Bonds should consult their tax advisors regarding any pending or proposed
legislation, regulatory initiatives or litigation. The opinions expressed by Bond Counsel are based upon
existing legislation and regulations as interpreted by relevant judicial and regulatory authorities as of the
date of issuance and delivery of the 2011 Bonds, and Bond Counsel has expressed no opinion as of any
date subsequent thereto or with respect to any proposed or pending legislation, regulatory initiatives or
litigation.
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General

The approving opinion of Ballard Spahr LLP, Bond Counsel to the Authority and the State, concern-
ing the validity of the 2011 Bonds, in substantially the form set out in “APPENDIX E—PROPOSED
FORM OF OPINION OF BOND COUNSEL” to this OFFICIAL STATEMENT, will be provided at the
time of delivery of the 2011 Bonds. Copies of the opinion of Bond Counsel, in substantially the form set
forth in “APPENDIX E—PROPOSED FORM OF OPINION OF BOND COUNSEL” to this OFFICIAL
STATEMENT, will be available upon request from the chief contact person for the State indicated under
the heading “INTRODUCTION—Contact Persons” above.

Bond Counsel has reviewed those portions of the OFFICIAL STATEMENT captioned: “THE
2011 BONDS (except the portions under the captions “—General,” “—Estimated Sources And Uses Of
Funds,” and “—Book-Entry System”) and “LEGAL MATTERS—Federal Income Tax Matters,” “—
State Of Utah Income Tax” and “APPENDIX D—BASIC DOCUMENTATION” to the OFFICIAL
STATEMENT. Bond Counsel also prepared and has reviewed “APPENDIX E—PROPOSED FORM OF
OPINION OF BOND COUNSEL” to the OFFICIAL STATEMENT, which sets forth the anticipated
form of Bond Counsel’s opinion on the 2011 Bonds. Bond Counsel has not assumed responsibility for the
remaining material in the OFFICIAL STATEMENT and has not verified independently the information
set out therein. In addition, Bond Counsel has not assumed responsibility for any agreement, representa-
tions, offering circulars, or other material of any kind not mentioned in this paragraph, relating to the of-
fering of the 2011 Bonds for sale.

Certain legal matters will be passed upon for the State by the Office of the Attorney General of the
State. Certain legal matters regarding this OFFICIAL STATEMENT will be passed on for the Authority
and the State by Chapman and Cutler LLP.

MISCELLANEOUS
Bond Ratings

Moody’s and S&P have rated the 2011 Bonds “Aal”, and “AA+”, respectively, as of the date of this
OFFICIAL STATEMENT.

Any explanation of the significance of these outstanding ratings may only be obtained from the rating
service furnishing the same. The above ratings are not recommendations to buy, sell or hold the
2011 Bonds. There is no assurance that such ratings will be maintained for any period of time or that the
ratings may not be lowered or withdrawn entirely by the rating agencies if, in their judgment, circums-
tances so warrant. Any such downward change or withdrawal of such rating may have an adverse effect
on the market price of the 2011 Bonds. The Authority and the State have not applied to Fitch for a rating
on the 2011 Bonds.

Trustee

The obligations and duties of the Trustee are described in the Indenture and the Trustee has underta-
ken only those obligations and duties that are expressly set out in the Indenture. The Trustee has not inde-
pendently passed upon the validity of the 2011 Bonds, the security therefore, the adequacy of the provi-
sions for payment thereof or the exclusion from gross income for federal tax purposes of the interest on
the 2011 Bonds. The Trustee may resign or be removed or replaced as provided in the Indenture. Such
Trustee is empowered to take various actions set forth in the Indenture.
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Financial Advisor

The State has entered into an agreement with the Financial Advisor whereunder the Financial Advisor
provides financial recommendations and guidance to the State with respect to preparation for sale of the
2011 Bonds, timing of sale, tax—exempt bond market conditions, costs of issuance and other factors relat-
ing to the sale of the 2011 Bonds. The Financial Advisor has read, participated in the drafting of and pro-
vided the information in certain provisions of this OFFICIAL STATEMENT. The Financial Advisor has
not otherwise audited, authenticated or verified the information set forth in the OFFICIAL STATE-
MENT, or any other related information available to the State, with respect to accuracy and completeness
of disclosure of such information, and no guaranty, warranty or other representation is made by the Fi-
nancial Advisor respecting accuracy and completeness of the OFFICIAL STATEMENT or any other mat-
ters related to the OFFICIAL STATEMENT. Financial Advisor fees are contingent upon the sale and de-
livery of the 2011 Bonds.

Independent Auditor

The financial statements of the State as of June 30, 2010, and for the fiscal year then ended, are in-
cluded as “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTA-
RY INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2010” to this OFFICIAL STA-
TEMENT and have been audited by the Utah State Auditor, as indicated in its report thereon. The State
has neither requested nor has been obligated to obtain the consent of the State Auditor to include its report
in this OFFICIAL STATEMENT and therefore the State Auditor has not performed any procedures with
respect to such financial statements subsequent to the date of its report.

Additional Information

The foregoing description of the 2011 Bonds does not purport to be complete and is expressly made
subject to the exact provisions of the complete documents, copies of which are available for inspection at
the offices of the Financial Advisor during the offering of the 2011 Bonds, and subsequently, at the office
of the Trustee in Denver, Colorado.

Any statements in this OFFICIAL STATEMENT involving matters of opinion, whether or not ex-
pressly so stated, are intended as such and not as representations of fact.

The Appendices attached hereto are an integral part of this OFFICIAL STATEMENT and should be
read in conjunction with the foregoing material.

This PRELIMINARY OFFICIAL STATEMENT is in a form deemed final for purposes of paragraph
(b)(1) of Rule 15¢2-12 of the Securities and Exchange Commission.

This OFFICIAL STATEMENT and its distribution and use have been duly authorized by the State.

State of Utah, State Building Ownership Authority

Richard K. Ellis, Secretary
State Building Ownership Authority
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APPENDIX A

BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION
OF THE STATE OF UTAH FOR FISCAL YEAR 2010

The Basic Financial Statements and Required Supplementary Information of the State for Fiscal
Year 2010 are contained herein. This information has been extracted from the State’s Fiscal Year 2010
CAFR and such pages numbers may not be in numerical order. Copies of current and prior financial re-
ports are available on the internet and upon request from the contact person as indicated under “INTRO-
DUCTION—Contact Persons” above.

The Government Finance Officers Association of the United States and Canada (“GFOA”) have
awarded a Certificate of Achievement for Excellence in Financial Reporting to the State for its CAFR for
the 26™ consecutive year, beginning with Fiscal Year 1985 through Fiscal Year 2010.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized comprehensive annual financial report whose contents conform to pro-
gram standards. Such reports must satisfy both generally accepted accounting principles and applicable
legal requirements. A Certificate of Achievement is valid for a period of one year only.

The State’s CAFR for Fiscal Year 2011 must be completed under State law by December 31, 2011.

(The remainder of this page has been intentionally left blank.)
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INDEPENDENT STATE AUDITOR'S REPORT

To the Members of the Legislature
of the State of Utah and

The Honorable Gary R. Herbert
Governor, State of Utah

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the State of Utah as of and for the year ended June 30, 2010, which collectively comprise the
State’s basic financial statements as listed in the table of contents. These financial statements are the responsibility
of the State’s management. Our responsibility is to express opinions on these financial statements based on our
audit. We did not audit the financial statements of Utah Housing Corporation, Utah Public Employees Health
Program, the University of Utah’s hospital and component units, the Utah State University Research Foundation,
certain other college and university foundations, the Dairy Commission, and the Utah State Retirement Systems,
which represent 38 percent of the assets and 40 percent of the revenues of the aggregate discretely presented
component units and 68 percent of the assets and 28 percent of the revenues/additions of the aggregate remaining
fund information. Those financial statements were audited by other auditors whose reports thereon have been
furnished to us; and our opinions, insofar as they relate to the amounts included for those agencies, funds, and
component units, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
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 State’s
internal control over financial 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, as well as evaluating the overall
financial statement presentation. We believe that our audit and the reports of other auditors provide a reasonable
basis for our opinions.

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 business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the State of Utah as of June 30, 2010, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report, dated November 18, 2010, on
our consideration of the State’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The accompanying management’s discussion and analysis on pages 14 through 26 and the required supplementary
information on pages 124 through 132 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the State’s basic financial statements. The introductory section, the supplementary information — combining
statements and individual fund statements and schedules, and the statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The supplementary information —
combining statements and individual fund statements and schedules on pages 136 through 195 has been subjected to
the auditing procedures applied by us and the other auditors in the audit of the basic financial statements and, in our
opinion, based on our audit and the reports of other auditors, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The introductory section on pages 1 through 10 and the statistical
section on pages 200 through 237 have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

Auston G. Johnson, CPA
Utah State Auditor
November 18, 2010
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

INTRODUCTION

The following is a discussion and analysis of the State of Utah’s financial performance and position, providing an overview of the
State’s activities for the fiscal year ended June 30, 2010. Please read it in conjunction with the transmittal letter in the Introductory
Section of this report and with the State’s financial statements that follow this section.

HIGHLIGHTS
Government-wide

e Total assets of the State exceeded liabilities by $17.133 billion (reported as net assets). Of this amount, $1.833 billion
(unrestricted net assets) may be used to meet the government’s ongoing obligations while $15.3 billion is restricted for specific
uses or invested in capital assets.

e The State’s total net assets increased $453.4 million or 2.7 percent over the prior year. Net assets of governmental activities
increased $593.8 million or 4.2 percent. Net assets of business-type activities decreased by $140.4 million or 5.9 percent.

Fund Level

e  The governmental funds reported combined ending fund balances of $3.5 billion, an increase of $174.9 million in comparison
with the prior year. Approximately 30 percent or $1.049 billion of the ending fund balance is considered unrestricted
(committed, assigned, or unassigned) and is available for spending either at the government’s discretion or upon legislative
approval.

e  The General Fund ended the fiscal year with a $14.9 million surplus (unassigned fund balance). The Education Fund ended the
year with a zero dollar surplus by using $42.5 million restricted and budgeted to be used for fiscal year 2011 to cover revenue
shortfalls that occurred in fiscal year 2010.

e The State’s stabilization accounts, the General Fund Budget Reserve Account (“Rainy Day Fund”) and the Education Budget
Reserve Account ended the fiscal year with balances of $105 million and $104.8 million, respectively. The Legislature used
$83.9 million of the General Fund Budget Reserve Account and $125.3 million of the Education Budget Reserve Account to
make up for revenue shortfalls.

e Overall, sales tax revenues in the governmental funds declined by 1.6 percent, compared to a 13.3 percent decline in the prior
year. Combined tax revenues were 4.3 percent lower in the General Fund and 7.5 percent lower in the Education Fund than the
prior year. Tax revenues in both funds declined, although by less than the prior year, as the economy showed signs of stabilizing.

Long-term Debt

e The State’s long-term bonded debt increased a net $180.9 million or 4.5 percent. General obligation bonds for the primary
government increased $846.9 million or 54.2 percent, while revenue bonds for the primary government decreased $666 million
or 27 percent. The new debt issued was used to fund highway and capital facility construction, and to fund student loan
programs.

OVERVIEW OF THE FINANCIAL STATEMENTS

This report includes the State’s Basic Financial Statements, Required Supplementary Information, and Supplementary Information.
The Basic Financial Statements include three components: government-wide financial statements, fund financial statements, and
notes to the financial statements.

Government-wide Statements — Reporting the State as a Whole

The Statement of Net Assets and the Statement of Activities beginning on page 29 together comprise the government-wide financial
statements. These statements provide a broad overview of the State’s finances as a whole with a long-term focus and are prepared
using the full-accrual basis of accounting, similar to private-sector companies. This means all revenues and expenses are recognized
regardless of when cash is received or spent, and all assets and liabilities, including capital assets and long-term debt, are reported at
the entity level.
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

The government-wide statements report the State’s net assets — the difference between total assets and total liabilities —and how they
have changed from the prior year. Over time, increases and decreases in net assets measure whether the State’s overall financial
condition is getting better or worse. In evaluating the State’s overall condition, however, additional non-financial factors should be
considered such as the State’s economic outlook, changes in its demographics, and the condition of its capital assets and
infrastructure. The government-wide statements report three activities:

Governmental Activities — Most of the State’s basic services fall under this activity including education, transportation, public safety,
courts, corrections, health, and human services. Taxes and federal grants are the major funding sources for these programs.

Business-type Activities — The State operates certain activities much like private-sector companies by charging fees to customers to
cover all or most of the costs of providing the goods and services. Student loans, unemployment compensation, water project loan
programs, and liquor sales are examples of business-type activities.

Component Units — A number of entities are legally separate from the State, yet the State remains financially accountable for them.
Colleges and Universities, Utah Housing Corporation, and Utah State Fair Corporation are examples of component units.

Fund Financial Statements — Reporting the State’s Most Significant Funds

The fund financial statements beginning on page 34 provide detailed information about individual major funds, not the State as a
whole. A fund is a group of related accounts that the State uses to keep track of specific resources that are segregated for a specific
purpose. Some funds are required by law to exist, while others are established internally to maintain control over a particular activity.
All of the State’s funds are divided into three types, each of which uses a different accounting approach.

Governmental Funds — Most of the State’s basic services are accounted for in governmental funds and are essentially the same
functions reported as governmental activities in the government-wide statements. Governmental funds use the modified accrual basis
of accounting, which measures the flow of current financial resources that can be converted to cash and the balances left at yearend
that are available for future spending. This short-term view of the State’s financial position helps determine whether the State has
sufficient resources to cover expenditures for its basic services in the near future.

Proprietary Funds — Proprietary funds include enterprise funds and internal service funds and account for state activities that are
operated much like private-sector companies. Like the government-wide statements, proprietary fund statements are presented using
the full-accrual basis of accounting. Activities whose customers are mostly outside of state government (e.g., water project loans to
local governments) are accounted for in enterprise funds and are the same functions reported as business-type activities. Thus, the
enterprise fund financial statements reinforce the information reported for business-type activities in the government-wide
statements, but provide more detail and additional information, such as cash flows. Activities whose customers are mostly other state
agencies (e.g., motor pool) are accounted for in internal service funds. The internal service fund activities are consolidated with the
governmental activities in the government-wide statements because those services predominantly benefit governmental rather than
business-type activities.

Fiduciary Funds — Fiduciary funds account for assets that, because of trust relationships, can be used only for trust beneficiaries. The
State is responsible for ensuring these assets are used for their intended purposes. Fiduciary funds use full-accrual accounting, but
are not included in the government-wide statements because their assets are not available to finance the State’s own programs.

Reconciliation between Government-wide and Fund Statements

The financial statements include schedules on pages 36 and 40 that reconcile and explain the differences between the amounts
reported for governmental activities on the government-wide statements (full-accrual accounting, long-term focus) with amounts
reported on the governmental fund statements (modified accrual accounting, short-term focus). The following are some of the major
differences between the two statements:

e Capital assets and long-term debt are included on the government-wide statements, but are not reported on the governmental
fund statements.

e Capital outlay spending results in capital assets on the government-wide statements, but are expenditures on the governmental
fund statements.

e Bond proceeds result in liabilities on the government-wide statements, but are other financing sources on the governmental fund
statements.

e Certain tax revenues that are earned but not yet available are reported as revenue on the government-wide statements, but are
deferred revenue on the governmental fund statements.
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

Notes to the Financial Statements
The notes beginning on page 60 provide additional schedules and information that are essential to a complete understanding of the
financial statements. The notes apply to both the government-wide financial statements and the fund financial statements.

Required Supplementary Information (RSI)

Following the Basic Financial Statements are budgetary comparison schedules for major funds with legally adopted budgets and
condition assessment data related to infrastructure. In addition, the RSI includes schedules on the funded status and employer
contributions for the State’s defined benefit Other Postemployment Benefit Plans. RSI further supports the information in the basic
financial statements.

Supplementary Information

Supplementary Information includes combining statements for the State’s nonmajor governmental, nonmajor proprietary and
fiduciary funds and for nonmajor discretely presented component units. This section also includes schedules which compare
budgeted expenditures to actual results at the legal level of control, which is generally the line item level of the Appropriations Acts.

Adjustments to Beginning Net Assets

As described in Note 2 of the financial statements on page 68, beginning net assets of governmental activities were increased by
$28.447 million for capital asset adjustments as a result of implementing GASB Statement 51, Accounting and Financial Reporting
for Intangible Assets. To enhance comparability, all amounts presented for governmental activities for fiscal year 2009 in this
discussion and analysis were revised, where applicable, to reflect these changes as if the changes had been made in the prior year.

FINANCIAL ANALYSIS OF THE STATE AS A WHOLE

Net Assets

The State’s total net assets increased $453.4 million or 2.7 percent in fiscal year 2010. In comparison, net assets in the prior year
decreased $42.6 million or .3 percent. This increase in total net assets resulted from the active management of the state’s resources.
The change in net assets is comprised of the following:

e Invested in Capital Assets — Total invested in capital assets net of related debt increased $727 million or 6.4 percent as the
State’s investment in highways and buildings exceeded depreciation and the net additional debt that was incurred to finance
capital-related projects.

e Restricted Net Assets — Total restricted net assets decreased $337.2 million or 9.3 percent over the prior year:

Restricted net assets of governmental activities decreased $340.3 million or 14.5 percent due in part to a $282.5 million
decrease in expendable public education net assets as a result of lower individual income tax revenues caused by the weak
economy. In addition, net assets restricted for transportation also decreased by $195.4 million as the number of
infrastructure projects escalated. These decreases were offset by a $150.7 million increase in nonexpendable public
education net assets as a result of increased net earnings in the Permanent Trust Lands Fund.

Restricted net assets of business-type activities increased slightly by $3.1 million. Restricted net assets within the
Unemployment Compensation Fund decreased $256.7 million or 37.8 percent due to unemployment claims exceeding
related premiums and investment income due to higher unemployment from the weak economy. This decrease was offset by
an increase within (1) the Water Loan Programs of $169.5 million in net assets restricted for debt service due to restrictions
on receivables pledged for outstanding revenue bonds, and (2) the Student Loan Programs and Water Loan Programs of
$90.2 million as additional loan capital in various loan programs provided by federal grants and investment income was
received.

e Unrestricted Net Assets — Total unrestricted net assets in governmental activities increased by $206.5 million or 30 percent
primarily due to an increase in carry-forward balances in the Transportation Investment Fund. Total unrestricted net assets in
business-type activities decreased by $142.8 million or 13.2 percent primarily due to Water Loan Programs receivables pledged
for outstanding revenue bonds, causing unrestricted net assets to decrease and restricted net assets to increase.

(Table on next page)
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

State of Utah
Net Assets as of June 30
(Expressed in Thousands)

Governmental Business-type Total Primary
Activities Activities Government
2010 2009 2010 2009 2010 2009
Current and Other Assets ........... $ 4779971 $ 4,693,031 $ 4,617,471 $ 5,030,178 $ 9,397,442 $ 9,723,209
Capital ASSEtS .....ccovvveririericne, 14,001,697 12,514,562 84,345 72,007 14,086,042 12,586,569
Total ASSets .......ccoceevevvnnee. 18,781,668 17,207,593 4,701,816 5,102,185 23,483,484 22,309,778
Current and Other Liabilities ..... 938,271 941,661 43,470 58,871 981,741 1,000,532
Long-term Liabilities ................ 2,933,391 1,949,751 2,435,743 2,680,326 5,369,134 4,630,077
Total Liabilities ................. 3,871,662 2,891,412 2,479,213 2,739,197 6,350,875 5,630,609
Net Assets:
Invested in Capital Assets,

Net of Related Debt ............ 12,005,321 11,277,630 13,061 13,751 12,018,382 11,291,381
Restricted ........ 2,009,168 2,349,499 1,272,090 1,269,006 3,281,258 3,618,505
Unrestricted 895,517 689,052 937,452 1,080,231 1,832,969 1,769,283

Total Net Assets ................. $ 14,910,006 $ 14,316,181 $ 2,222,603 $ 2,362,988 $ 17,132,609 $ 16,679,169

Percent change in total net
assets from prior year ................. 4.1 % (5.9)% 2.7 %

The largest component of the State’s net assets, 70.1 percent, reflects investments in capital assets (e.g., land, buildings, equipment,
intangible assets, roads, and other infrastructure) less the outstanding debt issued to finance those assets. As capital assets, these
resources are not available for future spending, nor can they be readily liquidated to pay off their related liabilities. Resources needed
to repay capital-related debt must be provided from other sources.

Restricted net assets comprise 19.2 percent of total net assets and are subject to constitutional, legal, or external constraints on how
they can be used. Net assets that are restricted by the Constitution of Utah include individual income and corporate taxes that can be
used only for public and higher education costs and motor fuel taxes that can be used only for transportation expenses.

The remaining balance of unrestricted net assets may be used to meet the State’s ongoing obligations, though certain laws and
internally imposed commitments or assignments of resources further limit the purposes for which many of those net assets may be
used.

The following schedule and charts summarize the State’s total revenues, expenses, and changes in net assets for fiscal year 2010.

(Table on next page)
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

State of Utah
Changes in Net Assets
for the Fiscal Year Ended June 30
(Expressed in Thousands)

Total
Governmental Business-type Total Primary Percentage
Activities Activities Government Change
2010 2009 2010 2009 2010 2009 2009 to 2010
Revenues
General Revenues:
TAXES covereeerie sttt s $ 4,704,713 $ 5,043,745 $ 22,206 $ 22976 $ 4,726919 $ 5,066,721 (6.7)%
Other General REVENUES ..........ccervvveereaenns 51,790 91,225 38,188 — 89,978 91,225 (1.4)%
Program Revenues:
Charges for Services ........ccoovvrrrirrrerneneas 945,922 887,113 583,230 532,171 1,529,152 1,419,284 7.7 %
Operating Grants and Contributions ............. 3,865,150 3,177,737 546,840 214,876 4,411,990 3,392,613 30.0 %
Capital Grants and Contributions .................. 204,237 145,353 — — 204,237 145,353 40.5 %
Total REVENUES .....c.coovevririiiieisreis 9,771,812 9,345,173 1,190,464 770,023 10,962,276 10,115,196 8.4 %
Expenses
General GOVernmMENt .........ccoovvevereeereinrenenns 383,925 390,373 — — 383,925 390,373 1.7)%
Human Services and Youth Corrections 669,169 700,307 — — 669,169 700,307 (4.4)%
Corrections, Adult .. 238,902 254,980 — — 238,902 254,980 (6.3)%
Public Safety ...... . 184,197 189,069 — — 184,197 189,069 (2.6)%
COUMS v 118,577 123,209 — — 118,577 123,209 (3.8)%
Health and Environmental Quality ............... 1,875,775 1,812,067 — — 1,875,775 1,812,067 35%
Higher Education ..........cccccccveveuenene. . 837,479 997,218 — — 837,479 997,218 (16.0)%
Employment and Family Services 672,852 514,915 — — 672,852 514,915 30.7 %
Natural RESOUICES ..........ccevvviiiiiiiniciiin 166,749 174,730 — — 166,749 174,730 (4.6)%
Community and Culture 177,823 139,840 — — 177,823 139,840 272 %
Business, Labor, and Agriculture ................. 96,895 101,995 — — 96,895 101,995 (5.0)0%
Public EUCALION .....ccccoovieiririirceie 3,007,905 3,033,574 — — 3,007,905 3,033,574 (0.8)%
Transportation .................. 744,638 819,833 — — 744,638 819,833 (9.2)%
Interest on Long-term Debt .. 87,393 52,070 — — 87,393 52,070 67.8 %
Student Assistance Programs ... — — 156,754 144,007 156,754 144,007 8.9 %
Unemployment Compensation . — — 872,826 489,925 872,826 489,925 78.2 %
Water Loan Programs ...........cccceoveeeerennnreenns — — 31,971 12,900 31,971 12,900 147.8 %
Community and Economic Loan Programs .. — — 2,166 2,349 2,166 2,349 (7.8)%
Liquor Retail Sales ...........cccoveeeveiicninnne — — 180,401 168,844 180,401 168,844 6.8 %
Other Business-type Activities ..................... — — 30,886 35,635 30,886 35,635 (13.3)%
Total EXPENSES .....cvvvevereieieeeieieieeecieeeens 9,262,279 9,304,180 1,275,004 853,660 10,537,283 10,157,840 3.7 %
Excess (deficit) Before Transfers ..........cccccceene. 509,533 40,993 (84,540) (83,637) 424,993 (42,644)
TrANSTIS oo 55,845 38,953 (55,845) (38,953) — —
Change in Net ASSELS .....c.ccovererenrenieenns 565,378 79,946 (140,385) (122,590) 424,993 (42,644)
Net Assets — Beginning as Adjusted ................. 14,344,628 14,236,235 2,362,988 2,485,578 16,707,616 16,721,813
Net Assets — ENdiNg .....cccovvvvvneiinniinneniiinnnns $ 14,910,006 $ 14,316,181 $ 2,222,603 $ 2,362,988 $ 17,132,609 $ 16,679,169 27 %

(Charts on next page.)
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

Changesin Net Assets

This year the State received 43.1 percent of its revenues from state taxes and 42.1 percent of its revenues from grants and
contributions, mostly fromfederal sources. Inthe prior year, state taxes accounted for 50.1 percent and grants and contributions
were 35 percent of total revenues. Charges for goods and services such as licenses, permits, liquor sales, park fees, and court
fees, combined with other miscellaneous collections, comprised 14.8 percent of total revenuesin fiscal year 2010, compared to
14.9 percent in fiscal year 2009.

Governmental Activities

The State’s total governmental revenues from all sources increased $426.6 million or 4.6 percent. Tax revenues decreased $339
million or 6.7 percent. This decrease in taxes reflects weak economic conditions and is similar to the decrease at the fund level.
However, dueto differencesin measurement focus and timing of collections, the decrease at the government-widelevel should not be
used to predict future decreases at the fund statement or budget level. With the exception of Higher Education and Transportation as
discussed below, other significant changesin governmental activities' revenuesand expenses mirror the changesin the governmental
funds. For further discussion, see the section entitled “Financial Analysis of the State’ s Governmental Funds’ on page 20.

¢ Higher Education — Expenses decreased by $159.7 million, as compared to the prior year, primarily dueto adecreaseinthe
amount spent by the primary government for building proj ects completed and transferred to colleges and universities. When
these buildings are completed, ownership is transferred to the colleges and universities and reported as expenses on the
government-wide statements. However there is no impact on the governmental fund statements.

e Transportation — Expenses for transportation activities decreased $75.2 million, as compared to the prior year, primarily
due to an increase in the amount spent for capital outlay (i.e., land, state roads, and bridges). The amount expended for
capital outlay is not reported as expenses, but as an asset on the government-wide statements.

Thefollowing table showsto what extent the State’ sgovernmental activitiesrelied on state taxesand other general revenuesto cover
all of their costs. For fiscal year 2010, these revenues covered 45.9 percent of expenses. The remaining $5 billion or 54.1 percent of
the total expenses were covered by charges for services and grants.

(Table on next page.)
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2010

State of Utah
Net Cost of Governmental Activities
for the Fiscal Year Ended June 30
(Expressed in Thousands)

Less Net Program Revenues

Program Program Program as a Percentage of

Expenses Revenues (Expenses) / Revenues Program Expenses

2010 2010 2010 2009 2010 2009
General GOVEINMENt ..........covveiiiriiricinnne $ 383925 $ 375938 $ (7,987) $ (31,640) 97.9 % 91.9 %
Human Services and Youth Corrections ........ 669,169 348,855 (320,314) (354,839) 52.1 % 49.3 %
Corrections, Adult ...........cccecevreiiniciiinies 238,902 7,605 (231,297) (249,041) 32% 23%
Public Safety 184,197 120,554 (63,643) (63,435) 65.4 % 66.4 %
COUMS .t 118,577 79,459 (39,118) (72,651) 67.0 % 41.0 %
Health and Environmental Quality ......... 1,875,775 1,577,209 (298,566) (339,592) 84.1 % 81.3 %
Higher Eucation ... 837,479 60,328 (777,151) (963,079) 72 % 3.4 %
Employment and Family Services .. 672,852 603,004 (69,848) (60,592) 89.6 % 88.2 %
Natural RESOUrCES ..........ccoeeevevrrinne 166,749 111,745 (55,004) (64,368) 67.0 % 63.2 %
Community and CUltUre ..........ccceceevrivricrinnne 177,823 94,191 (83,632) (81,930) 53.0 % 41.4 %
Business, Labor, and Agriculture ................... 96,895 85,062 (11,833) (25,010) 87.8 % 75.5 %
Public EAUCALION .......ccoooveviiriiciicececae 3,007,905 806,541 (2,201,364) (2,530,776) 26.8 % 16.6 %
Transportation ........ceovevvernennenesie e 744,638 744,818 180 (204,954) 100.0 % 75.0 %
Interest and Charges on Long-term Debt ........ 87,393 — (87,393) (52,070) 0.0 % 0.0%
Total Governmental Activities .................. $ 9,262,279 $ 5015309 $ (4,246,970) $ (5,093,977) 54.1 % 45.3 %

Business-type Activities

Changes in the State’s business-type activities mirror the changes noted in the State’s proprietary funds. The changes in the State’s
proprietary funds are detailed in the section entitled “Financial Analysis of the State’s Proprietary Funds” on page 23. Revenues from
the State’s business-type activities increased $420.4 million or 54.6 percent from the prior year. The increase was primarily due to
increases in the Unemployment Compensation Fund and the Student Assistance Programs. Total expenses for the State’s business-
type activities increased $421.3 million or 49.4 percent. The increase is primarily due to increases in the Unemployment
Compensation Fund, the Water Loan Programs, and the Student Assistance Programs.

All of the State’s business-type activities operate from program revenues, except for the Water Loan Programs and the Agriculture
Loan Fund that by law receive dedicated sales tax revenues and the Community Impact Loan Fund that receives federal mineral lease
revenues to provide additional capital for loans. Accounting standards require unemployment taxes that are collected from employers
and deposited in the Unemployment Compensation Fund to be reported as charges for services rather than taxes. Therefore, taxes in
the business-type activities are comprised entirely of sales taxes in the water and agriculture loan programs.

FINANCIAL ANALYSIS OF THE STATE’S GOVERNMENTAL FUNDS

Adjustments to Beginning Fund Balances

As described in Note 2 of the financial statements on page 68, beginning fund balances of governmental funds were adjusted as noted
below. To enhance comparability, all amounts presented for fiscal year 2009 in this discussion and analysis were revised, where
applicable, to reflect these changes as if the changes had been made in the prior year.

e Net reclassification of $3.9 million from the General Fund to Nonmajor Governmental Funds

e Reclassification of $338 million from the Transportation Fund (major special revenue fund) to Transportation Investment
Fund (major special revenue fund)

¢ Reclassification of $197.2 million from the Uniform School Fund, previously reported as a major special revenue fund, now
reported within the Education Fund (major special revenue fund)

Fund Balances

At June 30, 2010, the State’s governmental funds reported combined ending fund balances of $3.5 billion. Of this amount, $1.081
billion or 31 percent is nonspendable, either due to its form or legal constraints, and $1.369 billion or 39.1 percent is restricted for
specific programs by external constraints, constitutional provisions, or contractual obligations. Unspent bond proceeds, revenue
restricted for public education, revenue that derives from the operation of motor vehicles on public highways, and mineral lease
revenues are included in restricted fund balance. An additional $718.6 million or 20.5 percent of total fund balance has been
committed to specific purposes. Committed amounts cannot be used for any other purpose unless approved by the Legislature. An
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additional $315.8 million or 9 percent of total fund balance has been assigned to specific purposes, as expressed by legislative intent.
The remaining $14.9 million or .4 percent of fund balance is unassigned and available for appropriation.

State of Utah
Governmental Fund Balances as of June 30, 2010

(Expressed in Thousands)

Transpor- Transportation Trust

General Education tation Investment Lands Nonmajor

Fund Fund Fund Fund Fund Funds Total
Nonspendable ............cccocvvvrnnnne $ 3272 $ — 3 11,646 $ — $ 1066568 $ — 3 1,081,486
Restricted ... 35,171 523,104 178,759 437,503 — 194,410 1,368,947
Committed ... 371,354 — 37,354 149,047 — 160,853 718,608
ASSIGNEd ..o 222,963 — 918 — — 91,888 315,769
Unassigned .......ccocvveeveereeenieennns 14,884 — — — — — 14,884
Total oo $ 647644 $ 523104 $ 228677 $ 586550 $ 1,066568 $ 447,151 $ 3,499,694

Percent change from prior year .... 3.0% (26.8)% (32.2)% 78.1 % 16.5 % 12.1 % 53 %

General Fund

During fiscal year 2010, the General Fund’s total fund balance increased $18.9 million or 3 percent. During the fiscal year, due to
revised estimated revenue shortfalls, the Legislature reduced spending through mid-year budget cuts and used agency carry forward
monies to balance the budget. The General Fund ended the year with a $14.9 million unassigned fund balance, or surplus, compared
to a zero dollar surplus in the prior year.

For fiscal year 2010, the General Fund nonspendable fund balance decreased $4.4 million or 57.5 percent due to a decrease in the
long-term portion of revolving loans with Internal Service Funds. The restricted fund balance increased slightly by $2.8 million or
8.8 percent due to increases in revenues set aside for specific purposes. The committed fund balance decreased $96.6 million or 20.6
percent as $83.9 million from the General Fund Budget Reserve Account (Rainy Day Fund) and other committed balances were used
to cover revenue shortfalls. The General Fund Budget Reserve Account ended fiscal year 2010 with a balance of $105 million. The
General Fund assigned fund balance increased $98.2 million due primarily to an increase of $70.2 million in the amount set aside for
the next year’s budget. Increased tax accruals assigned by law account for most of the remaining change in the assigned fund balance.

Total General Fund revenues increased $246.5 million or 5.2 percent from the prior year. Total tax collections decreased $76.2
million or 4.3 percent. The major decrease in tax revenues was sales tax, which decreased only $71.2 million or 4.8 percent
(compared to a 13 percent decrease in the prior year), due to the slowly stabilizing economy. Federal contracts and grants increased
by $369.9 million or 16.3 percent, in part due to $280.8 million funding provided by the American Recovery and Reinvestment Act
(ARRA). ARRA is a one-time federal economic stimulus package provided to the states to aid in recovering from the recession. This
increase was the largest single factor in increasing non-tax revenues for the fiscal year. Licenses, permits, and fees increased by $11.5
million or 50.1 percent due to an increase in court fees imposed by the Legislature. Federal mineral lease revenue decreased by $43.3
million or 25.1 percent due to declining energy prices and lower production. Investment income decreased $23.3 million or 77.6
percent due to lower interest rates.

Overall, total General Fund expenditures increased by $139.3 million or 2.7 percent as the impact of the recession continued to
increase the public’s demand for some government services, and ARRA and other federal revenues were available to help pay for the
increased demand. However, expenditures in other areas decreased because of budget cuts by the Legislature. Significant changes in
expenditures occurred in the following areas:

o Employment and Family Services — Total expenditures in this category increased $153.8 million primarily due to a $134.7
million increase in federal funding for Food Stamp program costs as a result of an increase in caseloads and benefits.
Expenditures also increased $20.4 million due primarily to increases in caseloads in the Child Care programs, the
Temporary Assistance to Needy Families (TANF) program, and the Workforce Investment Act program.

e Health and Environmental Quality — Total expenditures in this category were up $61.5 million, primarily due to a $77.9
million increase in expenditures for Medicaid mandatory services caused by caseload growth and inflationary rate
increases. This increase was offset by a $17.3 million decrease in Medicaid spending that reflected a return to normal
spending levels as compared to the prior year, for a disproportionate share of hospital payments.

e  Community and Culture — Total expenditures in this category increased $35.8 million due to a $20.3 million increase in
Housing and Community Development programs primarily due to increased funding provided by ARRA. Expenditures also
increased $11.3 million due to an increase in issuing state grants to local governments within the Community Development
Capital Budget program as a result of more available funding and more requests for grants as compared to the prior year.
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e Inaddition, overall expenditures decreased in the following areas due to net budget reductions: Human Services and Youth
Corrections, $31.2 million; Higher Education, $38.9 million; Adult Corrections, $20.7 million; Public Safety, $15.6
million; Natural Resources, $14.2 million; Business, Labor, and Agriculture, $5.4 million.

Budgetary Highlights — General Fund

The Legislature adopted the initial fiscal year 2010 budget during the 2009 General Session (January to March 2009). The
original revenue estimates in the General Fund budget at the start of fiscal year 2010, excluding department-specific revenue
sources such as federal grants and departmental collections, and including miscellaneous transfers, were 4.9 percent lower than
the final fiscal year 2009 budget. Budgeted expenditures were 13.5 percent lower than the final fiscal year 2009 budget. In this
recessionary environment, the Legislature balanced the budget using spending reductions, one-time resources, modest revenue
increases in courts fees and certain commerce and agriculture regulatory fees, and federal funding provided by ARRA.

The fiscal year 2010 budget was again addressed during the 2010 General Session of the Legislature (January to March 2010). At
that time, the general revenue estimates, primarily sales and use tax and severance taxes, had decreased $47.2 million from the
original estimates adopted in the 2009 General Session. In order to balance the General Fund budget, the Legislature made additional
budget reductions and utilized one-time resources, including the Rainy Day Fund. Slight adjustments were made to the final revenue
budget in May 2010 due to revised revenue estimates. In the end, taxes and other general revenues ended the year $397 thousand less
than the final budgeted amounts.

Final budgets of department-specific revenue sources increased over original budgets; and actual department-specific revenues
increased over final budgets mostly due to an increase in departmental collections. Final budgets for many of the departmental-
specific revenue sources and related expenditures such as federal grants, departmental collections, and miscellaneous revenues, are
generally revised based on actual collections. The difference between final budgeted expenditures and actual expenditures is
primarily due to nonlapsing and unspent restricted funds that will be carried forward to the next year. However, $21.1 million of
unspent budgeted dollars were lapsed back to the General Fund by agencies, a significant increase from the prior year amount of $4.8
million. The increase in the amount lapsed back was impacted by a mid-year Governor’s Executive Order to state agencies requiring
spending constraints due to the forecast of further decreases in tax revenues.

Education Fund

Restricted fund balance in the Education Fund decreased $191.7 million or 26.8 percent from the prior year as expenditures and
transfers out exceeded revenues. The Legislature used $125.3 million of the Education Budget Reserve Account, $102 million
earmarked for growth in student population, and the surplus from the prior year of $21.5 million, to offset revenue shortfalls in the
Education Fund. These decreases in restricted fund balance were offset by a $36.1 million increase in the amount set aside for the
fiscal 2011 budget and $12.1 million increase in tax accruals restricted by law for education.

The Education Fund ended the year with a zero dollar surplus by using $42.5 million restricted and budgeted to be used for fiscal
year 2011 to cover revenue shortfalls that occurred in fiscal year 2010. The Education Budget Reserve Account ended the fiscal year
with a balance of $104.8 million.

Overall, total revenue in the Education Fund decreased by $157.9 million or 4.8 percent. Individual income tax decreased $216.2
million or 9.2 percent, a lagging effect, despite a slowly stabilizing economy. This decrease was offset by an increase in corporate
taxes of $17.8 million or 7.1 percent, primarily due to timing differences on the receipt of taxes at yearend. Federal contracts and
grants also increased $39.4 million or 6.6 percent as a result of federal funding provided by ARRA. Expenditures decreased in the
Education Fund by $32.4 million or 1.1 percent as a result of slight budget reductions.

Transportation Fund

Total fund balance in the Transportation Fund decreased $108.5 million or 32.2 percent from the prior year. Net transfers in
(appropriations) from general resources were significantly reduced by over $74.1 million, which required the Transportation Fund to
use existing fund balance resources to meet spending for infrastructure projects. Restricted fund balance decreased by $91.9 million
or 34 percent as unspent bond proceeds and revenues from the prior year were used in addition to current year revenues on highway
projects. In addition, general revenues appropriated to the Transportation Fund in the prior year were spent, decreasing assigned fund
balance by $19.1 million or 95.4 percent.

Revenues increased by $84 million or 8.2 percent due to a $99.6 million increase in federal funding primarily provided by ARRA,
offset by a $14.4 million decrease in revenue received from cooperative agreements for construction projects. Expenditures increased
by $22.7 million or 1.9 percent as a result of increased spending on federal participating highway projects. Over the past several
years, there has been a major effort directed toward funding the State’s transportation needs and critical highway projects.
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Authorized federal funding for highway construction remains relatively stable from year to year. However, the spending of state and
federal revenue reflects the timing of highway construction projects, which is impacted by a variety of circumstances such as
environmental studies or existing weather conditions. In addition, the Department of Transportation has discretion on allocating
federal funds among projects, which impacts the amount of federal revenue reported in the Transportation Fund and Transportation
Investment Fund.

Transportation Investment Fund

Fund balance in the Transportation Investment Fund increased by $257.2 million or 78.1 percent from the prior year. Restricted fund
balance increased $99.5 million or 29.4 percent primarily due to funding provided through general obligation bond proceeds.
Committed fund balance increased $149.1 million or 100 percent due to sales tax revenue unspent at yearend.

Revenues increased $85.6 million or 35.6 percent, due in part to a $45.8 million increase in motor vehicle registration fees, and also
due to a $37.9 million increase in committed sales and use tax collections for highway projects. Other financing sources increased by
$467.4 million for general obligation bonds issued in fiscal year 2010, $380 million of which was used for capital project
expenditures in the current year. Expenditures increased by $299 million or 63.3 percent from the prior year as a result of increased
spending on highway construction projects.

Trust Lands Fund

The fund balance of the permanent Trust Lands Fund increased by $150.7 million or 16.5 percent, primarily due to an increase in
investment values because of general market conditions. The permanent fund also generated $23 million of cash investment earnings
that is earmarked for distribution to local school districts. The principal in the fund is held in perpetuity (nonspendable), with
earnings restricted primarily to support public education.

FINANCIAL ANALYSIS OF THE STATE’S PROPRIETARY FUNDS

Student Assistance Programs

The net assets of the Student Assistance Programs increased by $48.5 million or 16.3 percent. The increase resulted primarily froma
$37.7 million net gain from the refunding of student loan revenue bonds and a $15.4 million increase in an administrative cost
reimbursement for the sale of student loans to the U.S. Department of Education. Of total net assets of $346.3 million, $266.6 million
is restricted for use within the programs by bond covenants or federal law.

Unemployment Compensation Fund

Although the economy began to slowly stabilize in fiscal year 2010, the State’s average unemployment rate increased compared to
the rate in the prior year. Federal grant revenue in the fund increased $324.6 million, as benefits were extended for the unemployed.
ARRA provided $259.6 million of the increase. In addition, unemployment tax revenue paid into the fund increased by $25.8 million
as a result of higher unemployment. Expenditures in the fund increased $382.9 million or 78.2 percent due to the increase in benefit
payments. For the second consecutive year, benefit payments exceeded employer taxes and other revenues resulting in the decrease
of net assets of $256.7 million or 37.8 percent. The entire balance of net assets of $422.6 million is restricted for paying
unemployment benefits by state and federal law.

Water Loan Programs

The net assets of the Water Loan Programs increased $39.9 million or 5.6 percent from the prior year. Additional capital for loans
was provided from $21.7 million in dedicated sales tax revenues, $32.6 million in federal grants, and $13.1 million in interest on
loans, offset by program grant expenses of $20 million and other operating expenses of $11.2 million. In addition to the increase in
net assets noted above, the Water Loan Programs issued $67.6 million in recapitalization revenue bonds, net of bond premium. This
increase in capital allowed the Water Loan Programs to issue more loans during the year resulting in an increase in loans receivable
of $60.8 million. Of total net assets of $746.5 million, $346.7 million is restricted for use within the Water Loan Programs by federal
grant requirements and $169.5 million is restricted as pledged receivables for outstanding revenue bonds.

Community Impact Loan Fund

The Community Impact Loan Fund was reported as a non-major enterprise fund in the prior year, but is now considered a major fund
for fiscal year 2010. Net assets of $524.1 million increased $20.3 million or 4 percent from the prior year, primarily due to transfers
into the fund of $13 million from federal mineral lease revenues to provide capital for loans and a $5.3 million increase in interest on
notes and mortgages. There is no restriction on fund net assets.
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CAPITAL ASSET AND LONG-TERM DEBT ADMINISTRATION

Adjustment to Beginning Net Assets and Reclassification of Major Class of Assets

As described in Note 2 of the financial statements on page 68, beginning net assets of governmental activities were increased by
$28.4 million for capital asset adjustments as a result of implementing GASB Statement 51, Accounting and Financial Reporting for
Intangible Assets. In addition, the beginning balance related to software, previously reported with machinery and equipment was
reclassified and is now reported as a separate major class of capital assets. To enhance comparability, all amounts presented for fiscal
year 2009 in this discussion and analysis were revised, where applicable, to reflect these changes as if the changes had been made in
the prior year.

Capital Assets

The State’s capital assets increased a net $1.471 billion during the year. The change consisted of net increases in infrastructure (i.e.,
state roads and bridges) of $659.5 million; land and related assets of $269.7 million; buildings and improvements of $137.4 million;
and in construction in progress of $343.8 million. Machinery and equipment increased a net $1.6 million during the year and
software increased $58.9 million during the year. Several buildings financed by the State are actually owned by the colleges and
universities, which are discrete component units of the State. Therefore, while the capital assets are on the component unit’s financial
statements, any outstanding debt issued by the State to finance construction of those assets is reported as a liability of the State’s
governmental activities. This in turn reduces unrestricted net assets. As of June 30, 2010, the State had $69.6 million of outstanding
debt related to capital assets of component units.

At June 30, 2010, the State had $208.3 million in commitments for building projects in its capital projects funds and $1.563 billion
($97.3 million in the Transportation Investment Fund and $1.466 billion in the Transportation Fund) in commitments for highway
construction and improvement projects. Funding for the commitments will come from existing resources in these funds and from
future bond proceeds and appropriations.

The State has adopted an allowable alternative to reporting depreciation for state roads and bridges (infrastructure assets) maintained
by the Utah Department of Transportation (UDOT). Under this alternative method, referred to as the “modified approach,” UDOT
must maintain an asset management system and demonstrate that the infrastructure is being preserved at or above established
condition levels. Infrastructure assets accounted for under the modified approach are not depreciated, and maintenance and
preservation costs are expensed.

The State’s established condition level for state roads is to maintain 50 percent with a rating of “fair” or better and no more than 15
percent with a “very poor” rating. The most recent condition assessment completed in 2009 (calendar year basis), indicated that 60
percent of the roads were in “fair” or better condition. Only 13.1 percent of the roads assessed were in “very poor” condition. These
results reflect a slight change in conditions compared to calendar year 2008, when 61 percent of the roads were assessed as “fair” or
better, and 13.9 percent assessed were in “very poor” condition.

The State’s established condition level for bridges is to maintain 50 percent with a rating of “good” and no more than 15 percent of
bridges with a “poor” rating. The most recent condition assessment, completed in April 2010, indicated that 72.4 percent and 1
percent of bridges were in “good” and “poor” condition, respectively. These results reflect a slight improvement in conditions from
calendar year 2008 when 69 percent of the bridges were assessed as “good” or better, and 1 percent assessed were in “poor”
condition.

During fiscal year 2010, the State spent $411.1 million to maintain and preserve roads and bridges. This amount is 43 percent above
the estimated amount of $287.4 million needed to maintain these assets at established condition levels.

More information about capital assets is included in Note 8 on page 90, and more detailed information on the State’s modified
approach for reporting infrastructure is presented in the Required Supplementary Information on pages 131 and 132.

Long-term Debt

The Constitution of Utah authorizes issuing general obligation debt only as approved by the Legislature. The Constitution also limits
the total general obligation indebtedness of the State to an amount equal to 1.5 percent of the value of the total taxable property of
the State. The State Appropriation and Tax Limitation Act (i.e., statutory debt limit) further limits the outstanding general obligation
debt of the State to not exceed 45 percent of the maximum allowable state budget appropriation limit. As of June 30, 2010, the State
was $1.962 billion below the debt limit established in the Constitution and $646.4 million below the statutory debt limit.

Revenue bonds of the State Building Ownership Authority are not backed by the general taxing authority of the State, but are payable
from rent revenue provided through appropriations of the Legislature or other operating revenues. Revenue bonds of the Student
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Assistance Programs and Water Loan Programs are not backed by the general taxing authority of the State, but are payable solely
from specific fees or loan repayments as pledged in the bond indentures.

State of Utah
Net Outstanding Bonded Debt as of June 30
(Expressed in Millions)

Total
Governmental Business-type Total Primary Percentage
Activities Activities Government Change

2010 2009 2010 2009 2010 2009 2009 to 2010

General Obligation Bonds .................... $ 24099 $ 15630 $ — 3 — $ 24099 $ 1563.0 54.2 %
Revenue Bonds:

State Building Ownership Auth. ...... 238.6 149.3 98.5 74.9 337.1 224.2 50.4 %

Student Assistance Programs ........... — — 1,388.9 2,235.4 1,388.9 2,235.4 (37.9)%

Water Loan Progams ..........c.ccecveveee. — — 67.6 — 67.6 — 100.0 %

Total Bonds Payable .............cccceu.... $ 26485 $ 17123 $ 15550 $ 23103 $ 42035 $ 4,022.6 45 %

Total General obligation bonds payable net of premiums, discounts, and deferred amounts on refunding increased $846.9 million offset
by a $666 million reduction in revenue bonds payable for an overall net increase of $180.9 million during the fiscal year. The State
issued $982.2 million of general obligation bonds during the fiscal year as the State sought to take advantage of lower interest rates to
fund both highway and capital facility projects. Of the general obligation bonds issued, $855.4 million was for highway construction
and $126.8 million was for capital facility construction. In addition, the State issued a total of $350.6 million of revenue bonds. Of the
revenue bonds issued, $126.8 million was to provide for capital facility construction, $65.8 million was for water facility construction in
the Water Loan Programs, and $158 million was to provide capital for purchasing student loans in the Student Assistance Programs.
Student loan program debt decreased $846.5 million due in part to a $542.7 million refunding and an early $50 million sinking fund
payment on bonds just issued. The balance of the decrease was attributable to scheduled principal payments.

The State’s active management of its resources has helped the State maintain its triple-A rating on general obligation bonds from all three
national rating agencies, and double-A rating on lease revenue bonds from two national rating agencies from which ratings were sought.
These ratings are the best available and save millions of dollars in interest each year because the State is able to obtain very favorable
interest rates on new debt. Note 10 beginning on page 94 contains more information about the State’s outstanding debt.

ECONOMIC OUTLOOK AND NEXT YEAR’S BUDGET

Original general revenue estimates of the General Fund and Education Fund for fiscal year 2011 are higher than actual fiscal year
2010 revenues, by 2.3 percent and 5.3 percent, respectively. Although revenue estimates were slightly higher, the Legislature took
additional action to ensure a 2011 balanced budget by further reducing agency budgets, using money from the State’s Rainy Day
Fund, increasing the tobacco tax, and using one-time resources from various state accounts.

Preliminary data for fiscal year 2011 show tax revenues to be in line with the original 2011 expected budget estimates. The overall
unemployment rate is expected to increase in 2010 to 7.6 percent, up from the average 2009 rate of 6.6 percent. Taxable retail sales
are expected to decline .8 percent in 2010 and increase 3.8 percent in 2011. Personal income is expected to increase 2.5 percent in
2010, and grow 4.2 percent in 2011. Because these indicators are measured on a calendar year basis, the impact on the State budget
will not be fully realized until well into fiscal year 2011. The Governor and Legislature are expected to review the fiscal year 2011
budget again during the upcoming 2011 General Session and take action as necessary to balance the budget.

CONTACTING THE STATE’S DIVISION OF FINANCE

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a general overview of the
State’s finances and to demonstrate the State’s accountability for the money it receives. If you have questions about this report or
need additional financial information, please contact the Department of Administrative Services: Division of Finance, Financial
Reporting Section at (801) 538-3082 or visit our Web site at: www.finance.utah.gov.
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The preceding discussion and analysis focuses on the State’s primary government operations. With the exception of a few nonmajor
component units, the State’s component units each issue separate audited financial statements that include their respective
management’s discussion and analysis. Component unit statements may be obtained from their respective administrative offices or
from the Office of the Utah State Auditor, Utah State Capitol Complex, East Office Building, Suite E310, Salt Lake City, UT 84114.

(Remainder of page is blank.)
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State of Utah
Statement of Net Assets

June 30, 2010 (Expressed in Thousands)

Primary Government

Governmental  Business-type Component
Activities Activities Total Units
ASSETS
Cash and Cash EQUIVAIENLS .........c.ccccevvvevereeeeceeeecveie e $ 885,810 $ 797,305 $ 1,683,115 $ 745,621
INVESTMENES ..ot 1,351,954 41,627 1,393,581 2,144,142
Taxes Receivable, net 686,101 1,823 687,924 —
Accounts and Interest Receivable, net ..........ccoevevvevveiiennn, 727,746 143,293 871,039 484,312
Amounts Due From:
Component UNItS ......ooveeiieicenieeieisesee e 23,872 — 23,872 4
Primary Government — — — 7,895
Prepaid Items ..........ccccco.e.e. 2,641 7,060 9,701 16,060
INVENTOTIES .veveeeececeeeteete ettt sttt 16,683 31,391 48,074 58,897
Internal BalanCes ...........cccoovvviiiiiciiccee e (10,982) 10,982 — —
Restricted Investments 988,557 359,438 1,347,995 664,244
Deferred Charges ......ccocvveiieieieneiceise e 9,099 14,456 23,555 125,488
Notes/Loans/Mortgages/Pledges Receivable, net ................ 26,870 3,048,111 3,074,981 1,466,059
Pledged Loans Receivables — 161,985 161,985 —
OhEr ASSELS ..ottt are 71,620 — 71,620 80,211
Capital Assets:
Land and Related Non-depreciable ASSets ..........c.ccceueeeee 1,354,318 21,573 1,375,891 138,178
INFrASEIUCTUIE ....vveieie et 10,063,774 — 10,063,774 —
CONSEruCtion iN Progress .......ccoceeereeereeenenesesieesie e 1,133,392 5,678 1,139,070 386,840
Buildings, Equipment, and Other Depreciable Assets ...... 2,383,381 83,734 2,467,115 5,082,356
Less Accumulated Depreciation ...........cccooevvereninenncnns (933,168) (26,640) (959,808) (2,330,930)
Total Capital ASSELS ....cevvrveeiricererse s 14,001,697 84,345 14,086,042 3,276,444
TOLAl ASSEES ..ottt ettt erens 18,781,668 4,701,816 23,483,484 9,069,377
LIABILITIES
Accounts Payable and Accrued Liabilities ............ccccccevenene 839,810 36,823 876,633 398,873
Amounts Due to:
Component UNILS ......cevirieeienreeese s 7,894 1 7,895 —
Primary GOVEIrNMENT .........ccceivieiriinieesieeeeie e — — — 23,872
Securities Lending — — — 12,787
Unearned Revenue 90,567 6,489 97,056 130,547
DEPOSILS ..o — 157 157 87,272
Long-term Liabilities (NOte 10) .....cocoevvvrvverinieereenee
Due Within ONE YEAr ......ccccvvevveveeiieiriiiecteseeeceerenre e 327,806 86,982 414,788 333,980
Due in More Than ONne YEar ........cccevveeeeveecveeceeeieenenns 2,605,585 2,348,761 4,954,346 2,349,984
Total Liabilities .......cc.covveviiiiice e 3,871,662 2,479,213 6,350,875 3,337,315
NET ASSETS
Invested in Capital Assets, Net of Related Debt .................. 12,005,321 13,061 12,018,382 2,665,351
Restricted for:
TranSPOrtation .........ccoceveireireiee e 155,949 — 155,949 —
Public Education — Expendable ....... 704,673 — 704,673 —
Public Education — Nonexpendable ... 1,066,568 — 1,066,568 —
Higher Education — Expendable ............cccccovveviviiiciniieas — — — 829,003
Higher Education — Nonexpendable ...........c.ccoccovrennennne — — — 527,755
DEDE SEIVICE ..ocvviviiiecie ettt 9,884 169,522 179,406 173,732
Unemployment Compensation and Insurance Programs .. 4,234 422,610 426,844 146,069
L0AN PrOgrams .......ccoveviererieriesiesesesiesieseseesie e sie e — 679,958 679,958 —
Other Purposes — Expendable ............ccccoiiiiiiiiiinene 67,860 — 67,860 8,582
unrestricted .......oovevveveeveeveviiicecieens 895,517 937,452 1,832,969 1,381,570
TOtal NEE ASSEES ...viiveiviivecircieeere e ve e $ 14,910,006 $ 2,222,603 $ 17,132,609 $ 5,732,062

The Notes to the Financial Statements are an integral part of this statement.
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State of Utah
Statement of Activities

For the Fiscal Year Ended June 30, 2010

(Expressed in Thousands)

Program Revenues

Operating Capital
Charges for Grants and Grants and
Activities Expenses Services Contributions  Contributions
Primary Government:
Governmental:
General GOVEIMMENT .....oveveeeeeeeeeeereeee e eeeeeet e eeeee e $ 383,925 $ 169,808 $ 206,130 $ —
Human Services and Youth Corrections ............cceveueenne 669,169 12,851 336,004 —
Corrections, Adult 238,902 6,520 1,085 —
PUDBIIC SAfELY ... 184,197 53,504 67,050 —
(00T 5 £ 118,577 77,953 1,506 —
Health and Environmental Quality ..........ccccccooeiiinnnne 1,875,775 88,504 1,488,705 —
Higher Education ...........ccccoceoivrnnene . 837,479 419 59,909 —
Employment and Family Services 672,852 (2,715) 605,719 —
Natural ReSOUICES .......ccceeevvrivereeieene 166,749 70,780 40,965 —
Community and Culture ................. 177,823 5,030 89,161 —
Business, Labor, and Agriculture 96,895 74,400 10,662 —
PUblic EAUCALION .....ccvevecerceeceeceeeceeeee e 3,007,905 73,962 732,579 —
TranspPOrtation .........c.ccccoeeeeneiinense e 744,638 314,906 225,675 204,237
Interest and Other Charges on Long-term Debt 87,393 — — —
Total Governmental ACtIVIties ......ococvvvveieevcieiee e, 9,262,279 945,922 3,865,150 204,237
Business-type:
Student Assistance Programs ..........cccoceeeeeeecrennereeenns 156,754 109,804 56,987 —
Unemployment Compensation ... 872,826 170,224 446,173 —
Water Loan Programs ..........ccceeevveeeienenennn. 31,971 13,875 33,717 —
Community and Economic Loan Programs .................... 2,166 9,033 9,598 —
Liquor Retail Sales ..o 180,401 238,767 316 —
Other Business-type Activities 30,886 41,527 49 —
Total Business-type ACtIVIties ........cccveovrernieicicneeae 1,275,004 583,230 546,840 0
Total Primary GOVEIMMENt ..........ccccceveveviverieeeeieeeceere s $10,537,283 $ 1,529,152 $ 4,411,990 $ 204,237
Component Units:
Utah Housing Corporation ...............ccceeeveeeenecnerennnn. $ 109,503 $ 95,937 $ 14,059 $ —
Public Employees Health Program ... 573,675 585,790 23,005 —
University of Utah .........cccovveinennee 2,604,200 2,033,878 464,571 49,896
Utah State University ........c.ccccevveeivrnrnnnen 475,647 145,882 207,157 26,584
Nonmajor Colleges and Universities .........c.ccccocerrerenene 937,641 386,460 277,296 47,792
Nonmajor Component UNIts ..........ccceoereirenneneciennn 74,872 37,810 3,134 6,436
Total Component UNItS .........ccccevevevereiiicrereiieeeeieeeeenns $ 4,775,538 $ 3,285,757 $ 989,222 $ 130,708
General Revenues:
Taxes:
SAlES AN USE TAX ..veiieeiiereeie ettt sttt ettt saeeete e ereereeeesneeenee s
Individual Income Tax Imposed for Education ............c.........
Corporate Tax Imposed for Education ............ccccoceveeenerennennn

Motor and Special Fuel Taxes Imposed for Transportation
OFNEE TAXES ..ottt
TOLAl TAXES vttt sttt
INVESEMENT INCOME ...
State Funding for Colleges and Universities
State Funding for Other Component UNItS ...........cccoieieienenenencieneeeeene
Gain on Sale of Capital ASSELS .......cceereirereere s
Miscellaneous ..........cccovreiccnceneneene
Permanent Endowments Contributions ...

Transfers—Internal ACHVILIES .......coovevieciiie e

Total General Revenues and Transfers .........ccoeveveveneniesesesnenens
Change iN Nt ASSELS .....coviueieiiieiere e

Net ASSEtS—BEGINNING ..c.vcviieeiiiiceiee et
Adjustment to Beginning Net ASSELS ........cccevvrieriiieriiiieieie e
Net Assets—Beginning as Adjusted ..........ccccveriiinieieienisinee e
NEt ASSEIS—ENTING ..cvviviieviiiicieict e

The Notes to the Financial Statements are an integral part of this statement.
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Net (Expense) Revenue and
Changes in Net Assets

Primary Government

Governmental  Business-type Component
Activities Activities Total Units

$ (7,987) $ — $ (7,987) $ —

(320,314) — (320,314) —

(231,297) — (231,297) —

(63,643) — (63,643) —

(39,118) — (39,118) —

(298,566) — (298,566) —

(777,151) — (777,151) —

(69,848) — (69,848) —

(55,004) — (55,004) —

(83,632) — (83,632) —

(11,833) — (11,833) —

(2,201,364) — (2,201,364) —

180 — 180 —

(87,393) — (87,393) —

(4,246,970) 0 (4,246,970) 0

— 10,037 10,037 —

— (256,429) (256,429) —

— 15,621 15,621 —

— 16,465 16,465 —

— 58,682 58,682 —

— 10,690 10,690 —

0 (144,934) (144,934) 0

(4,246,970) (144,934) (4,391,904) 0

— — — 493

— — — 35,120

— — — (55,855)

— — — (96,024)

— — — (226,093)

— — — (27,492)

0 0 0 (369,851)

1,735,023 22,206 1,757,229 —

2,027,884 — 2,027,884 —

272,535 — 272,535 —

340,568 — 340,568 —

328,703 — 328,703 —

4,704,713 22,206 4,726,919 0

5,575 — 5,575 81,613

— — — 688,831

— — — 36,151

10,927 — 10,927 —

35,288 38,188 73,476 —

— — — 20,641

55,845 (55,845) — —

4,812,348 4,549 4,816,897 827,236

565,378 (140,385) 424,993 457,385

14,316,181 2,362,988 16,679,169 5,274,677

28,447 — 28,447 —

14,344,628 2,362,988 16,707,616 5,274,677

$ 2,222,603 $ 17,132,609 $ 5,732,062

$14,910,006
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STATE OF UTA H CoOMPREHENSIVE ANNUAL FINANCIAL REPORT

(GOVERNMENTAL FUND
FINANCIAL STATEMENTS

General Fund

This fund is the principal operating fund of the State. It accounts for all
financial resources of the general government except those not accounted for
and reported in another fund.

Education Fund

This fund accounts for all corporate and income taxes that support public
and higher education in the State. This fund is also used to account for
specific revenues and expenditures that support public elementary and
secondary schools and the State Office of Education.

Transportation Fund

This fund is maintained to account for revenues and expenditures associated
with highway construction and maintenance. Principal funding is provided
from dedicated highway user taxes, fees, and federal funds.

Transportation Investment Fund

This fund was created by the Legislature to account for revenues and
expenditures associated with the maintenance, construction, and
reconstruction of specific state and federal highways. Projects designated

as Centennial Highway or prioritized as critical highway needs are
accounted for within this fund. Funding is provided from federal funds,
highway general obligation bonds, registration fees, sales and use taxes, and
appropriations.

Trust Lands

This permanent fund accounts for land grants and the sale of lands received
from the federal Enabling Act. The principal in the fund is perpetual with the
earnings used primarily to support public education.

Nonmajor Funds
Nonmajor governmental funds are presented by fund type beginning on
page 136.



State of Utah

Balance Sheet
Governmental Funds

June 30, 2010 (Expressed in Thousands)

Special Revenue

Transportation
General Education Transportation Investment
ASSETS
Cash and Cash EQUIVAIENTS .........ccccccevevirierivereeieeieeeenas $ 403,640 $ 61,636 $ 184,285 $ —
INVESTMENTS ..ot 55,867 232,113 84,339 567,018
Receivables:
ACCOUNES, NBL ...t 503,715 129,300 71,349 —
ACCIUE INTEIESE ... 31 — — —
AcCrued Taxes, NEL .....ccvvieeicei et 176,699 429,415 58,016 21,971
Notes/Mortgages, net 946 8,856 445 —
Due From Other FUNS ..........ccovevviieiiiciecee e 28,397 1,899 1,787 —
Due From Component UNitsS ........ccccooeererinenneneicneenns 13 37 — —
INVENLOTIES ..o 411 — 11,646 —
Interfund Loans Receivable .... 29,726 — — —
Other ASSEtS ......ccovvvvieierinienns 26 — 22 —
TOAl ASSELS .ttt $ 1,199,471 $ 863,256 $ 411,889 $ 588,989
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable and Accrued Liabilities ..................... $ 419,347 $ 143,958 $ 156,420 $ —
Due To Other FUNAS ........cocooevveiiiiiiiie e, 19,092 410 6,888 —
Due To Component UNItS ........ccccovrveeirnceienneecieas 42 86 — —
Deferred REVENUE .........ocvviiviiiiiiicee e 113,346 195,698 19,904 2,439
Total Liabilities ....coveeveieiiiiciceceee e 551,827 340,152 183,212 2,439
Fund Balances:
Nonspendable:
Long-term Portion of Interfund Loans Receivable ...... 2,861 — — —
INVENEOTIES ... 411 — 11,646 —
Permanent Fund Principal ...........cccocoviiiinncinniine, — — — —
RESITICIEA ...vvivivicieiricre et 35,171 523,104 178,759 437,503
Committed 371,354 — 37,354 149,047
ASSIGNE ... 222,963 — 918 —
UNASSIGNEA ....evieiieiciieceec e 14,884 — — —
Total Fund Balances .........cccocveeveevvveceecicceeceeeiecn 647,644 523,104 228,677 586,550
Total Liabilities and Fund Balances ...........ccccccoevevevevernnnne. $ 1,199,471 $ 863,256 $ 411,889 $ 588,989

The Notes to the Financial Statements are an integral part of this statement.
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Permanent

Nonmajor Total
Trust Governmental Governmental
Lands Funds Funds

$ 552 $ 170,260 $ 820,373
988,557 412,617 2,340,511
10,539 8,465 723,368
1,065 66 1,162
— — 686,101
15,323 — 25,570
7,919 2,902 42,904
— 23,787 23,837
— — 12,057
— — 29,726
71,572 — 71,620
$ 1,095,527 $ 618,097 $ 4,777,229
$ — $ 92,429 $ 812,154
166 50,473 77,029
10 7,756 7,894
28,783 20,288 380,458
28,959 170,946 1,277,535
— — 2,861
— — 12,057
1,066,568 — 1,066,568
— 194,410 1,368,947
— 160,853 718,608
— 91,888 315,769
— — 14,884
1,066,568 447,151 3,499,694
$ 1,095,527 $ 618,097 $ 4,777,229
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State of Utah

Reconciliation of the Balance Sheet — Governmental Funds
To the Statement of Net Assets

June 30, 2010 (Expressed in Thousands)

Total Fund Balances for Governmental Funds ...........cccooviiiiiiiiiiiiiiiiiieeeees $ 3,499,694

Total net assets reported for governmental activities in the Statement of Net Assets
is different because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds: (See Note 8)

Land and Related Non-depreciable ASSEtS ..........ccovereirennieicieeee e $ 1,354,301

Infrastructure, Non-depreciable ...........ccccooveiiieiiienicieccccee e 10,063,774

CONSLIUCLION-TN-PrOQIESS ....cveoveieiiieeieieesiee et 1,133,135

Buildings, Equipment, and Other Depreciable Assets 2,195,101

Accumulated depreciation ...........ccocoeieieireiesereese e (818,524) 13,927,787
Some of the State’s earned revenues will be collected after yearend, but are not
available soon enough to pay for the current period’s expenditures, and therefore
are deferred INthe FUNOS. ....oooeein i e e 290,171
Internal service funds are used by management to charge the costs of certain
activities, such as insurance, technology services, and fleet operations to individual
funds. The assets and liabilities of the internal service funds are included
in governmental activities in the Statement of Net ASSetS. ......cccccovveeniiiiiniciiiinenn 75,545
Bond issue costs are reported as current expenditures in the funds. However, issue
costs are deferred and amortized over the life of the bonds and are included in the
governmental activities in the Statement of Net ASSets. .......cocvevviiiiiiiiiiiiiinannes 8,615
Long-term liabilities and related accrued interest are not due and payable in the
current period and therefore are not reported in the funds: (See Note 10)

General Obligation and Revenue Bonds Payable ............cccccovoviiiicinnnenne. (2,535,186)

Unamortized PremilmS ........covceiveiiiiiieiieiscee e (119,664)

Amount Deferred on RefUNAING ........ccoiiiiiiiiiii e 7,044

Accrued Interest Payable (1,533)

Pollution Remediation Obligation ...........c.cccooiiieneieniineneeeee e (7,690)

Settlement AGreBMENTS ........ovieiiiiriieirree s (39,422)

Compensated Absences .......... ST USSR (162,120)

Capital LEASES ......ceeeriieiiriceeee e e (27,542)

Net Other Post Employment Benefit Obligation ............c.ccocevvienienciiiiennn (5,693) (2,891,806)
Total Net Assets of Governmental ACHIVITIES .......c.ovveiiiiiiiiiiie e $ 14,910,006

The Notes to the Financial Statements are an integral part of this statement.
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State of Utah

Statement Of Revenues, Expenditures, And Changes In Fund Balances

Governmental Funds

For the Fiscal Year Ended June 30, 2010

REVENUES
Taxes:

Sales aNd USE TaAX ....oceeiveeereeireeireeie e e srreeree e svee e
Individual Income Tax
COPOTALE TAX .evuvevererieeieeieeeenresresre st st see e
Motor and Special Fuels Tax
Other TaXes ....cceevvevreeeiieereeireenen,
Total Taxes

Other Revenues:
Federal Contracts and Grants ............ccccevveveeeievveireesreeenn,
Charges for Services/Royalties ............. s
Licenses, Permits, and Fees ...........
Federal Mineral LEase .........ccceeveevveeeeeiieceeireecreecre e
Federal Aeronautics ................ e
Intergovernmental ........ e
INVeStMEeNt INCOME .........ccoviiiiiiie e
Miscellaneous and Other ............
TOtal REVENUES .....oocvvecveicteecteectee ettt

EXPENDITURES

Current:
General GOVEINMENT .......coveiieieereesee e
Human Services and Youth Corrections
Corrections, AdUlt ..........cceveiiiiieiceee e
PUDIC SAfety ...c.cvviieeieceee s
COUNS .
Health and Environmental Quality
Higher Education — State Administration ..............cc.......
Higher Education — Colleges and Universities ...............
Employment and Family Services ..........cccovvvrinrninene.
Natural RESOUICES ......cveiveierieirierieesie e
Community and Culture
Business, Labor, and Agriculture
Public EQUCALION .......coveiiiiiiieese e
Transportation

Capital OULIAY ......ccceeirrcie s

Debt Service:
Principal Retirement ..........ccoccvvvvenieninenineenese s
Interest and Other Charges ..........ccocevvvveveiineresisieesenns

Total EXPenditures .........cooveivievieienieieseneieseseeens

Excess Revenues Over (Under) Expenditures ...........cccco....

OTHER FINANCING SOURCES (USES)
General Obligation Bonds Issued
Revenue Bonds Issued
Premium on Bonds Issued
Capital Leases ACQUISITION ........ccoeiereeieienenciereeesee
Sale of Capital Assets
TranSTEIS TN woovecee e
TranSTers QUL .......oovveiveiieiecee ettt

Total Other Financing Sources (USeS) ......c.cccceeeruenae
Net Change in Fund Balances ............ccoccoeieneneniennn

Fund Balances — Beginning ........cccccuvevveienieiisenneiesieinsennanens

Adjustment to Beginning Fund Balances .............ccccce.c....
Fund Balances — Beginning As Adjusted ...........ccccoveeenne
Fund Balances — ENAING .......ocvvrrieiinnieieneec e

(Expressed in Thousands)

Special Revenue

The Notes to the Financial Statements are an integral part of this statement.
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Transportation
General Education Transportation Investment
$ 1,416,447 $ — $ 62,999 $ 250,158
— 2,124,173 — —
— 266,961 — —
— — 341,196 —
275,952 36,186 9,454 —
1,692,399 2,427,320 413,649 250,158
2,642,157 636,641 421,819 —
297,494 2,719 80,704 —
34,540 4,982 71,633 68,792
129,377 — — —
— — 39,752 —
6,704 25,579 838 6,906
206,666 26,591 82,609 —
5,009,337 3,123,832 1,111,004 325,856
288,464 — — —
665,601 — — —
232,235 — — —
194,314 — — —
136,373 — — —
1,867,646 — — —
52,084 — — —
716,043 — — —
673,060 — — —
158,939 — — —
170,898 — — —
86,984 — — —
— 3,002,231 — —
— — 1,244,341 771,720
5,242,641 3,002,231 1,244,341 771,720
(233,304) 121,601 (133,337) (445,864)
— — 37,339 818,051
— — 2,161 47,349
11,122 — — —
— 32 8,016 —
397,162 8,664 115,904 77,117
(156,098) (322,038) (138,550) (239,479)
252,186 (313,342) 24,870 703,038
18,882 (191,741) (108,467) 257,174
632,691 714,845 675,172 (8,652)
(3,929) — (338,028) 338,028
628,762 714,845 337,144 329,376
$ 647,644 $ 523,104 $ 228,677 $ 586,550



Permanent

Nonmajor Total
Trust Governmental Governmental
Lands Funds Funds

$ — $ 3,808 $ 1,733,412
— — 2,124,173

— — 266,961

— — 341,196

— 7,161 328,753

0 10,969 4,794,495

— 13,154 3,713,771
61,214 21,305 463,436
— — 179,947

— — 129,377

— — 39,752

— 28,659 28,659
71,494 7,020 118,541
— 40,138 356,004

132,708 121,245 9,823,982
— 25,517 313,981

— 1,591 667,192

— 3,176 235,411

— 5,417 199,731

_ — 136,373

— 5,618 1,873,264

_ — 52,084

— 18,397 734,440

— 269 673,329

— 2,701 161,640

— 7,360 178,258

— 9,595 96,579

— 87 3,002,318

— 366 2,016,427

— 235,499 235,499

— 189,041 189,041

— 113,876 113,876

0 618,510 10,879,443
132,708 (497,265) (1,055,461)

— 126,780 982,170

— 101,595 101,595

— 16,343 65,853

— — 11,122

5,918 — 13,966

12,111 318,086 929,044
— (17,202) (873,367)

18,029 545,602 1,230,383

150,737 48,337 174,922

915,831 394,885 3,324,772
— 3,929 —

915,831 398,814 3,324,772

$ 1,066,568 $ 447,151 $ 3,499,694
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State of Utah

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances —
Governmental Funds To the Statement of Activities

For the Fiscal Year Ended June 30, 2010 (Expressed in Thousands)
Net Change in Fund Balances — Total Governmental Funds ..................coooenenis $ 174,922

The change in net assets reported for governmental activities in the Statement of Net
Assets is different because:

Governmental funds report capital outlays as expenditures. However, in the
Statement of Activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. The primary government also constructs
buildings for component units. When the buildings are completed they are

“transferred” to component units and are reported as expenses in the Statement of
Activities. This is the amount by which capital outlays $1,637,954 exceeded

depreciation $(72,365) and buildings “transferred” to component units $(57,325) in
the current period. (See Note 8) 1,508,264

In the Statement of Activities, only the gain/loss on the sale of assets is reported,

whereas in the governmental funds, the proceeds from the sales increase financial

resources. Thus, the change in net assets differs from the change in fund balance by

TNE ASSEES SOI. ..t e e e e e (49,620)

Net effect of revenues reported on the accrual basis in the Statement of Activities
that do not provide current financial resources and thus are not reported as revenues
in the funds until available. ....... ..o (89,539)

Internal service funds are used by management to charge the costs of certain

activities, such as insurance, technology services, and fleet operations, to individual

funds. The net revenue (expense) of the internal service funds is reported with

governmental activities. 2,481

Bond proceeds and capital leases provide current financial resources to
governmental funds by issuing debt which increases long-term liabilities in the
Statement of Net Assets. Repayments of bond and capital lease principal are
expenditures in the governmental funds, but reduce liabilities in the Statement of
Net Assets: (See Note 10)

BONAS ISSUBT ...ttt et et et et et ee et ee e e enereeeareseenenneeenereaneareres $(1,083,765)
Premiums on Bonds Issued (65,853)
Capital Lease Additions .......... (11,122)
Payment of Bond Principal 189,041
Capital Lease PayMENTS ..ot 2,790 (968,909)
Expenditures are recognized in the governmental funds when paid or due for: items
not normally paid with available financial resources; interest on long-term debt
unless certain conditions are met; and bond issue costs. However, the Statement of
Activities is presented on the accrual basis and expenses and liabilities are reported
when incurred, regardless of when financial resources are available or expenditures
are paid or due. This adjustment combines the net changes of the following
balances:
Pollution Remediation Obligation COStS ...........ccvevireneinicicec e 3)
Settlement AGreements COSES ......cc.cireireiririeere e (39,422)
Compensated ADSENCES EXPENSES ....c.ocvrveririeiiririeisesieesieese e sresesresieneas 568
Accrued Interest on Bonds Payable ...... e (628)
Amortization of Bond Premiums .........ccccevvveeeivvenen. 27,114
Amortization of Amount Deferred on Refunding ...... e (3,064)
Deferred Bond ISSUE COSES .....ccuveiviiiieie ettt ettt sas e 4,989
Other Post Employment Benefit COSES .........coceviiiiiieieie e (1,775) (12,221)
Change in Net Assets of Governmental ACtiVities ...........c.cooveviiiiiiiiiiiiiininenss $ 565,378

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF UTA H CoOMPREHENSIVE ANNUAL FINANCIAL REPORT

PROPRIETARY FUND FINANCIAL
STATEMENTS

Student Assistance Programs

These programs are comprised of two programs administered by the State
Board of Regents: the Utah Higher Education Assistance Authority Student
Loan Guarantee Program and the Student Loan Purchase Program. The
purpose of these programs is to guarantee the repayment of student loans made
by participating lenders to eligible student borrowers and to make loans to, and
purchase the loans of, qualified students attending eligible institutions of higher
education. Funds are acquired from the sale of bonds, lines-of-credit, variable
rate demand notes, and financing agreements with the Student Loan Marketing
Association.

Unemployment Compensation Fund
This fund pays claims for unemployment to eligible recipients and is funded
through employer contributions and reimbursements, and federal grants.

Woater Loan Programs

These programs provide loans to local governments, water districts, and other
entities for the purpose of upgrading water storage facilities and other related
structures. Capital for this fund has been provided from the General Fund and
from general obligation bonds that have been repaid from general tax revenues.
Additional funds have been generated by issuing water loan recapitalization
revenue bonds that are secured by pledged principal and interest payments of
specific revolving water resources loan funds.

Community Impact Loan Fund

This fund provides loans to local governments to alleviate the social, economic,
and public financial impacts resulting from the development of the State’s
natural resources. Working capital for this fund is provided from federal mineral
lease funds transferred from the General Fund.

Nonmajor Funds
Nonmajor enterprise funds are presented beginning on page 160.

Governmental Activities - Internal Service Funds

These funds are maintained to account for the operation of state agencies

that provide goods or services to other state agencies and other governmental
units on a cost-reimbursement basis. These funds are presented in more detail
beginning on page 170.



State of Utah

Statement Of Net Assets
Proprietary Funds

June 30, 2010 (Expressed in Thousands)
Business-type Activities — Enterprise Funds
Student Unemployment Water Community
Assistance Compensation Loan Impact Loan
Programs Fund Programs Fund
ASSETS
Current Assets:
Cash and Cash Equivalents ... $ 92371 $ 375,682 $ 120,576 $ 176,404
INVESIMENTS ...t 40,674 — — —
Receivables:
ACCOUNTS, NET ... s 9,409 56,720 546 —
ACCIUE INETESE ......vvviiiccrer e 31,068 — 9,145 3,308
Accrued Taxes, net ................ — — 1,823 —
Notes/Loans/Mortgages, net .. 163,317 — 34,893 15,340
Due From Other Funds ............. — — 7,152 —
Due From Component UNitS .........ccoeeeeeeinrennnnsceeeeenns — — — —
Prepaid Items .......c.cccoeeveennne 2,559 — — —
INVENTOIES ...t — — — —
Deferred Charges ........ccoooierreinieeseeeee s 1,685 — — —
Total CUITENT ASSELS ....vveiiicieisesiee et 341,083 432,402 174,135 195,052
Noncurrent Assets:
Restricted INVESIMENLS ........ccocivevriniciccesias 359,438 — — —
Accounts ReCeivabIes ... — 10,221 — —
Investments ................ — — — —
Prepaid Items ........c.cccoeueee 4,498 — — —
Accrued Interest Receivable ................... — — 3,894 70
Notes/Loans/Mortgages Receivables, net ............ccccoceeeveuenee. 1,898,499 — 475,409 328,935
Pledged Loans Receivables .................... — — 161,985 —
Deferred Charges ........cccoorerreiieeeece e 12,771 — — —
Capital Assets:
Land ........... — — — —
INFTASEIUCTUNE ... — — — —
Buildings and Improvements . 12,679 — — —
Machinery and EQUIPMENT ........cccvrviriinirreeeeee s 1,408 — — —
Intangible Assets—Software ... — — — —
CONStruction iN Progress ........ccceoeerervrireneneseeeereenesenesesennes — — — —
Less Accumulated Depreciation (3,394) — — —
Total Capital ASSELS ....ccoeerireirieiieee e 10,693 0 0 0
Total NONCUrrent ASSELS ......ccvvevevreeiieiie e 2,285,899 10,221 641,288 329,005
TOLAL ASSELS ...t 2,626,982 442,623 815,423 524,057
LIABILITIES
Current Liabilities:
Accounts Payable and Accrued Liabilities ........cccccccoveennne. 21,676 1,611 554 —
(DL 010 | . — 62 — —
Due To Other Funds .......... . — 4,227 705 —
Due To Component UNIts ........cccoeovrerrrrreenneneneesseeeens — — — —
Interfund Loans Payable .... — — — —
Unearned REVENUE ........cccoviirceriiniecirieesecese i 1,618 — — —
Policy Claims and Uninsured Liabilitie 1,695 14,113 — —
Contracts/Notes Payable ............cccceovieiinnrneeeeeensas 66,305 — — —
Revenue Bonds Payable ..o 510 — — —
Arbitrage Liability ...... 1,050 — — —
Total Current Liabilities ..........cccoovriiicniniicii 92,854 20,013 1,259 0
Noncurrent Liabilities:
Accrued Liabilities .. . 701 — — —
Unearned REVENUE ........ccooviiceriiniiecireseceeesiene s 1,138 — — —
Interfund Loans Payable .............cccen... — — — —
Policy Claims and Uninsured Liabilities 3,297 — — —
Contracts/Notes Payable ..., 745,049 — — —
Revenue Bonds Payable ..o 1,388,446 — 67,624 —
Avrbitrage Liability .........cccccooenne. 49,164 — — —
Total Noncurrent Liabilities ..........cccovvveiiiinnnninen, 2,187,795 0 67,624 0
Total Liahilities .....ccccrvriiicieinrceeessee s 2,280,649 20,013 68,883 0
NET ASSETS
Invested in Capital Assets, Net of Related Debt .................... 2,125 — — —
Restricted for:
Unemployment Compensation and Insurance Programs ..... 422,610 —

L0AN PrOGrams .......ccociiiriiriiniesiesieseeee st 266,641 — 346,660 —

DEDE SEIVICE ...viviiiieieieieieeeereres e — — 169,522 —
Unrestricted (Deficit) .. 77,567 — 230,358 524,057
TOtAl NET ASSELS ..ottt $ 346,333 $ 422,610 $ 746,540 $ 524,057

The Notes to the Financial Statements are an integral part of this statement.
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Business-type Activities — Governmental
Enterprise Funds Activities —
Nonmajor Internal
Enterprise Service
Funds Total Funds
$ 32272 797,305 $ 65437
— 40,674 —
16,678 83,353 3,124
1,512 45,033 —
— 1,823 —
10,833 224,383 —
36,042 43,194 22,785
— 0 35
3 2,562 2,367
31,391 31,391 4,626
— 1,685 18
128,731 1,271,403 98,392
— 359,438 —
— 10,221 —
953 953 —
— 4,498 274
722 4,686 —
120,885 2,823,728 1,300
— 161,985 —
— 12,771 466
21,573 21,573 17
304 304 303
56,651 69,330 6,081
12,463 13,871 177,278
229 229 4,618
5,678 5,678 257
(23,246) (26,640) (114,644)
73,652 84,345 73,910
196,212 3,462,625 75,950
324,943 4,734,028 174,342
12,178 36,019 22,584
95 157 —
27,383 32,315 3,090
1 1 —
— 0 26,865
3,733 5,351 115
— 15,808 17,038
— 66,305 18
3,309 3,819 73
— 1,050 —
46,699 160,825 69,783
— 701 —
— 1,138 165
— 0 2,861
— 3,297 24,859
— 745,049 466
95,181 1,551,251 663
— 49,164 —
95,181 2,350,600 29,014
141,880 2,511,425 98,797
10,936 13,061 73,269
— 422,610 4,234
66,657 679,958 —
— 169,522 —
105,470 937,452 (1,958)
$ 183,063 2,222,603 $ 75545
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State of Utah

Statement Of Revenues, Expenses, And Changes In Fund Net Assets
Proprietary Funds

For the Fiscal Year Ended June 30, 2010 (Expressed in Thousands)
Business-type Activities — Enterprise Funds
Student Unemployment Water Community
Assistance Compensation Loan Impact Loan
Programs Fund Programs Fund
OPERATING REVENUES
Sales and Charges for Services/Premiums ...........ccc.cccvvee. $ 10,090 $ 170,224 $ 431 $ —
Fees and ASSESSMENTS .......ccccveeeeeeiirieiirieeans 19,449 — 259 —
Interest on NOteS/MOrtgages .....coovveveerieeseresrerieesesieeenns 80,241 — 13,111 5,275
Federal Reinsurance and Allowances/Reimbursements ..... 53,027 424,591 — —
MISCEIIANEOUS .....c.vvvieeiiiie e 24 — 74 474
Total Operating REVENUES ........cccevvierieerieriierieesienens 162,831 594,815 13,875 5,749
OPERATING EXPENSES
AdMINISTIAtION ..ocvviviieceec s 4,454 — — —
Purchases, Materials, and Services for Resale ................... — — — —
GIANES ..ottt — — 19,967 —
Rentals and Leases .... — — — —
Maintenance .............. — — — —
1] (=] =) A 29,030 — — —
Depreciation/Amortization 541 — — —
Student Loan Servicing and Related Expenses .................. 59,856 — — —
Payment to Lenders for Guaranteed Claims 54,690 — — —
Benefit Claims and Unemployment Compensation ........... — 872,826 — —
Supplies and Other Miscellaneous ............cccccvveviiiieennne 8,183 — 11,246 65
Total Operating EXPENSES ......cccovvveveeenieereninieeneneenns 156,754 872,826 31,213 65
Operating INCOmMe (LOSS) .....covvveverirnieeirisreecneieeene 6,077 (278,011) (17,338) 5,684
NONOPERATING REVENUES (EXPENSES)
INVESTMENE INCOME ... 3,960 21,582 1,076 1,617
Federal Grants ..o — — 32,641
Gain (Loss) on Sale of Capital ASSEtS ........ccccocereereierienae — — — —
TaAX REVENUES ...ttt — — 21,681 —
Interest Expense and Other Charges ..... — — (758) —
Refunds Paid to Federal Government ... — — — —
Other Revenues (EXPENSES) ....ccveveerereeerieenienesesieesieneane 38,510 — — —
Total Nonoperating Revenues (EXpenses) ..........cc....... 42,470 21,582 54,640 1,617
Income (Loss) before Transfers ..........cccovvvincienne 48,547 (256,429) 37,302 7,301
Capital ContribUtioNS ..........coeirieiiiceee e — — — —
Transfers In c...oocveeeeveevcee e, — — 6,500 13,033
Transfers Out — (224) (3,886) —
Change in Net Assets 48,547 (256,653) 39,916 20,334
Net Assets — BEGINNING ....cooeiieriieiiireree e 297,786 679,263 706,624 503,723
Net ASSEts — ENING .....vovveiieiiiieeeieeseese e $ 346,333 $ 422,610 $ 746,540 $ 524,057

The Notes to the Financial Statements are an integral part of this statement.
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Business-type Activities —

Governmental

Enterprise Funds Activities —
Nonmajor Internal
Enterprise Service

Funds Total Funds
$ 275,868 $ 456,613 $ 277,003
4,177 23,885 —
2,866 101,493 —
— 477,618 —

667 1,239 75
283,578 1,060,848 277,078
33,152 37,606 101,405
159,324 159,324 75,634
1,241 21,208 —
1,877 1,877 1,830
2,848 2,848 21,270
— 29,030 —
1,860 2,401 17,679

— 59,856 —

— 54,690 —

— 872,826 11,321

8,587 28,081 44,964
208,889 1,269,747 274,103
74,689 (208,899) 2,975

325 28,560 484

8,021 40,662 —

(322) (322) (1,342)

525 22,206 —
(4,499) (5,257) (54)

— 0 (168)

— 38,510 428

4,050 124,359 (652)
78,739 (84,540) 2,323

— 0 (10)

4,676 24,209 177
(75,944) (80,054) ©)]

7,471 (140,385) 2,481
175,592 2,362,988 73,064

$ 183,063 $ 2,222,603 $ 75,545




State of Utah

Statement Of Cash Flows
Proprietary Funds

For the Fiscal Year Ended June 30, 2010

(Expressed in Thousands)

Business-type Activities — Enterprise Funds

Student Unemployment Water Community
Assistance Compensation Loan Impact Loan
Programs Fund Programs Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers/Loan Interest/Fees/Premiums ... $ 66,882 $ 161,252 $ 10,778 $ 5,683
Receipts from Loan Maturities ............ccccooevverniencincenn 231,056 — 37,579 22,259
Receipts Federal Reinsurance & Allowances/Reimburse .. 23,966 424,591 — —
Receipts from State CUSIOMENS ........cccoeveireerinerccreenene 11,241 — — —
Student Loan Disbursements Received from Lenders ....... 561,462 — — —
Student Loan Disbursements Sent to Schools/Lenders ...... (560,678) — — —
Payments to Suppliers/Claims/Grants ............ccccocoeervrinnn (31,454) (873,724) (1,743) —
Disbursements for Loans Receivable ............ccocooiiienne 187,200 — (98,423) (62,414)
Payments on Loan Guarantees ............ccoeevvereneneienreneneenn (53,770) — — —
Payments for Employee Services and Benefits .................. (11,039) — — —
Payments to State Suppliers and Grants ...........c.cocoveenenn. — — (30,260) (65)
Payments of Sales, School Lunch, and Premium Taxes .... — — — —
Net Cash Provided (Used) by
Operating ACHIVItIES .......ccocereiriineeee e 424,866 (287,881) (82,069) (34,537)
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Borrowings Under Interfund Loans ..........c.coccovvvicieninnnes — — — —
Repayments Under Interfund Loans ................ — — — —
Receipts from Bonds, Notes, and Deposits ...........cc.ceveee. 1,493,346 5 67,624 —
Payments of Bonds, Notes, Deposits, and Refunds ........... (1,790,714) (6) — —
Interest Paid on Bonds, Notes, and Financing Costs ......... (40,506) — — —
Federal Grants and Other REVENUES ..........cccvvevviviiieeennee. — — 24,882 —
Restricted Sales Tax — — 19,858 —
Transfers In from Other Funds ...........cocovveieivciiiiiie i, — — 6,500 13,033
Transfers Out to Other FUNAS .........ccocovviiieiiieireeeee — (224) (3,886) —
Net Cash Provided (Used) by
Noncapital Financing Activities ..........c.cccovvenne. (337,874) (225) 114,978 13,033
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Borrowings Under Interfund Loans ..........c.coccevrvvneeninnnns — — — —
Repayments Under Interfund Loans ................... — — — —
Proceeds from Bond and Note Debt Issuance — — — —
Proceeds from Disposition of Capital Assets — — — —
Principal Paid on Debt and Contract Maturities ................ — — — —
Acquisition and Construction of Capital Assets ................ (153) — — —
Interest Paid on Bonds, Notes, and Capital Leases .... — — — —
Transfers In from Other FUNdS ..........ccocooeiiiiiiiceiee, — — — —
Transfers Out to Other FUNds .........ccoeovrevnciennceeneen — — — —
Net Cash Provided (Used) by
Capital and Related Financing Activities .............. (153) 0 0 0
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the Sale and Maturity of Investments ........ 3,962,926 — — —
Receipts of Interest and Dividends from Investments ........ 3,966 21,582 1,459 1,617
Payments to Purchase INVeStments ...........c.ccooeeveiencnennne (4,072,083) — — —
Net Cash Provided (Used) by
INvesting ACLIVILIES .......ccceivreririrccreeeee e (105,191) 21,582 1,459 1,617
Net Cash Provided (Used) — All Activities ............ (18,352) (266,524) 34,368 (19,887)
Cash and Cash Equivalents — Beginning ..........c.cccceceeeeenenne. 110,723 642,206 86,208 196,291
Cash and Cash Equivalents — ENding ..........ccceceveeeverrienennn, $ 92,371 $ 375,682 $ 120,576 $ 176,404

The Notes to the Financial Statements are an integral part of this statement.
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Business-type Activities — Governmental
Enterprise Funds Activities —
Nonmajor Internal
Enterprise Service
Funds Total Funds
$ 311,084 $ 555,679 $ 43,069
7,201 298,095 —
— 448,557 —
9,838 21,079 237,635
— 561,462 —
— (560,678) —
(174,364) (1,081,285) (121,530)
(23,780) 2,583 —
— (53,770) —
(32,786) (43,825) (100,749)
(1,010) (31,335) (32,913)
(42,610) (42,610) —
53,573 73,952 25,512
18,379 18,379 —
(19,597) (19,597) (4,037)
— 1,560,975 —
— (1,790,720) (380)
— (40,506) (18)
8,583 33,465 624
525 20,383 —
2,296 21,829 34
(73,651) (77,761) (9)
(63,465) (273,553) (3,786)
— 0 262
— 0 (1,433)
26,374 26,374 —
— 0 2,485
(3,040) (3,040) (69)
(22,587) (22,740) (21,564)
(3,973) (3,973) (23)
2,380 2,380 143
(2,292) (2,292) —
(3,138) (3,291) (20,199)
(8) 3,962,918 —
296 28,920 484
— (4,072,083) —
288 (80,245) 484
(12,742) (283,137) 2,011
45,014 1,080,442 63,426
$ 32,272 $ 797,305 $ 65437
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State of Utah

Statement Of Cash Flows
Proprietary Funds
Continued

For the Fiscal Year Ended June 30, 2010 (Expressed in Thousands)

Business-type Activities — Enterprise Funds

Student Unemployment Water Community
Assistance Compensation Loan Impact Loan
Programs Fund Programs Fund
RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES
Operating INCOME (LOSS) .....cevvrverereriirereiiesiereressrsveseeas $ 6,077 $ (278,011) $ (17,338) $ 5,684
Adjustments to Reconcile Operating Income (L0ss)
to Net Cash Provided (Used) by Operating Activities:
Depreciation/Amortization EXPense ..........c.ccccoceeerenae 541 — — —
Interest Expense for Noncapital
and Capital FinanCing ........c.coceeervrnreieenneeiennneenns 37,408 — — —
Miscellaneous Gains, Losses, and Other Items ............ 4,590 — — —
Net Changes in Assets and Liabilities:
Accounts Receivable/Due From Other Funds ............. 60 (2,273) (424) —
Notes/Accrued Interest Receivables ............ccccccveeee. 380,798 — (63,514) (40,221)
INVENEONIES ...vveniicii e — — — —
Prepaid Items/Deferred Charges ............... (6) — — —
Accrued Liabilities/Due to Other Funds (6,311) (9,882) (793) —
Unearned Revenue/DepOoSIts ........ccccvvvveviereeerieieienas — — — —
Notes Payable ... — — — —
Policy Claims Liabilities ........cc.ccccooevviiiieinieriiiieeins 1,709 2,285 — —
Net Cash Provided (Used) by
Operating ACtiVIties .........ccooveeevieiceresceee e $ 424,866 $ (287,881) $ (82,069) $ (34,537)

SCHEDULE OF NONCASH INVESTING,

CAPITAL, AND FINANCING ACTIVITIES
Increase (Decrease) in Fair Value of Investments .............. $ —_ $ — $ 280 $ 474
Contributed Capital Assets Transferred In (Out) ............... — — — —

Total Noncash Investing, Capital, and
Financing ACHIVILIES ........cccccvvvevevereriicreeeeeee e $ 0 $ 0 $ 280 $ 474

The Notes to the Financial Statements are an integral part of this statement.
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Business-type Activities — Governmental
Enterprise Funds Activities —
Nonmajor Internal
Enterprise Service
Funds Total Funds

$ 74,689 $ (208,899) $ 2,975
1,860 2,401 17,679

— 37,408 —

(608) 3,982 6

(5,433) (8,070) 4,874
(15,750) 261,313 (1,300)
(1,085) (1,085) 40
— (6) (600)

(224) (17,210) 3,584

124 124 19
— 0 (12)
— 3,994 (1,753)

$ 53,573 $ 73,952 $ 25512
$ 72 $ 826 $ 142
— 0 (10)

$ 72 $ 826 $ 132
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STATE OF UTA H CoOMPREHENSIVE ANNUAL FINANCIAL REPORT

FipuciArRy FUND FINANCIAL
STATEMENTS

Pension and Other Employee Benefit Trust Funds

These funds are used to account for defined benefit pension plans and defined
contribution plans administered by the Utah Retirement Systems and to
account for the State Post-Retirement Benefits Trust Fund, a defined benefit
Other Postemployment Benefit Plan (OPEB Plan) administered by the State.

Investment Trust Fund
This fund is used to account for the investments related to external participants
in the Utah State Public Treasurer’s Investment Fund.

Private Purpose Trust Funds

These funds are used to report resources of all other trust arrangements under
which principal and income benefit individuals, private organizations, or other
governments.

Agency Funds

Agency funds account for assets held by the State as an agent for other
governmental units, other organizations, or individuals.

Individual funds are presented by fund type beginning on page 180.



State of Utah

Statement Of Fiduciary Net Assets
Fiduciary Funds

June 30, 2010 (Expressed in Thousands)
Pension and Private
Other Employee Investment Purpose
Benefit Trust Trust Trust Agency
Funds Fund Funds Funds
ASSETS
Cash and Cash EQUIVaIENtS ..........ccccoveveererieecciccecsa $ 794,329 $ 1,411,154 $ 16,825 $ 174,173
Receivables:
ACCOUNTS ... 10,345 — 6,660 9,605
CONHBULIONS ..o 34,641 — — —
INVEStMENtS ..o 353,695 — — —
Accrued Assessments — — 4,539 —
Court Settlement ............... — — 26,000 —
Due From Other Funds — — 3,448 195
Investments:
DEDt SECUMLIES ..ovvvveeieieeeiec e 5,902,057 4,912,889 1,112,139 23,407
Equity INVESIMENTS ..o 8,676,150 — 2,273,579 —
Absolute Return 2,411,419 — — —
Private Equity ............ 1,410,809 — — —
Real Estate ............. 2,799,042 — — —
Mortgage Loans 6,844 — — —
Invested Securities Lending Collateral 1,555,917 — — —
Total INVESIMENTS .....cvvveeeieiceeeee e 22,762,238 4,912,889 3,385,718 23,407
Capital Assets:
LAN .ot 1,780 — 271 —
Buildings and Improvements 11,448 — 10,715 —
Machinery and EQUIPMENT ........ccccooieriinennieneeeeins 4,533 — 1,021 —
Less Accumulated Depreciation ...........ccccoveenrieennenn, (17,439) — (2,986) —
Total Capital ASSELS .....ccevveeereiiiieese e 322 0 9,021 0
TOtal ASSELS ..vvvvvevereicieiei e 23,955,570 6,324,043 3,452,211 $ 207,380
LIABILITIES
ACCOUNtS PaYable .........ooveviiiiiiiee e 562,036 — 3,601 $ —
Securities Lending Liability .......cc.ccoooeveiiieneieiicereen 1,555,917 — — —
Due To Other FUNAS ........ceeriririeiinicicisse e — — 92 —
Due To Individuals, Organizations, and
Other Governments — — — 207,380
Unearned REVENUE ..........ccceveereereeennnne — — 242 —
Leave/Postemployment Benefits 9,426 — — —
Policy Claims Liabilities/Insurance Reserves ...........c........ 5,788 — 274,676 —
Real Estate Liabilities .........cccoovrvveieniiecirecsice 1,084,561 — — —
Total Liabilities ......ccooovveeiriececceece 3,217,728 0 278,611 $ 207,380
NET ASSETS
Held in trust for:
Pension BENEFits ......ccooveiiririerineeeeee e 17,717,845 — —
Other Postemployment Benefits ..........cccoceveiiciinnnnne 91,384 — —
Defined Contribution ...........cccovvrinnneienneecieseeens 2,928,613 — —
POOI PartiCipants .........cccoeeeeneinenenec e — 6,324,043 —
Individuals, Organizations, and Other Governments ...... — — 3,173,600
Total NEt ASSELS ...vvveveiieieirisieie e $ 20,737,842 $ 6,324,043 $ 3,173,600
Participant Account Balance Net Asset Valuation Factor ... 1.00385638

The Notes to the Financial Statements are an integral part of this statement.
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State of Utah

Statement Of Changes In Fiduciary Net Assets
Fiduciary Funds

For the Fiscal Year Ended June 30, 2010 (Expressed in Thousands)
Pension and Private
Other Employee Investment Purpose
Benefit Trust Trust Trust
Funds Fund Funds
ADDITIONS
Contributions:
IMIBIMIDEE .ottt et e e e re e areeas $ 291,430 $ — $ 480,460
EMPIOYEL oo 692,768 — —
Court Fees and Fire Insurance Premiums ..........ccceeevevveens 18,260 — —
Total Contributions .........ccceeeveeiieceeie e 1,002,458 0 480,460
Pool Participant DEPOSILS .......ccevrveviereiirieesesesesiee e — 8,207,966 —
Investment Income:
Net Increase (Decrease) in Fair Value of Investments ....... 2,099,628 15,887 265,692
Interest, Dividends, and Other Investment Income ............ 474,196 91,765 67,548
Less Investment EXPENSES ........cccevvrerrernieneninenienens (45,419) (244) —
Net Investment INCOME ......ooeivvveeeiiiiiieec e 2,528,405 107,408 333,240
Transfers From Affiliated Systems ........cccoceevvvveiivierinniine, 44,420 — —
Other Additions:
ESCHEALS ... — — 16,474
Royalties and Rents ............cccocoeunan. — — 3,411
Fees, Assessments, and Revenues — — 38,283
Miscellangous ...........ccoveveveieiieinienns — — 35,124
Total Other ...ccuoeveieice e 0 0 93,292
Total Additions ........ccocvvevvevieieieie s 3,575,283 8,315,374 906,992
DEDUCTIONS
Pension BENETILS ......ccooveiiiiiiieee e 940,863 — —
Retiree Healthcare Benefits 29,365 — —
Refunds/Plan Distributions 150,298 — —
Earnings Distribution ...........ccccoevvieiiiinninenee e — 81,871 —
Pool Participant Withdrawals ............ccccvveinennininnennn — 7,982,788 —
Transfers To Affiliated Systems 44,420 — —
Trust Operating EXPENSES .......cccovveiriiniririeinenieeseeesie s — — 27,762
Distributions and Benefit Payments ............ccccovevevrennene. — — 147,659
Administrative and General EXPenses ..........cccccoverecrnne. 17,571 — 17,683
Total Deductions .........ccceeeveeieiecieriecece e, 1,182,517 8,064,659 193,104
Change in Net Assets Held in Trust for:
Pension BENEFits ........ccovveceiiiiieece e 1,831,778 — —
Other Postemployment Benefits 21,617 — —
Defined Contributions ............cceevvivvennnne. 539,371 — —
P00l PartiCipants ..........cccccerevreeirinieeienseee s — 250,715 —
Individuals, Organizations, and Other Governments ...... — — 713,888
Net Assets — Beginning 18,345,076 6,073,328 2,459,712

Net Assets — Ending $ 20,737,842 $ 6,324,043 $ 3,173,600

The Notes to the Financial Statements are an integral part of this statement.
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STATE OF UTA H CoOMPREHENSIVE ANNUAL FINANCIAL REPORT

CoMPONENT UNIT FINANCIAL
STATEMENTS

Utah Housing Corporation

The Corporation was created to provide an alternative source of funding for
home mortgages, particularly for lower income families. It is funded entirely
through the issuance of bonds that are repaid from the interest and principal
payments made on mortgages.

Public Employees Health Program

This program provides employee medical and other insurance services
predominantly for agencies of the State. It also provides claims processing and
insurance services for local governments and other public entities within Utah.

University of Utah and Utah State University

These universities are funded through state appropriations, tuition, federal
grants, and private donations and grants. In addition to instruction, these
universities provide research and other services. The operations of the
University of Utah also include its hospital and clinics.

Nonmajor Component Units
Nonmajor component units are presented beginning on page 192.



State of Utah

Combining Statement Of Net Assets
Component Units

June 30, 2010

ASSETS
Current Assets:
Cash and Cash Equivalents ...........cccccoereinencincnnecees
INVESIMENTS ..o
Receivables:
ACCOUNLS, NEL ..o
Notes/Loans/Mortgages/Pledges, net ....
ACCTUE INEEIESE ...
Due From Primary GOVernment ............ccoceovereenereneennnne
Due From Component Units
Prepaid Items .........
INVENLOries ......covvveerininenn.
Deferred Charges ........ocooeereineneierieese e
Total CUrrent ASSELS .......cccoveerereririeerie e

Noncurrent Assets:
Restricted INVESIMENLS .......ccceeveiieiieceeie e
Accounts Receivables, Net ..........cccoevvevieviciecceccecee
INVESTMENTS ..ot
Notes/Loans/Mortgages/Pledges Receivables, net .............
Deferred Charges ........oceoeereineiieneese e
OhEr ASSELS ...cvveveieiieiese et
Capital Assets (net of Accumulated Depreciation) ............
Total Noncurrent ASSELS ......cceeeveeveeeireiieeeieieeirienns
TOtAl ASSEES ..ttt

LIABILITIES
Current Liabilities:
Accounts Payable and Accrued Liabilities ............c.c.........
Securities Lending Liability
DEPOSITS ...t
Due To Primary GOVEIrNMENt .......ccccovveeirenieeirinieeresieeenes
Unearned REVENUE ........cccceveererieenieese e
Current Portion of Long-term Liabilities (Note 10) ...........
Total Current Liabilities .........cocovvevrvvieninicienins

Noncurrent Liabilities:
Accrued Liabilities ........coooovvevveiiiiie e
Unearned Revenue ..................
DEPOSILS ...eovvevereireceeese e
Long-term Liabilities (Note 10) ........cccovevvvrivviiriciiiiieas
Total Noncurrent Liabilities ...........ccoevevvevvevviviirinnens
Total Liabilities ..cvcvvieiieicieeececcce s

NET ASSETS
Invested in Capital Assets, Net of Related Debt ................
Restricted for:

Nonexpendable:
Higher EAUCAtION .......cccovviiiiiiiiici e
Expendable:
Higher Education
Debt Service ........
Insurance Plans ...

(Expressed in Thousands)

Utah Public Employees  University Utah
Housing Health of State
Corporation Program Utah University
$ 70,185 $ 27,711 $ 369,362 $ 34,949
346,198 27,779 404,517 39,633
— 34,180 297,377 54,575
26,057 — 8,478 1,786
6,338 1,782 4,284 —
— — 7,756 —
— 9,764 — 1,949
— — 39,149 4,743
— — 18,194 —
448,778 101,216 1,149,117 137,635
97,861 — 431,601 74,207
— — — 36,633
169,249 193,439 568,765 157,286
1,294,387 — 85,421 10,328
107,099 — — —
8,670 — 65,252 —
6,269 293 1,681,491 526,140
1,683,535 193,732 2,832,530 804,594
2,132,313 294,948 3,981,647 942,229
46,934 11,324 164,344 41,132
— 12,787 — —
— — 70,564 579
— — 13,952 5,968
— 2,087 66,823 18,042
174,639 74,251 38,163 22,546
221,573 100,449 353,846 88,267
95,826 — — —
7,952 — — 1,046
— — 12,900 —
1,573,075 48,137 483,429 132,569
1,676,853 48,137 496,329 133,615
1,898,426 148,586 850,175 221,882
4,079 293 1,289,089 413,015
— — 342,260 85,898
— — 543,482 129,366
173,732 — — —
— 146,069 — —
56,076 — 956,641 92,068

$ 233,887

The Notes to the Financial Statements are an integral part of this statement.
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$ 146,362

$ 3,131,472

$ 720,347



Nonmajor

Component

Units Total
$ 243,414 $ 745,621
89,471 907,598
46,655 432,787
6,955 43,276
421 12,825
139 7,895
4 4
4,347 16,060
15,005 58,897
195 18,389
406,606 2,243,352
60,575 664,244
2,067 38,700
147,805 1,236,544
32,647 1,422,783
— 107,099
6,289 80,211
1,062,251 3,276,444
1,311,634 6,826,025
1,718,240 9,069,377
39,177 302,911
— 12,787
1,528 72,671
3,952 23,872
28,636 115,588
24,381 333,980
97,674 861,809
136 95,962
5,961 14,959
1,701 14,601
112,774 2,349,984
120,572 2,475,506
218,246 3,337,315
958,875 2,665,351
99,597 527,755
156,155 829,003
— 173,732
— 146,069
8,582 8,582
276,785 1,381,570
$ 1,499,994 $ 5,732,062
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EXPENSES ...vvvvveveivsessesseisesse s ssssesse s

Program Revenues:

Charges for Services:
TUItioN and FEES ......ccvvviriiceee e
Scholarship Allowances

Sales, Services, and Other Revenues

(net of University of Utah patient

services allowance of $68,874)
Operating Grants and Contributions ..........c.cccceeeerenienns
Capital Grants and Contributions ..........cc.cceeevrieiiiiinnnns
Total Program REVENUES ..........cccovvrverinnieieininienenes
Net (Expenses) Revenues

General Revenues:
State APPropriations .........ccccceeeeererereneieneieseseeseeees
Unrestricted Investment INCOME ......c.cccevvvveveieneereennene,
Permanent Endowments Contributions ............cccoeeeevevveenen.
Total General REVENUES ..........ceeeveeveeveiieeiesree e
Change in Net ASSELS .....cccovveereirircese e

Net Assets — BEGINNING .....cccevriiriiiiieiec e
Net ASSetS — ENAING ..ovevevereeieiiieerieesese e

(Expressed in Thousands)

Utah Public Employees  University Utah
Housing Health of State
Corporation Program Utah University
$ 109,503 $ 573,675 $ 2,604,200 $ 475,647

— — 228,464 119,040

— — (27,164) (39,624)
95,937 585,790 1,832,578 66,466
14,059 23,005 464,571 207,157
— — 49,896 26,584
109,996 608,795 2,548,345 379,623
493 35,120 (55,855) (96,024)

— — 246,631 137,605

— — 62,661 15,939

— — 13,898 3,395

0 0 323,190 156,939

493 35,120 267,335 60,915
233,394 111,242 2,864,137 659,432
$ 233,887 $ 146,362 $ 3,131,472 $ 720,347

The Notes to the Financial Statements are an integral part of this statement.
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Nonmajor

Component

Units Total
$ 1,012,513 $ 4,775,538
359,574 707,078
(74,799) (141,587)
139,495 2,720,266
280,430 989,222
54,228 130,708
758,928 4,405,687
(253,585) (369,851)
340,746 724,982
3,013 81,613
3,348 20,641
347,107 827,236
93,522 457,385
1,406,472 5,274,677
$ 1,499,994 $ 5,732,062
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Notes to the Financial Statements

Fiscal Year Ended June 30, 2010

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

The accounting policies of the State of Utah conform in all material
respects with generally accepted accounting principles (GAAP) as
prescribed by the Governmental Accounting Standards Board.
Preparation of the financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect
the reported amounts and disclosures in the financial statements.
Actual results could differ from those estimates.

A. Reporting Entity

For financial reporting purposes, the State of Utah reporting entity
includes the “primary government” and its “component units.” The
primary government includes all funds, agencies, boards,
commissions, and authorities that are considered an integral part of
the State’s activities. The State’s component units are legally
separate organizations for which the State’s elected officials are
financially accountable.

The Governmental Accounting Standards Board (GASB) has set
forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority
of an organization’s governing body and either: (1) the ability of the
State 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 State. Where the State does not
appoint a voting majority of an organization’s governing body,
GASB standards require inclusion in the reporting entity if an
organization is fiscally dependent on the State, its resources are held
for the direct benefit of the State or can be accessed by the State, or
the relationship is such that it would be misleading to exclude it.

Except where noted below, the State’s component units issue their
own separate audited financial statements as special-purpose
governments engaged only in business-type activities. These financial
statements can be obtained from their respective administrative
offices or from the Office of the Utah State Auditor, P.O. Box
142310, Salt Lake City, UT 84114.

Entities such as the local school districts, charter schools, and other
local authorities of various kinds that may only partially meet the
criteria for inclusion in this report have not been included. (The
State’s support of the public education system is reported in the
Education Fund, a special revenue fund.)

Blended Component Units

Blended component units provide services entirely or almost
entirely to the primary government. GASB standards require this
type of component unit to be reported as part of the primary
government and blended into the appropriate funds.

Utah State Building Ownership Authority (blended with the primary
government’s debt service and capital projects funds) — The
Authority was created by the Legislature as a body politic and
corporate for the purpose of financing, owning, leasing and
operating facilities to meet the needs of state government. It is
comprised of three members: the Governor or designee, the State
Treasurer and the Chair of the State Building Board. Separate
financial statements are not required or issued for the Authority.
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Discrete Component Units

Discretely presented component units are reported in a separate
column and/or rows in each of the government-wide statements to
emphasize that they are legally separate from the State.

The Governor appoints at least a majority of the governing board
members of each of the State’s component units, subject in most
cases to approval by the Senate. The Utah Housing Corporation is
included in the reporting entity because of its ability to issue moral
obligation debt of the State and low-income housing tax credits. The
other component units are included in the reporting entity because
under the criteria established by GASB, the State has the ability to
impose its will on these organizations.

The colleges and universities, the Public Employees Health Program,
Comprehensive Health Insurance Pool and the Schools for the Deaf
and Blind are included as component units due to the level of budget
or day-to-day oversight provided by the State. The Governor-
appointed board members of the Military Installation Development
Authority, Heber Valley Historic Railroad Authority and Utah State
Fair Corporation can be replaced at will.

The State’s major discrete component units are:

Utah Housing Corporation — The Corporation issues bonds to
provide capital for housing and home mortgages, especially for low
and moderate-income families. Operations are financed from bond
proceeds and from mortgage and investment interest and fees.

Public Employees Health Program — This Program provides
employee medical and other insurance services predominantly for
agencies of the State. It also provides claims processing and
insurance services for local governments and other public entities
within Utah. The Program is administered by the Utah State
Retirement Board.

University of Utah and Utah State University — These
universities are funded primarily through state appropriations,
tuition, federal grants, and private donations and grants. In
addition to instruction, these universities provide research and
other services. The operations of the University of Utah also
include its hospital and clinics.

The State’s nonmajor discrete component units are:

Comprehensive Health Insurance Pool — The Pool is a nonprofit
quasi-governmental entity established within the State Insurance
Department. It provides access to health insurance coverage for
residents of the State who are considered uninsurable.

Utah Schools for the Deaf and the Blind — These Schools provide
practical education to individuals with hearing and/or vision
impairments. Although not required, these Schools issue separate
but unaudited financial statements.

Military Installation Development Authority — This Authority is an
independent, nonprofit entity whose purpose is to provide for the
development and improvement of project areas near military
installations throughout the State.

Heber Valley Historic Railroad Authority — The Authority is an
independent state agency that maintains and operates a scenic and
historic railroad in and around the Heber Valley. The Authority
issues a separate publicly available compilation report.
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Utah State Fair Corporation — This is a nonprofit public
corporation that operates the State Fair Park and conducts the Utah
State Fair and other various expositions and entertainment events. It
receives state appropriations for operations and working capital.

Colleges and Universities — Weber State University, Southern Utah
University, Salt Lake Community College, Utah Valley University,
Dixie State College of Utah, College of Eastern Utah, Snow
College, and the Utah College of Applied Technology. Separate
audited financial statements are issued for the branch campuses of
the Utah College of Applied Technology.

State Charter School Finance Authority — The Authority was
created to provide an efficient and cost-effective method of issuing
conduit debt on behalf of charter schools to acquire or construct
charter school facilities. The debt is the responsibility of the charter
schools, and neither the State nor any political subdivision of the
State is obligated for repayment of the debt. Accordingly, this debt
is not included as part of the State’s reporting entity. There is no
financial activity for the Authority and therefore no financial
statements are required or issued.

Fiduciary Component Units

Utah Retirement Systems (defined benefit pension plans and defined
contribution plans) — Utah Retirement Systems (URS) administers
pension funds for various public employee retirement systems and
plans of the State and its political subdivisions. URS is an
independent state agency subject to legislative and executive
department budgetary examination and comment. The Utah State
Retirement Board, a seven-member board, is established by statute
to administer the systems and plans, and to serve as investment
trustees of the funds. Six members are appointed by the Governor
with the advice and consent of the Senate, while the State Treasurer
serves as the seventh member. Because of the State’s trustee
responsibilities for these systems and plans, GAAP requires them to
be reported as pension trust funds of the primary government rather
than discrete component units.

Utah Educational Savings Plan Trust (Private Purpose Trust Fund) —
This Fund is a non-profit, self-supporting agency that was created as
a means to encourage investment in a public trust to pay for future
higher education costs. It is administered by the Utah State Board of
Regents acting in its capacity as the Utah Higher Education
Assistance Authority. Because of the State’s trustee responsibilities
for this plan, GAAP requires it to be reported as a private purpose
trust fund of the primary government rather than a discrete
component unit.

In accordance with GAAP, fiduciary funds and component units that
are fiduciary in nature are excluded from the government-wide
financial statements.

Related Organization (Excluded from Financial Statements)

Workers” Compensation Fund — This Fund is a nonprofit quasi-
public corporation created by the Legislature for a public purpose
that provides workers’ compensation insurance to private and public
employers. The Governor appoints six of the Fund’s seven board of
directors, but the State’s financial accountability for the Fund does
not extend beyond making the appointments.
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B. Government-wide and Fund Financial Statements
Government-wide Financial Statements

The Statement of Net Assets and Statement of Activities report
information on all nonfiduciary activities of the primary government
and its component units. Primary government activities are
distinguished between governmental and business-type activities.
Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange revenues.
Business-type activities are financed in whole or in part by fees
charged to external parties for goods or services.

The Statement of Net Assets presents the reporting entities’ non-
fiduciary assets and liabilities, with the difference reported as net
assets. Net assets are restricted when constraints placed upon them
are either externally imposed or are imposed by constitutional
provisions or enabling legislation.

The Statement of Activities demonstrates the degree to which the
direct expenses of a given function or segment is offset by program
revenues. Direct expenses are those that are clearly identifiable
within a specific function. The State does not allocate general
government (indirect) expenses to other functions. Program
revenues include: (1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges
provided by a given function; and (2) grants and contributions that
are restricted to meeting the operational or capital requirements of a
particular function. Taxes and other revenues not meeting the
definition of program revenues are reported as general revenues.

Fund Financial Statements

Separate financial statements are provided for governmental funds,
proprietary funds, and fiduciary funds, even though the latter are
excluded from the government-wide statements. For governmental
and proprietary funds financial statements, the emphasis is on major
individual governmental and enterprise funds, with each displayed
in a separate column. All remaining governmental and enterprise
funds are aggregated and reported as nonmajor funds. Internal
service funds are also aggregated and reported in a separate column
on the proprietary funds financial statements.

C. Measurement Focus, Basis of Accounting, and Financial
Statement Presentation

Government-wide Financial Statements

The government-wide financial statements are prepared using the
economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are
recorded when the related liability is incurred, regardless of the
timing of the cash flows. Nonexchange transactions, in which the
State receives value without directly giving equal value in exchange,
include taxes, grants, and donations. Tax revenue is recognized in
the fiscal year in which the related sales, wages, or activity being
taxed occurred. Revenue from grants and donations is recognized in
the fiscal year in which all eligibility requirements have been met.
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Governmental Fund Financial Statements

The governmental fund financial statements are reported using the
current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to
be available when they are collected within the current period or
expected to be collected soon enough thereafter to pay liabilities of
the current period. For this purpose, the State generally considers
taxes and other revenues to be available if the revenues are collected
within 45 days after yearend. An exception to this policy is federal
grant revenues, which generally are considered to be available if
collection is expected within 12 months after yearend.

Expenditures are generally recorded when the related liability is
incurred, as under the accrual basis of accounting. However,
expenditures for principal and interest on long-term debt are
recorded when due or when amounts have been accumulated in the
debt service fund for payments of interest to be made early in the
following year. Also, expenditures and related liabilities for
compensated absences, postemployment benefits, and claims and
judgments are recorded only to the extent they have matured (come
due for payment).

Major Governmental Funds — The State reports the following
major governmental funds:

e  General Fund. This fund is the principal operating fund of the
State. It accounts for all financial resources of the general
government, except those not accounted for and reported in
another fund.

e  Education Fund. This special revenue fund accounts for all
corporate taxes, income taxes, and revenues from taxes on
intangible property that support public and higher education.
Specific revenues that support public elementary and
secondary schools in the State are also reported in the
Education Fund.

e  Transportation Fund. This special revenue fund accounts for
dedicated highway user taxes, bond proceeds, fees, and federal
funds associated with highway construction and maintenance.

e  Transportation Investment Fund. This special revenue fund
accounts for vehicle registration fees, sales and use taxes, bond
proceeds, and federal funds associated with Centennial
Highway projects and other specific highway projects.

e  Trust Lands Fund. This is a permanent fund that accounts for
land grants and the sale of lands received from the federal
Enabling Act. The principal in the fund is perpetual, with the
earnings used primarily to support public education.

Nonmajor Governmental Funds — The State’s nonmajor
governmental funds include other special revenue funds, capital
projects funds, and debt service funds. The nonmajor special
revenue funds account for specific revenue sources that are
restricted or committed to expenditures for specific purposes.
Examples include tobacco settlement monies, environmental
activities, crime victim reparations, debt collections, and rural
development programs. The capital projects funds account for
resources used for capital outlays including the acquisition,
construction, or improvement of capital facilities other than those
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financed by proprietary funds or assets held in trust. The debt
service funds account for resources used for the payment of interest
and principal on general long-term debt obligations.

Proprietary Fund Financial Statements

The financial statements of the proprietary funds are reported using
the economic resources measurement focus and the accrual basis of
accounting, similar to the government-wide financial statements
described previously. Proprietary funds include both enterprise and
internal service fund types. Enterprise funds report the activities for
which fees are charged to external users for goods or services.
Internal service funds account for goods and services provided
primarily to other agencies or funds of the State, rather than to the
general public.

Reporting for business-type activities and enterprise funds follow all
GASB pronouncements, and all Financial Accounting Standards
Board’s (FASB) pronouncements issued on or before November 30,
1989, except those that conflict with a GASB pronouncement. The
State has elected not to apply FASB pronouncements issued after
November 30, 1989.

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expenses generally
result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing
operations. Revenues and expenses not meeting this definition, such
as subsidies and investment earnings, are reported as honoperating.

Major Enterprise Funds — The State reports the following major
enterprise funds in its proprietary fund statements:

e  Student Assistance Programs. These programs make loans to,
and purchase loans of, qualified students attending eligible
higher education institutions. The programs also guarantee the
repayment of student loans made by participating lenders to
eligible students.

e  Unemployment Compensation Fund. This fund pays claims
for unemployment to eligible recipients.

e Water Loan Programs. This fund provides loans to local
governments, water districts, and other entities for the purpose
of upgrading water storage facilities and other related
structures.

e  Community Impact Loan Fund. This fund provides loans to
local governments to alleviate the social, economic, and public
financial impacts resulting from the development of the State’s
natural resources.

Nonmajor Enterprise Funds — The State’s nonmajor enterprise
funds include loan programs for low-income housing, agricultural,
energy efficiency, transportation infrastructure, and other purposes;
Alcoholic Beverage Control (state liquor stores); Utah Correctional
Industries; State Trust Lands Administration; and the Utah Dairy
Commission.

Internal Service Funds — The State also reports the internal
service fund type in the proprietary funds statements. The activities
accounted for in internal service funds include technology services,
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general services, fleet operations, risk management, property
management, and human resource management. In the government-
wide financial statements, internal service funds are included with
governmental activities.

Fiduciary Fund Financial Statements

The fiduciary funds account for assets held by the State in a trustee
capacity or as an agent for other individuals or organizations. The
fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting.
The following fiduciary fund types are reported:

Pension and Other Employee Benefit Trust Funds — These
funds account for the plan assets, liabilities, net assets, and
changes in net assets of: (1) defined benefit pension plans and
defined contribution plans administered by Utah Retirement
Systems; and (2) the State Post-Retirement Benefits Trust Fund, a
defined benefit other postemployment health care plan (State
Employees’ OPEB Plan), administered by the State.

Investment Trust Fund — This fund is used to account for the
investments related to external participants in the Utah State Public
Treasurer’s Investment Fund.

Private Purpose Trust Funds — These funds report resources of
all other trust arrangements in which principal and income benefit
individuals, private organizations or other governments. Examples
include the Utah Navajo Royalties Holding Trust, Unclaimed
Property Trust, Employers’ Reinsurance Trust, Petroleum Storage
Tank Trust, and the Utah Educational Savings Plan Trust.

Agency Funds — These funds account for assets held by the State
as an agent for other governmental units, other organizations, or
individuals. These funds include fines, forfeitures, tax collections,
and withholding taxes for employees.

Component Unit Financial Statements

The combining component unit financial statements are presented in
order to provide information on each of the major component units
included in the component unit’s column of the government-wide
statements. The component unit financial statements are reported
using the economic resources measurement focus and the accrual
basis of accounting. The information is presented in order to be
consistent with the government-wide statements, and is less detailed
than the presentation in each component unit’s separately issued
financial statements. The component units follow all current GASB
pronouncements, and all FASB pronouncements issued on or before
November 30, 1989, except those that conflict with a GASB
pronouncement. In addition, as allowed by GASB standards, the
Public Employees Health Program has elected to apply all
applicable FASB pronouncements issued after November 30, 1989,
that do not conflict with GASB standards.

D. Fiscal Yearends

All funds and discretely presented component units are reported
using fiscal years which end on June 30, except the defined benefit
pension plans and defined contribution plans (fiduciary funds),
administered by Utah Retirement Systems, Utah State Fair
Corporation (nonmajor component unit), and the Utah Dairy
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Commission (nonmajor enterprise fund), which have fiscal years
ending December 31.

E. Assets, Liabilities, and Net Assets/Fund Balances
Cash and Cash Equivalents and Investments

Cash equivalents are generally considered short-term, highly liquid
investments with a maturity of three months or less from the
purchase date. The Student Assistance Programs (enterprise fund)
use a trustee for their long-term investing needs, and they consider
any cash and cash equivalents held by their trustee as investments.

All cash deposited with the State Treasurer by state entities is
maintained by the Treasurer in various pooled investment funds.
The State Treasurer invests the deposited cash, including the cash
float, in short-term securities and other investments. All interest
revenue is allocated to the General Fund unless state law or trust
agreements require allocations of interest to other funds. Funds
authorized to receive interest earnings are segregated into separate
investment pools, and interest is allocated based on cash balances in
the pool.

Investments (including cash equivalents) are under the control of
the State Treasurer or other administrative bodies as determined by
law. In certain instances, investments may be restricted by law or
other legal instruments. Investments are presented at fair value. The
fair value of investments is based on published prices and
quotations from major investment brokers at current exchange rates,
as available. For investments where no readily ascertainable fair
value exists, management, in consultation with their investment
advisors, has determined the fair values for the individual
investments. Investments held as security deposits which are not
held for investment purposes are carried at cost. The Utah
Retirement Systems’ (defined benefit pension plans and defined
contribution plans) mortgages are valued on an amortized cost basis
which approximates fair value, and the fair value of real estate
investments has been estimated based on independent appraisals.

The State’s Unemployment Compensation Fund (enterprise fund)
monies are required by the Social Security Act to be invested in the
U.S. Department of Treasury, Bureau of Public Debt Unemployment
Trust Fund (BPDUTF), which is not registered with the SEC. The
fair value of the position in the BPDUTF is the same as the value of
the BPDUTF shares.

Utah Retirement Systems (defined benefit pension plans and defined
contribution plans) had five types of derivative financial instruments
at yearend: futures, currency forwards, options, swaps, and
Synthetic Guaranteed Investment Contracts. Futures contracts are
traded on organized exchanges to minimize credit risk. Currency
forwards are entered into in order to hedge the exposure to changes
in foreign currency exchange rates on foreign currency dominated
portfolio holdings. Options give the right, but not the obligation, to
buy (call) or sell (put) an asset at a preset price over a specified
period. Interest rate swap agreements are entered into in an attempt
to manage their exposure to interest rate risk. Interest rate risk
represents the exposure to fair value losses arising from the future
changes in prevailing market interest rates. Synthetic Guaranteed
Investment Contracts are available to members in the Utah
Retirement Systems Defined Contribution Plans. Utah Housing
Corporation (major component unit) enters into various rate swap
contracts as part of its overall funding strategy. The Corporation
sells variable rate bonds, although to manage the inherent interest
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rate risk associated with variable rate debt, it enters into pay fixed,
receive variable interest rate swap contracts. See Note 3 for
additional information about derivatives.

Receivables

Accounts receivables in the governmental and business-type activities
consist mainly of amounts due from the Federal Government,
customers, and others. Receivables from the Federal Government are
reasonably assured; accordingly, no allowance for uncollectible
accounts has been established.

Notes/mortgages receivables in the governmental and business-type
activities are primarily long-term loans for local governments and
agricultural development, home mortgages, and individual student
loans. The interest rates on the loans vary but are generally lower
than market rates and, in some cases, are non-interest bearing.
Student loans in the Student Assistance Programs (business-type
activities) are fixed and variable rate federally insured loans.
Student loans are insured at 95 to 100 percent of their principal
balance depending on the date disbursed.

Accrued taxes include receivables for taxpayer-assessed taxes where
the underlying exchange has occurred in the period ending June 30
or prior, net of applicable estimated refunds and allowances.

Note 5 provides a disaggregation of governmental and business-type
receivables, including a breakout of current/noncurrent balances and
established allowances.

Inventories and Prepaid Items

Proprietary funds and component units inventories are valued at the
lower of cost or market. Cost evaluation methods include first-in-
first-out (FIFO), last-in-first-out (LIFO), average cost, weighted
average, weighted moving average, and retail inventory method.

Governmental fund inventories are recorded as expenditures when
purchased except for Transportation Fund inventories and state park
inventories (reported in the General Fund), that are recorded as
expenditures when consumed. Both Transportation Fund inventories
and state park inventories are valued using a weighted average cost.

Prepaid items related to governmental funds are immaterial and
recorded as expenditures in the governmental funds financial
statements when paid.

Prepaid items for the Student Assistance Programs (major enterprise
fund) are primarily federal default fees charged at the time loan
proceeds are disbursed and amortized over the estimated lives of the
loans using an accelerated method of amortization beginning 36
months from the date the federal default fee is paid by the program.

Capital Assets

Capital assets, which include land and related assets, buildings,
equipment, intangible assets (software), and infrastructure (roads,
bridges, drainage systems, lighting systems, and similar items), are
reported in the applicable governmental or business-type activities
columns, or in the component units column on the government-wide
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Statement of Net Assets. Capital assets of proprietary funds and
fiduciary funds are also recorded in their respective fund statements.
Capital assets, with the exception of infrastructure and internally
generated software, are defined by the State as assets, which cost $5
thousand or more when acquired and have an estimated useful life
greater than one year. Infrastructure assets are capitalized if the cost
is over $1 million. Internally generated software is capitalized if the
cost is over $500 thousand. Purchased or constructed capital assets
are recorded at cost or at estimated historical cost where historical
cost is not available. Donated fixed assets are valued at their
estimated fair value at the date of donation.

Capital assets purchased by governmental funds are recorded as
expenditures in the governmental fund financial statements. Interest
expense for capital asset construction related to governmental
activities is not capitalized. Interest expense incurred during
construction of capital facilities related to business-type activities and
component units is immaterial and is not capitalized in all cases.

Buildings, equipment, and other assets are depreciated or
amortized using the straight-line method over the following
estimated useful lives:

Asset Class Years
Equipment/Software 3-15
Aircraft and Heavy Equipment 5-30
Buildings and Improvements 30-40
Land Improvements 5-20
Infrastructure 15-80

As provided by GASB standards, the State has elected to use the
“modified approach” to account for infrastructure assets (i.e., roads
and bridges) maintained by the State’s Department of
Transportation. This includes infrastructure acquired prior to fiscal
year 1981. Under this approach, depreciation expense is not
recorded and only improvements that expand the capacity or
efficiency of an infrastructure asset are capitalized. Using this
approach requires the State to: (1) maintain an inventory of the
assets and perform periodic condition assessments; (2) estimate each
year the annual amount to maintain and preserve the assets at the
condition level set by the State; and (3) document that the assets are
being preserved approximately at or above the condition level set by
the State. Other infrastructure, which is primarily maintained by the
Department of Natural Resources, is capitalized and depreciated.

Most works of art and historical treasures are not capitalized or
depreciated. These assets are held for public exhibition, education,
or research rather than financial gain. These assets are also
protected, unencumbered, and preserved and subject to policies
requiring the proceeds from sales of collection items to be used to
acquire other collection items. The State’s assets of this nature
include the State Fine Art Collection, photographs, prints, paintings,
historical documents and artifacts, monuments, statues, and
paleontological and archaeological collections.

Accrued Liabilities

Accrued liabilities include the liability for employee payrolls and
liabilities accruing over time where demand for payment is due
shortly after fiscal yearend. See Note 6 for additional information
about accrued liabilities.
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Deferred Revenue — Unearned and Unavailable

In the government-wide statements, proprietary fund statements, and
fiduciary fund statements, unearned revenue is recorded when cash
or other assets are received prior to being earned. In the
governmental fund statements, deferred revenue is recorded when
revenue is either unearned or unavailable. Deferred revenues for the
Student Assistance Programs (major enterprise fund) are primarily
guarantee fees that are recognized as income over a period of ten
years using the sum-of-the-years-digits method.

Policy Claims Liabilities

Policy claims liabilities are for insurance claims incurred prior to
the reporting date and are based on actuarial estimates. Policy
claims liabilities for Unemployment Insurance are for claims filed as
of the reporting date. A substantial portion of policy claims
liabilities is long-term in nature. Therefore, claims liabilities are
reported as long-term liabilities on the Statement of Net Assets.

Long-term Debt

In the government-wide financial statements and proprietary fund
financial statements, long-term debt and other long-term obligations
are reported as liabilities. Bond premiums and discounts, deferred
amounts on refunding, as well as issuance costs, are deferred and
amortized over the life of the bonds using the bonds outstanding
method or straight-line method, which approximates the effective
interest method. Bonds payable are reported net of the applicable
bond premium or discount and deferred amount on refunding. Bond
issuance costs are reported as deferred charges (assets).

In the governmental fund financial statements, bond premiums and
discounts, as well as bond issuance costs, are recognized during the
current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

The Tax Reform Act of 1986 requires governmental entities issuing
tax-exempt bonds to refund to the U.S. Treasury interest earnings on
bond proceeds in excess of the yield on those bonds. Governmental
entities must comply with arbitrage rebate requirements in order for
their bonds to maintain tax-exempt status. Entities are required to
remit arbitrage rebate payments for non-purpose interest to the
federal government at least once every five years over the life of the
bonds. Federal regulations also require the Student Assistance
Programs (enterprise fund) to keep the yield on student loans within
a designated percentage of the interest cost of the related tax-exempt
borrowing. One method of reducing this yield is to make yield
reduction payments to the United States Treasury. Estimated yield
reduction payments may be made by the end of the tenth year and
every fifth year thereafter during the life of the bonds. Some State of
Utah bonds may be exempt from the rebate requirements if they
meet certain statutory exceptions per the regulations.

Arbitrage liability is treated as an expense in the government-wide
Statement of Net Assets and the proprietary fund financial statements
when the liability is recognized. Arbitrage liability is recorded as an
expenditure in the governmental funds financial statements when the
liability is due. At June 30, 2010, the total estimated arbitrage rebate
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liability in the Student Assistance Programs (enterprise fund) was
$50.214 million, of which $48.32 million represents yield reduction
payments and $1.894 million represents the estimated liability for
non-purpose interest. Other arbitrage liabilities are immaterial.

Compensated Absences and Postemployment Benefits

Employees’ vacation leave is accrued at a rate of four hours every
two weeks for the first five years of employment, and grows to a rate
of seven hours every two weeks after 20 years of employment.
There is no requirement to use vacation leave, but a maximum of
320 hours may be carried forward at the beginning of each calendar
year. Unused vacation leave is paid to employees upon termination.
Employees who have a sick leave balance in excess of 144 hours at
the beginning of a calendar year are eligible to “convert” up to 40
hours of sick leave if less than that amount is used during the year.
Employees may use converted sick leave in place of annual leave.
Any balance in converted sick is paid to employees upon
termination. This converted sick leave program ends on January 1,
2014. The total liability of the governmental activities for
compensated absences is recorded in the government-wide
Statement of Net Assets as part of long-term liabilities. However, in
accordance with GAAP, the liability is not recorded in the
governmental funds financial statements. See Note 10 for additional
information about the liability.

Employees earn sick leave at a rate of four hours for each two-week
period, with no limit to the amount that can be accumulated. The
State does not reimburse employees for unused sick leave upon
termination unless employees are eligible for retirement or the sick
leave is “converted”. Sick leave is expended when used.

At retirement, for participating agencies, an employee receives 25
percent of the value of all unused accumulated sick leave as a
mandatory employer contribution into a 401(k) account. Each day
of remaining sick leave earned prior to January 1, 2006, may be
used to participate in the State’s Other Postemployment Benefit
Plan (State Employees’ OPEB Plan) to purchase health and life
insurance coverage or Medicare supplemental insurance. Any
remaining sick leave earned on or after January 1, 2006, is
converted to a value (based on the higher of the employee’s rate of
pay at retirement or the average pay rate of retirees in the previous
year) and placed in a Health Reimbursement Arrangement
administered by Utah Retirement Systems. The Annual Required
Contribution (ARC) needed to fund current and future liabilities of
the State Employees’ OPEB Plan is provided by charges to agency
budgets. Payments of postemployment health and life insurance
benefits to retirees are made from the State Employees’ OPEB plan
that is administered as a single-employer defined benefit healthcare
plan. See Note 17 for additional information about the State’s
OPEB Plan administered as an irrevocable trust.

The State of Utah also administers the Elected Officials’ OPEB
Plan, a single-employer defined benefit healthcare plan. Only
governors and legislators (elected officials) that retire after January
1, 1998 and have four or more years of service can elect to receive
and apply for this benefit. To qualify for health coverage, elected
officials must be between 62 and 65 years of age and either be
active members at the time of retirement or have continued coverage
with the program until the date of eligibility. To qualify for
Medicare supplemental coverage an elected official must be at least
65 years of age. The State will pay a portion or all the health benefit
costs for the elected official and spouse based on years of service.
See Note 17 for additional information.
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For administrative purposes, the State maintains compensated
absences pools within the General Fund, Education Fund, and
Transportation Fund. The ongoing payments from the pools are
provided by charges to agency budgets as benefits are earned.
Vacation leave taken as time off is paid from current budgets when
used. Payment of leave balances at termination is made from the
compensated absences pools. Proprietary funds, Utah Schools for
the Deaf and the Blind, and private purpose trust funds of the
primary government also participate in the pools and the OPEB
Plan, and have no liability for leave or postemployment benefits
once their contributions have been made.

Compensatory time for overtime worked may be earned up to a
maximum of 80 hours. Any overtime exceeding 80 hours is paid
when earned. In accordance with GAAP, compensatory time is
expended when the leave is taken in governmental funds, but is
expensed when earned for budgetary purposes.

Vacation earnings, sick leave earnings, and termination policies vary
among component units and from the primary government’s policies,
but usually vacation leave is expended when earned and sick leave is
expended when used.

Net Assets/Fund Balances

The difference between assets and liabilities is “Net Assets” on the
government-wide, proprietary fund, and fiduciary funds financial
statements and “Fund Balance” on the governmental fund financial
statements.

In the governmental fund financial statements, fund balances are
classified as nonspendable, restricted, or unrestricted (committed,
assigned, or unassigned). Restricted represents those portions of
fund balance where constraints placed on the resources are either
externally imposed or imposed by law through constitutional
provisions or enabling legislation. Committed fund balance
represents amounts that can only be used for specific purposes
pursuant to constraints imposed by formal action of the Legislature,
such as an appropriation or legislation. Assigned fund balance is
constrained by the Legislature’s intent to be used for specific
purposes, by directive of the Executive Appropriations Committee
of the Legislature or in some cases by legislation. See Note 11 for
additional information about fund balances.

The State maintains two stabilization accounts: (1) the General Fund
Budget Reserve Account in the General Fund (the “Rainy Day
Fund”) reported as committed fund balance; and (2) the Education
Budget Reserve Account in the Education Fund (the “Education
Reserve”) reported as restricted fund balance. The resources of both
accounts may only be expended when specific non-routine budget
shortfalls occur and upon appropriation by the Legislature. See Note
11 for additional information about the stabilization accounts.

F.  Revenues and Expenditures/Expenses

When an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources are available, it is the
State’s general policy to use restricted resources first. When
expenditures/expenses are incurred for purposes for which
unrestricted (committed, assigned, and unassigned) resources are
available, and amounts in any of these unrestricted classifications
could be used, it is the State’s general policy to spend committed
resources first. However, the State has some programs that are
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funded by appropriations from both unrestricted resources and
resources required by law to be deposited in a specific subfund for a
specific purpose (which may include restricted resources and
unrestricted—committed resources). In those instances, it is the
State’s policy to expend those resources proportionally based on the
amounts appropriated from each source.

Grants

Federal grants and assistance awards made on the basis of entitle-
ment periods are recorded as revenues when entitlement occurs. All
federal reimbursement-type grants are recorded as revenues when
the related allowable expenditures are incurred and all applicable
eligibility requirements are met.

Federal grants include nonmonetary transactions for food and
vaccine commodities. Commodities revenue and expenditures are
valued at their federally reported value. Commodity inventories at
yearend are immaterial. For the fiscal year ended June 30, 2010, the
State reported revenue and expenditures of $25.523 million for
commodities in the General Fund, and $16.315 million for
commodities in the Education Fund (special revenue fund).

Investment Income

Investment income includes interest, dividends and other earnings,
and the change in fair value of investments. Negative investment
income is reported where the decrease in the fair value of
investments due to market conditions exceeded the other
components of investment income.

In accordance with state law, interest and dividend income from
investments in the Trust Lands permanent fund and the State
Endowment Fund (nonmajor governmental fund) is assigned to and
reported directly in the Education Fund and the General Fund,
respectively. One half of the applicable income reported in the
General Fund is then transferred back into the State Endowment
Fund to increase the principal in the fund as required by state law.

Retirement and Employee Benefit Costs

Most state employees participate in a defined benefit pension plan
and/or defined contribution plan administered by Utah Retirement
Systems. Contributions collected for the pension plans and
contribution plans and the retirement benefits paid are accounted for
in the Pension and Other Employee Benefit Trust Funds. All costs
for pension, health, and federal social security contributions are
reported as expenditures in the appropriate function in
governmental fund types or as expenses in applicable proprietary
fund types. Pension and other benefit costs are recognized in the
fiscal year in which the underlying payroll cost is incurred.

G. Interfund Transactions
Government-wide Financial Statements

Interfund Activity — In general, eliminations have been made to
minimize the double counting of internal activity, including
internal service fund type activity. However, interfund services,
provided and used between different functional categories, have
not been eliminated in order to avoid distorting the direct costs
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and program revenues of the applicable functions. Operating
transfers between governmental and business-type activities are
reported at the net amount.

Interfund Balances — Interfund receivables and payables have
been eliminated from the government-wide Statement of Net Assets,
except for the residual amounts due between governmental and
business-type activities.

Governmental Fund Financial Statements

Interfund Activity — Interfund transactions for goods sold or
services rendered for a price approximating their external exchange
value, and employee benefit contributions are accounted for as
revenues and expenditures/expenses in the funds involved.

Transfers are used to report flows of cash (or other assets)
between funds without equivalent flows of assets in return or a
requirement for repayment. The State’s transfers are based on
legislative appropriations or other legal authority. Transfers are
presented in Note 13.

NOTE 2. BEGINNING NET ASSET ADJUSTMENTS
AND OTHER CHANGES

For the fiscal year ended June 30, 2010, the State implemented the
following new accounting standards issued by the Governmental
Accounting Standards Board (GASB):

e GASB Statement 51, Accounting and Financial
Reporting for Intangible Assets.

e GASB Statement 54, Fund Balance Reporting and
Governmental Fund Type Definitions.

e GASB Statement 55, The Hierarchy of Generally
Accepted Accounting Principles for State and Local
Governments.

In addition to the statements noted above, GASB Statement 53,
Accounting and Financial Reporting for Derivative Instruments,
was implemented by Utah Retirement Systems (fiduciary
component unit) and Utah Housing Corporation (major discrete
component unit). The required GASB Statement 53 disclosures,
from the separate reports of these component units have been
included in this report.

GASB Statement 51 requires that identifiable intangible assets be
classified and reported as capital assets. This statement also
provides guidance on recognizing internally generated computer
software as an intangible asset. Retroactive reporting is required
except for intangible assets with indefinite useful lives and
internally generated assets (i.e., software). The State began
capitalizing external software costs over $5,000 and other intangible
assets several years ago and, as a result, restatement of beginning
net assets or accumulated amortization related to intangible assets
was not necessary. The State decided to retroactively capitalize costs
from a recently completed internally generated computer software
project for new tax systems. As a result, a restatement of $28.447
million was made to beginning net assets of governmental activities.
Specific changes are reflected in Note 8.
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GASB Statement 54 clarifies the existing governmental fund type
definitions and provides clearer fund balance categories and
classifications. The new hierarchical fund balance classification is
based primarily upon the extent to which a government is bound
to follow constraints on resources in governmental funds and
includes the terms: nonspendable, committed, restricted,
assigned, and unassigned. This Statement was early implemented.
Details on the State’s fund balance classifications and policies are
reflected in Note 11.

The governmental fund types used by the State were evaluated
based on the provisions of GASB Statement 54. Several funds
reported as part of Miscellaneous Special Revenue Funds (nonmajor
governmental funds) were determined to not meet the new fund type
classification for special revenue funds. As a result, the funds were
statutorily changed by the Legislature to be sub-accounts within the
General Fund. Therefore, a reclassification of $3.264 million was
made to reduce the beginning fund balance of Miscellaneous
Special Revenue Funds (nonmajor governmental funds) and
increase beginning fund balance of the General Fund. This change
had no impact on governmental activities as reported on the prior
year Statement of Activities.

In defining fund type classifications GASB Statement 54 clarified
that specific revenue sources should be recognized in the special
revenue fund where these revenues will be expended. In order to
comply with this Statement, legislation was passed that requires all
activity of the Uniform School Fund (previously a major special
revenue fund) be reported within the Education Fund (major special
revenue fund). As a result of this change, the beginning fund
balance of the Uniform School Fund ($197.168 million) is now
combined and reported as part of the beginning fund balance of the
Education Fund. This change had no impact on governmental
activities as reported on the prior year Statement of Activities.

GASB Statement 55 was implemented upon issuance. This
statement incorporates the hierarchy of generally accepted
accounting principles (GAAP) for state and local governments into
the Governmental Accounting Standards Board’s (GASB)
authoritative literature.

All provisions of these new statements have been incorporated into
the financial statements and notes.

Other Adjustments and Changes

As aresult of legislative action, a reclassification of $7.193 million
was made to reduce the beginning fund balance related to oil, gas,
and mining severance taxes previously reported as part of the
General Fund and increase the beginning fund balance of the State
Endowment Fund (nonmajor governmental funds). This change had
no impact on governmental activities as reported on the prior year
Statement of Activities.

The beginning fund balance activity related to the Critical Highway
Needs Program was statutorily changed to be reported in the
Transportation Investment Fund (major special revenue fund). It
was previously reported as part of the Transportation Fund (major
special revenue fund). As a result of this change, a reclassification
of $338.028 million was made to reduce the beginning fund balance
of the Transportation Fund and increase the beginning fund balance
of the Transportation Investment Fund. This change had no impact
on governmental activities as reported on the prior year Statement of
Activities.
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NOTE 3. DEPOSITS AND INVESTMENTS

Deposits and investments for the primary government and its
discrete component units are governed by the Utah Money
Management Act (Utah Code, Title 51, Chapter 7) and rules of the
State of Utah Money Management Council. However, the Act also
permits certain funds that have a long-term perspective to make
investments of a long-term nature, such as equities and bond mutual
funds. In the primary government these are the State Endowment
(special revenue fund), Employers’ Reinsurance Trust (private
purpose trust), and Utah Educational Savings Plan Trust (private
purpose trust). Exempt from the Act in the primary government are
the Trust Lands (permanent fund), Utah Retirement Systems and
State Post-Retirement Benefits Trust Fund (pension and other
employee benefit trust funds). The discrete component units exempt
from the Act are Utah Housing Corporation, Public Employees
Health Program, and the college and universities” endowment funds.

A. Primary Government
Custodial Credit Risk — Deposits

The custodial credit risk for deposits is the risk that in the event of a
bank failure, the State’s deposits may not be recovered. The Money
Management Act requires that deposits be in a qualified depository.
The Act defines a qualified depository as any financial institution
whose deposits are insured by an agency of the federal government
and which has been certified by the State Commissioner of
Financial Institutions as meeting the requirements of the Act and
adhering to the rules of the Utah Money Management Council.

Deposits in the bank in excess of the insured amount are uninsured
and uncollateralized. Deposits are not collateralized nor are they
required to be by state statute. The deposits for the primary
government at June 30, 2010, were $573.367 million. These
deposits are exposed to custodial credit risk as follows:

e  $316.825 million were exposed to custodial credit risk as
uninsured and uncollateralized.

e  Exposure to custodial credit risk cannot be determined for
$235.137 million of the primary government deposits which
are in an FDIC-Insured Savings account at Zions First National
Bank (Bank) for Account Owners in the Utah Educational
Savings Plan Trust (UESP) (private purpose trust).
Contributions to and earnings on the FDIC-Insured Savings
account are insured by the FDIC on a pass-through basis to
each Account Owner up to the maximum amount set by federal
law. The amount of FDIC insurance provided to an individual
is based on the total of (1) the value of an Account Owner’s
investments in the UESP’s FDIC-insured savings account plus
(2) the value of other accounts held (if any) at the Bank, as

determined by the Bank and by FDIC regulations. It is the
Account Owners responsibility to determine how investments
in the savings account would be aggregated with other
investments at the Bank for purposes of FDIC insurance.

Investments

The Money Management Act defines the types of securities
authorized as appropriate investments and the conditions for making
investment transactions. Investment transactions may be conducted
only through qualified depositories, certified dealers, or directly
with issuers of the investment securities.

The Act authorizes investments in both negotiable and
nonnegotiable deposits of qualified depositories and permitted
depositories; repurchase and reverse repurchase agreements;
commercial paper that is classified as “first tier” by two nationally
recognized statistical rating organizations, one of which must be
Moody’s Investors Service or Standard & Poor’s; bankers’
acceptances; obligations of the United States Treasury including
bills, notes, and bonds; obligations, other than mortgage derivative
products, issued by U.S. government sponsored enterprises (U.S.
Agencies) such as the Federal Home Loan Bank System, Federal
Home Loan Mortgage Corporation (Freddie Mac), Federal National
Mortgage Association (Fannie Mae), and Student Loan Marketing
Association (Sallie Mae); bonds, notes, and other evidence of
indebtedness of political subdivisions of the State; fixed rate
corporate obligations and variable rate securities rated “A” or
higher, or the equivalent of “A” or higher, by two nationally
recognized statistical rating organizations; and shares or certificates
in a money market mutual fund as defined in the Act.

Statute allows certain funds acquired by gift, devise or bequest to be
invested according to Rule 2 of the Money Management Council.
Rule 2 allows the State to invest these funds in any of the above
investments or in any of the following, subject to satisfying certain
criteria: professionally managed pooled or commingled investment
funds, or mutual funds which satisfy certain criteria; common stock,
convertible preferred stock or convertible bonds; and corporate
bonds or debentures. Currently, the Utah Education Savings Trust is
the only entity required to comply with Rule 2.

The primary government’s investments at June 30, 2010, are
presented below. All investments, except those of the Utah
Retirement Systems (pension and other employee benefit trust
funds), are presented by investment type and debt securities are
presented by maturity. The Utah Retirement Systems are presented
consistent with their separately issued financial statements by
investment type.

(Table on next page.)

69



State of Utah Notes to the Financial Statements Fiscal Year Ended June 30, 2010

Primary Government Investments
(except pension and other employee benefit trust funds)
(Expressed in Thousands)

Investment Maturities (in years)

Fair More
Investment Type Value Than 1 1-5 6-10 Than 10

Debt Securities
U.S. TrEASUIIES....ecveveereeireireireeiee e $ 8,694 $ 3,904 $ 1,988 $ 2,802 $ —
U.S. AQENCIES...ecveeeeeerererierierereeienesiereseeneneas 94,129 66,433 26,864 — 832
Corporate Debt..........cooeviiiiiieieeec 7,494,988 7,489,451 5,537 — —
Negotiable Certificates of Deposit 25,282 25,282 — — —
Money Market Mutual Fund....................... 1,625,000 1,625,000 — — —
Commercial Paper........ccccoevveeevieneiienennnn, 721,579 721,579 — — —
Bond Mutual Fund *........ 1,032,340 — — 1,032,340 —
Repurchase Agreements 4,972 4,972 — — —

Total Debt Securities Investments 11,006,984 $ 9,936,621 $ 34,389 $ 1,035,142 $ 832
Other Investments
EqUity SECUFItIES .....cveereeiiericeee e 12,538
Equity Mutual Funds Securities:

DOMESLIC ...cvvviveiriire et 2,441,448

International .........c..ccevveveceececic e, 423,075
U.S. Unemployment Trust Pool................... 372,531
Real Estate Held for Investment Purposes .. 46,045
Real Estate Joint VENtUres...........cocevevveennee 6,136
Component Units Investment in Primary

Government’s Investment Pool................ (475,132)

Total INVeStMENtS.......ccovvvevvieiiirecreir, $13,833,625

* At June 30, 2010, the bond mutual fund had an average effective maturity of 6.4 years.

The majority of the primary government’s corporate debt securities
are variable-rate securities, which adjust periodically to the
prevailing market interest rates. Because these securities frequently
reprice, interest rate risk is substantially reduced at each periodic
reset date. In the table above, variable-rate securities are presented
according to the length of time until the next reset date rather than
the stated maturity.

In addition, significant funds with a long-term investment
perspective have the following mix of investments (percentages are
of the fund’s total investments).
eUtah Educational Savings Plan Trust (private purpose trust) —
$1,801.334 million, 62.6 percent, in domestic equity mutual
fund securities; $724.616 million, 25.2 percent, in bond
mutual fund; $224.477 million, 7.8 percent, in international
equity mutual fund securities; and $126.541 million, 4.4
percent, in the Utah Public Treasurer’s Investment Fund.

eTrust Lands (permanent fund) — $459.827 million, 47.6
percent, in domestic equity mutual fund securities; $262.515
million, 27.2 percent, in bond mutual fund; $198.598 million,
20.5 percent, in international equity mutual fund securities;
and $45.279 million, 4.7 percent in real estate.

eState Post-Retirement Benefits Trust (pension and other
employee benefit trust funds) — $55.577 million, 61.3 percent,
in domestic equity mutual fund securities; $29.33 million,
32.3 percent, in bond mutual fund; and $5.757 million, 6.4
percent, in the Utah Public Treasurer’s Investment Fund.

eState Endowment Fund (special revenue fund) — $41.621
million, 38.0 percent, in domestic equity mutual fund
securities; $15.879 million, 14.5 percent, in bond mutual
fund; and $52.091 million, 47.5 percent, in the Utah Public
Treasurer’s Investment Fund.

(Table on next page.)
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Utah Retirement Systems
(pension and other employee benefit trust funds)
Investments at Fair Value
At December 31, 2009
(Expressed in Thousands)

Investment Type

Debt Securities — DOMESLIC .......ccvevieiereecrieecreecree e

Debt Securities — International ..............c.ccccovue.
Equity Securities — DOMESHIC .......ccvevvevrenriirrieienns
Equity Securities — International

Short-term Securities POOIS.........c.cceevevveieiciiic e

Mortgage Loans:

Real Estate NOES .........ccovviviriiieciicseecc e
ReAl ESAE ...
Private Equity (Venture Capital) ........ccccooevviininiiecece

ADSolute RETUMN ...
Equity Securities — Domestic (Pooled)

Mutual Fund — International...........ccccceveveeiieccie e,

Investments Held by Broker-dealers
Under Securities Lending Program:
U.S. Government and Agency Securities
Corporate Debt Securities — Domestic .........
Debt Securities — International...................

Equity Securities — DOMESHIC .......ccocerverveieiniieieceines
Equity Securities — International ............c.ccccoevniienennns

Total INVESIMENTS .....voveiiiiicereee e
Securities Lending Collateral Pool

Total INVESTMENTS ....occvveieiecieeciec et

Interest Rate Risk — Investments

Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment.

The primary government’s policy for managing interest rate risk is
to comply with the State’s Money Management Act. Section 51-7—
11 of the Act requires that the remaining term to maturity of
investments may not exceed the period of availability of the funds to
be invested. The Act further limits the remaining term to maturity
on all investments in commercial paper, bankers’ acceptances, fixed
rate negotiable deposits, and fixed rate corporate obligations to 270
365 days or less. In addition, variable rate negotiable deposits and
variable rate securities may not have a remaining term to final
maturity exceeding two years. Funds that follow Rule 2 of the
Money Management Council may not allow the dollar-weighted
average maturity of fixed-income securities to exceed ten years.

The Utah Retirement Systems (URS) (pension and other employee
benefit trust funds) manage their exposure to fair value loss arising
from increasing interest rates by complying with the following policy:

Total
Defined Defined All Systems
Benefit Contribution and Plans
$ 3,090,946 $ 1,338,147 $ 4,429,093
737,908 — 737,908
3,864,773 643,574 4,508,347
2,536,972 178,078 2,715,050
804,100 2,994 807,094
6,844 — 6,844
2,799,042 — 2,799,042
1,410,809 — 1,410,809
2,411,419 — 2,411,419
— 475,196 475,196
— 113,351 113,351
562,642 — 562,642
84,557 13,718 98,275
44,809 — 44,809
608,407 79,943 688,350
94,287 20,214 114,501
19,057,515 2,865,215 21,922,730
1,438,249 117,668 1,555,917
$ 20,495,764 $ 2,982,883 $ 23,478,647

e  For domestic debt securities managers, an individual debt
securities investment manager’s portfolio shall have an
effective duration between 75 and 125 percent of the effective
duration of the appropriate index.

e  The international debt securities investment managers shall
maintain an effective duration of their portfolio between 50
and 150 percent of the appropriate index.

Duration is a measure of a debt investment’s exposure to fair value
changes arising from changes in interest rates. It uses the present
value of cash flows, weighted for those cash flows as a percentage
of the investment’s full price.

The URS compares an investment’s effective duration against the
Barclays Capital Aggregate Index for domestic debt securities and
the Barclays Capital Global Aggregate Index for international debt
securities. The index range at December 31, 2009, was 3.4 — 5.7 for
domestic debt securities and 2.7 — 8.1 for international debt
securities. At December 31, 2009, no individual debt security
investment manager’s portfolio was outside of the policy guidelines.
At December 31, 2009, the following tables show the investments by
investment type, amount, and the effective weighted duration.

(Table on next page.)

71



State of Utah

Notes to the Financial Statements

Fiscal Year Ended June 30, 2010

Utah Retirement Systems

(pension and other employee benefit trust funds)

Debt Securities Investments, Domestic
At December 31, 2009
(Expressed in Thousands)

Defined Benefit Plans Defined Contribution Plans Total
Effective Weighted Effective Weighted  All Systems
Investment Fair Value Duration Fair Value Duration and Plans
Asset-backed Securities.........coovevvvvevreireennn. $ 130,615 0.65 $ 40914 0.65 $ 171,529
Commercial Mortgage-backed 157,518 4.07 52,341 2.67 209,859
Corporate Bonds..........cccovvvvviiieneienieienne 986,416 5.27 281,871 5.04 1,268,287
Fixed Income Derivatives — Futures............. (242,350) 0.34 — — (242,350)
Fixed Income Derivatives — Options ... 65 NA — — 65
Fixed Income Futures 242,350 NA — — 242,350
Government AGENCIES. ......ccvrververereerieeenennns 180,062 4.11 251,508 1.96 431,570
Government Bonds...........coeeeveivevieieiiienneenn, 506,551 9.01 23,723 2.28 530,274
Government Mortgage-backed Securities..... 1,322,557 2.92 270,826 2.01 1,593,383
Guaranteed Fixed Income................ 104,739 2.23 — — 104,739
Index Linked Government Bonds.... 57,893 3.51 — — 57,893
Municipal/Provincial Bonds............ 8,983 11.35 9,998 9.36 18,981
Non-government Backed C.M.Os................ 281,241 2.09 — — 281,241
Other Fixed INCOME ......ocevevvveiiiiiiiriiee e, 668 NA 101,620 NA 102,288
Other Liabilities (3,000) NA — — (3,000)
Other OPLioNS .....ccovreiiieie e 762 NA — — 762
Swap LiabilitieS ......c..cccevveeeviiicieieicsicie (9,742) NA — — (9,742)
SWAPS. c. vttt 12,817 NA — — 12,817
Treasury Inflation Protected Securities......... — NA 25,417 4,99 25,417
Treasury NOTES........ccccvvirene e — NA 278,681 4.77 278,681
Whole 10an CM.O.S...vivviiiiiiei e, — NA 14,966 — 14,966
Total Debt Securities Investments,
DOMESEIC.....cveireiieire ettt $ 3,738,145 4.66 $ 1,351,865 3.06 $ 5,090,010

Utah Retirement Systems

(pension and other employee benefit trust funds)

Debt Securities Investments, International
At December 31, 2009
(Expressed in Thousands)

Defined Benefit Plans

Effective Weighted

Investment Fair Value Duration
Asset backed Securities.........oovvvevivninnnns $ 3,302 1.59
Corporate Bonds..........cccooeeereicieneicieeanae 268,559 5.04
Fixed Income Derivative — Futures............... — NA
Fixed Income FULUrES..........ccocevvviererieeeiniens — NA
Government AQENCIES .......cvveivevierrerierieiannas 60,830 3.28
Government Bonds...........cccoeeveeeiiiieineineennn, 399,449 5.58
Index Linked Government Bonds.................. 2,293 5.89
Municipal/Provincial Bonds..............c..co....... 46,746 3.75
Non-government Backed C.M.Os................ 781 NA
Unittrustbonds.........coovvvviiiiin i 757 NA
Total Debt Securities Investments,

International ..........ccocoeviviiecceiecce e $ 782,717 5.09
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Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The primary government,
with the exception of the Utah Retirement Systems (URS) (pension
and other employee benefit trust funds), follows the Money
Management Act as previously discussed as its policy for reducing
exposure to investment credit risk.

The primary government’s rated debt investments as of June 30,
2010, with the exception of URS, were rated by Standard and Poor’s
and/or an equivalent nationally recognized statistical rating
organization and the ratings are presented below using the Standard
and Poor’s rating scale. Securities rated less than “A” met the
investment criteria at the time of purchase.

Primary Government Rated Debt Investments
(except pension and other employee benefit trust funds)
(Expressed in Thousands)

Fair Quality Ratings

Debt Investments Value AAA AA A BBB
U.S. AQENCIES ...vveereviecieecee e $ 94129 $ 90,991 $ 2306 $ — 3 —
Corporate Debt..........ccooeiiiiiiiiiiis $ 7,494,988 $ 45903 $ 816,659 $ 5,688,808 $ 943,618
Negotiable Certificates of Deposit $ 25282 % — $ 25020 $ — 8 —
Money Market Mutual Fund ................... $ 1625000 $ 205000 $ — 3 — 3 —
Commercial Paper.........cccocoovvcecerenunnnnn. $ 721579 $ — 3 —  $ — 3 —
Bond Mutual Fund .........cccccereriviniiiiinnnnen, $ 1,032,340 $ — 3 — 3 — 3 —
Repurchase Agreements — Underlying:

U.S. Treasuries ......ccovvrvrvererererererananns $ 1,731 $ — 3 — — —

U.S. AQENCIES ....ocvevereeereiciere e $ 3241 % 3241 % — 3 — 3 —

Continues Below

Quality Ratings

Unrated

Debt Investments Al*

U.S. AQENCIES .....vverevevcrerererererereeeeeeeeeaas $ —
Corporate Debt.......ccccccvrvvrrvreiieereenns $ —
Negotiable Certificates of Deposit .......... $ —
Money Market Mutual Fund ................... $ —
Commercial Paper $ 721,579

Bond Mutual Fund $ —
Repurchase Agreements — Underlying:
U.S. Treasuries .....cceoevererrreerenenrsrnnenns $ —
U.S. AQENCIES ... $ —

* Al is Commercial Paper rating

The URS expects its domestic debt securities investment managers
to maintain diversified portfolios by sector and by issuer using the
following guidelines:

e U.S. government and agency securities — no restriction.

e  Total portfolio quality shall maintain a minimum overall rating
of “A” (S&P) or equivalent rating.

e  Securities with a quality rating of below BBB- are considered
below investment grade. No more than 5 percent of an
investment manager’s assets at market with a single issuer of 1
percent of the total portfolio can be below investment grade.

e  Upon approval, a domestic debt securities investment manager
may invest up to 10 percent of the portfolio in non-U.S. dollar
denominated bonds.

e Upon approval, the international debt securities investment
managers may hold up to 25 percent of the market value of
their portfolios in securities rated below investment grade
(S&P index BBB- or Moody’s index Baa3). The remaining
assets shall have on average an investment grade rating.

© B @ B P OB A
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1,420,000

1,032,340

1,731

The weighted quality rating average of the domestic debt securities,
excluding pooled investments, at December 31, 2009, is AAA and
the fair value of below grade investments is $218.215 million or
5.84 percent of the domestic portfolio. The weighted quality rating
average of the international debt securities investments, at
December 31, 2009, is AA+ and the fair value of below grade
investments is $ 18.601 million or 2.38 percent of the international
portfolio.

The following table presents the URS credit risk ratings as of
December 31, 2009:

(Table on next page.)
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Utah Retirement Systems
(pension and other employee benefit trust funds)
Debt Securities Investments at Fair Value
At December 31, 2009
(Expressed in Thousands)

Defined
Contribution Total
Defined Benefit Plans Plans All Systems
Quality Rating Domestic  International Total Domestic and Plans
$ 1,186,873 $ 313,502 $ 1,500,375 $ 86,366 $ 1,586,741
96,175 17,929 114,104 1,416 115,520
25,679 81,363 107,042 29,562 136,604
68,529 58,044 126,573 9,693 136,266
78,800 72,056 150,856 93,795 244,651
238,398 59,219 297,617 32,528 330,145
93,257 43,779 137,036 28,516 165,552
104,805 47,932 152,737 94,750 247,487
76,055 43,199 119,254 28,105 147,359
81,151 27,093 108,244 36,019 144,263
20,417 1,703 22,120 — 22,120
17,130 6,754 23,884 9,974 33,858
12,376 — 12,376 5,635 18,011
7,645 — 7,645 — 7,645
12,813 1,358 14,171 10,467 24,638
41,975 3,382 45,357 25,264 70,621
131 — 131 — 131
40,401 — 40,401 — 40,401
— 1,213 1,213 — 1,213
15,275 — 15,275 — 15,275
— 547 547 — 547
1,523 — 1,523 — 1,523
48,528 3,644 52,172 25,528 77,700
Total credit risk
debt securities ........... 2,267,936 782,717 3,050,653 517,618 3,568,271
U.S. Government
and Agencies............. 1,337,579 — 1,337,579 834,247 2,171,826
Pooled investments....... 132,630 — 132,630 — 132,630
Total debt securities
investments ............... $ 3,738,145 $ 782,717 $ 4,520,862 $ 1,351,865 $ 5,872,727

Custodial Credit Risk — Investments investment policy regarding custodial credit risk for frictional cash
in foreign banks. URS also has $4 thousand of investments for
Custodial credit risk for investments is the risk that, in the event ofa which exposure to custodial credit risk could not be determined.
failure of the counter party, the State will not be able to recover the
value of the investment or collateral securities that are in the
possession of an outside party. The primary government does not

have a formal policy for custodial credit risk.

Concentration of Credit Risk — Investments

Concentration of credit risk is the risk of loss attributed to the
magnitude of a government’s investment in a single issuer.
The primary government’s investments at June 30, 2010, except

those of the Utah Retirement Systems (URS) (pension and other
employee benefit trust funds), were held by the State or in the
State’s name by the State’s custodial banks; except $4.972 million
of repurchase agreements where the underlying securities were
uninsured and held by the investment’s counterparty, not in the
name of the State.

At December 31, 2009, the URS investments were registered in the
name of URS and held by their custodians; however, there is $12.62
million frictional cash and cash equivalents subject to custodial risk
in foreign banks held in URS’ name, but because it is in foreign
banks it is subject to custodial risk. URS does not have an
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Except for the Utah Retirement Systems (URS) (pension and other
employee benefit trust funds), the primary government’s policy for
reducing this risk of loss is to comply with the Rules of the Money
Management Council. Rule 17 of the Money Management Council
limits investments in a single issuer of commercial paper and
corporate obligations to between 5 and 10 percent depending upon the
total dollar amount held in the portfolio. Funds that follow Rule 2 of
the Money Management Council are limited to investments in equity
securities and fixed income corporate securities to no more than 5
percent of all funds in any one issuer and no more than 25 percent of
all funds in any one industry. No more than 5 percent of all funds may
be invested in securities of a corporation that has been in continuous
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operation for less than three years. No more than 5 percent of the
outstanding voting securities of any one corporation may be held. In
addition, Rule 2 limits investment concentrations in certain types of
investments. The Money Management Council limitations do not
apply to securities issued by the U.S. government and its agencies.

The primary government had no debt securities investments at
June 30, 2010, with more than 5 percent of the total investments in
a single issuer.

The Utah Retirement Systems debt securities investments had no

single issuer investments at December 31, 2009, that exceed their

diversified portfolio by sector and by issuer using the following
guidelines:

e  AAA/Aaa Debt Securities — no more than 5 percent of an
investment manager’s assets at market with a single issuer.

e  AA-/Aa3 Debt Securities or higher — no more than 4 percent
of an investment manager’s assets at market with a single
issuer.

e  A-/A3 Debt Securities or higher — no more than 3 percent of
an investment manager’s assets at market with a single issuer.

e BBB-/Baa3 Debt Securities or higher — no more than 2
percent of an investment manager’s assets at market with a
single issuer.

e  For Debt Securities — no individual holding shall constitute
more than 10 percent of the market value of outstanding debt
of a single issuer with the exception of the U.S. government or
its agencies, or collateralized mortgage obligations.

e  For Domestic Equity Securities — no individual holdings shall
constitute more than 4 percent of the securities of any single
issuer. Also, no more than 8 percent of an investment
manager’s assets shall be invested in the equity or REIT
securities of any single issuer at market; or if specifically
authorized in the manager’s contract, the exposure of the
portfolio to any single issuer shall not exceed the greater of 5
percent of the portfolio value or 2 percent of the portfolio value
plus the benchmark weight measured at the time of purchase.

e  For International Equity Securities — no more than 8 percent of
an investment manager’s assets shall be invested in the equity or
REIT securities of any single issuer at market; or if specifically
authorized in the manager’s contract, the exposure of the
portfolio to any single issuer shall not exceed the greater of 5
percent of the portfolio value or 2 percent of the portfolio value
plus the benchmark weight measured at the time of purchase.

Foreign Currency Risk — Investments

Foreign currency risk is the risk that changes in exchange rates will
adversely affect the fair value of an investment or a deposit. The
primary government, except the Utah Retirement Systems (URS)
(pension and other employee benefit trust funds), does not have a
formal policy to limit foreign currency risk.

The Utah Educational Savings Plan Trust (private purpose trust) has
$224.477 million and the Trust Lands (permanent fund) has
$198.598 million invested in international equity funds. As such, no
currency denomination is presented.

The Utah Retirement Systems (URS) (pension and other employee
benefit trust funds), expect the International Securities Investment
Managers to maintain diversified portfolios by sector and by issuer
using the following guidelines:

e International investment managers invest in fixed income
instruments and equity instruments of corporations
headquartered outside of the United States unless specifically
authorized within the investment manager’s contract.

e Domestic investment managers are allowed to invest in
international corporations traded in American Depository
Receipts (ADR).

e Portfolios should be adequately diversified to limit foreign
currency and security risk.

Risk of loss arises from changes in currency exchange rates. URS

exposure to foreign currency risk is shown below.

(Table on next page.)
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Utah Retirement Systems

(pension and other employee benefit trust funds)

Foreign Currency Risk

International Investment Securities at Fair Value

At December 31, 2009
(Expressed in Thousands)

Defined
Contribution Total
Defined Benefit Plans Plans All Systems
Currency Short-term Debt Equity Total Equity and Plans
American Depository Receipts (ADR) US dollar...  $ — $ 8383 $ 897,067 $ 905450 $ — $ 905,450
ATGENLING PESO covvuvrierecicieire et ssessenns 2 — 131 133 — 133
Australian dollar .... 205 39,313 65,588 105,106 12,893 117,999
Brazilianreal................... — 12,713 13,155 25,868 — 25,868
British pound sterling .... . 872 91,047 327,309 419,228 32,440 451,668
Canadian dollar..........c.ccveeeeiveeeeeeeee e 1,763 57,681 71,246 130,690 6,685 137,375
Cayman Islands dollar.............ccooevenierenenierinnnns — 606 — 606 — 606
Chilean peso.........ccuuvne. — 1,310 — 1,310 — 1,310
Chinese yuan renminbi.. . — — 23,475 23,475 — 23,475
Croatian KuN@..........coceeiiiveeiieseeecess s e — 5,601 — 5,601 — 5,601
CZECh KOTUNA ... — — 123 123 — 123
Danish krone....... 54 24,212 5,666 29,932 636 30,568
EUIO o, 6,717 297,172 545,895 849,784 63,442 913,226
Hong Kong dollar-...... 64 — 53,483 53,547 6,291 59,838
Icelandic krona....... — 1,497 — 1,497 — 1,497
Indian rupee........ — — 5,525 5,525 — 5,525
Japanese yen... 159 48,553 382,692 431,404 39,619 471,023
Korean won............ — 17,619 17,364 34,983 — 34,983
Malaysian ringgit....... — 15,283 6,640 21,923 — 21,923
Mexican peso ........ccveerreeereenns — 26,141 — 26,141 — 26,141
Netherlands antillean gulden. — — 7,363 7,363 — 7,363
New Zealand dollar ............... 66 3,499 149 3,714 65 3,779
Norwegian krone........ 90 22,491 8,479 31,060 1,499 32,559
Panamanian balboa.... — 1,703 5,317 7,020 — 7,020
Philippines peso......... — — 1,804 1,804 — 1,804
Polish zloty.......cccoureerenne . — 27,913 — 27,913 — 27,913
Puerto Rico —US dollar .........cccoeevvveeeiverseeecesenne — — 4,908 4,908 — 4,908
Qatari MYal......c..ccvireereeerenneireinee s — 15,953 — 15,953 — 15,953
Russian Federation ruble... — 14,590 1,462 16,052 — 16,052
Singapore dollar................. 69 11,681 11,462 23,212 1,414 24,626
SWEdiSh KroNa.........c.civeicireieeee e 76 15,236 18,589 33,901 3,971 37,872
SWISS FraNC ..ottt 564 17,034 140,179 157,777 16,096 173,873
Taiwanese new dollar.... 1,892 — 6,900 8,792 — 8,792
Thai baht.........ccccovvvunee. — 2,596 1,250 3,846 — 3,846
Tunisian dinar .... — 735 — 735 — 735
Turkish lira........ccoocoveevvernnnen. — — 5,915 5,915 — 5,915
United Arab Emirates dirham...... . — 2,155 2,123 4,278 — 4,278
Pooled International INnvestments ............ccccovveevenrenee. — — — — 126,592 126,592
Total Securities Subject to
Foreign Currency RisK...........cooeviererisireiersinnn, $ 12593 $ 782,717 $ 2,631,259 $ 3426569 $ 311,643 $ 3,738,212
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B. Component Units
Custodial Credit Risk — Deposits

The custodial credit risk for deposits is the risk that in the event of a
bank failure, the component unit’s deposits may not be recovered.

The component units follow the Money Management Act by
making deposits only in qualified financial institutions in
accordance with the Act. The deposits in the bank in excess of the
insured amount are uninsured and uncollateralized. Deposits are not
collateralized nor are they required to be by state statute. The
deposits for the component units at June 30, 2010, were $268.279
million. Of these, $243.982 million were exposed to custodial credit
risk as uninsured and uncollateralized.

Investments

The component units follow the applicable investing criteria
described above for the primary government, with the exception of
Utah Housing Corporation and Public Employees Health Program
which are exempt from the Money Management Act.

College and university funds from gifts, private grants, and the
corpus of funds functioning as endowments are invested according

to the requirements of the Uniform Prudent Management of
Institutional Funds Act (UPMIFA) and State Board of Regents Rule
541, Management and Reporting of Institutional Investments (Rule
541) or separate endowment investment policies which have been
approved by their Board of Trustees and by the Board of Regents.
The UPMIFA and Rule 541 allow the Entity to invest endowment
funds (including gifts, devises, or bequests of property of any kind
from any source) in any investments allowed by the Money
Management Act or any of the following subject to satisfying
certain criteria: professionally managed pooled or commingled
investment funds registered with the Securities and Exchange
Commission or the Comptroller of the Currency (e.g., mutual
funds); professionally managed pooled or commingled investment
funds created under 501(f) of the Internal Revenue Code which
satisfy the conditions for exemption from registration under Section
3(c) of the Investment Company Act of 1940; any investment made
in accordance with the donor’s directions in a written instrument;
and any alternative investment funds that derive returns primarily
from high yield and distressed debt (hedged or non-hedged), private
capital (including venture capital, private equity, both domestic and
international), natural resources, and private real estate assets or
absolute return and long/short hedge funds.

The component units’ debt investments at June 30, 2010, are
presented below.

Component Units Debt Securities Investments
(Expressed in Thousands)

Investment Maturities (in years)

Fair Less More

Investment Type Value Than 1 1-5 6-10 11-20 Than 20
U.S. TrEASUIIES .ecvvecvreieiteeerectresre e eere e eneere s $ 558947 $ 219,609 $ 338258 $ 55 §$ 1,025 $ —
Government National Mortgage Association......... 7 — — — 7 —
U.S. AQENCIES .. .vineeenieeeerieicsiee s 790,811 334,213 113,606 79,588 202,397 61,007
Corporate DEeDL........c.cevreerieeieree e 229,535 140,046 32,442 50,515 5,791 741
Commercial Paper 22,762 22,762 — — — —
Money Market Mutual Funds.............cccooceevrennnne. 401,734 401,734 — — — —
Negotiable Certificates of Deposit.........c..ccceevnee. 1,525 1,076 449 — — —
Municipal/Public Bonds 11,847 152 538 5,246 5,911 —
Repurchase Agreements 43,904 43,904 — — — —
Guaranteed Investment Contracts ............cceevernenne 108,204 23,351 1,241 5,242 78,370 —
Bond Mutual FUNds...........ccceevevveiiivirieece e 252,525 142 52,101 177,195 23,087 —
Securities Lending Cash Collateral Pool............... 12,787 12,787 — — — —
Utah Public Treasurer’s Investment Fund............. 475,132 475,132 — — — —

Total Debt Securities Investments $ 2,909,720 $ 1674908 $ 538635 $ 317,841 $ 316,588 $ 61,748

Interest Rate Risk — Investments

Interest rate risk is the risk that changes in interest rates will
adversely affect the fair value of an investment. The component
units” policy for managing interest rate risk is the same as described
above for the primary government.
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Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The component units’
policy for reducing exposure to investment credit risk is the same as
described above for the primary government. The component units’
debt investments as of June 30, 2010, were rated by Standard and
Poor’s and/or an equivalent nationally recognized statistical rating
organization and the ratings are presented below using the Standard
and Poor’s rating scale.
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Component Units Rated Debt Investments
(Expressed in Thousands)

Fair Quality Ratings

Debt Investments Value AAA AA A BBB
U.S. AQENCIES......cvevevireiiereterceeee e $ 790,811 $ 784,664 $ — $ 6,147 $ —
Corporate Debt........ccocevvviriiiiiiiiinc e, $ 229,535 $ — $ 35,675 $ 125,877 $ 45,353
Commercial Paper.........ccooeveveeeveiiiinievevenennn, $ 22,762 $ — $ — $ — $ —
Money Market Mutual Funds $ 401,734 $ 330,651 $ — $ — $ —
Negotiable Certificates of Deposit.................. $ 1525 $ — $ — $ — $ —
Municipal/Public Bonds..........ccccccevevvvevecncnns $ 11,847 $ 9,009 $ — $ 2,748 $ —
Guaranteed Investment Contracts.................... $ 108,204 $ — $ — $ — $ —
Bond Mutual Funds .........ccoceevveveeeeeeeeeeene $ 252,525 $ — $ 1,668 $ 1,017 $ 307
Securities Lending Cash Collateral Pool......... $ 12,787 $ — $ — $ — $ —
Utah Public Treasurer’s Investment Fund....... $ 475,132 $ — $ — $ — $ —
Repurchase Agreements — Underlying:

U.S. AQENCIES......veveverereeeercrerereeeeese e $ 6,781 $ 1,788 $ — $ — $ —

Money Market Mutual Funds $ 37,123 $ — $ — $ — $ —

Continues Below
Quality Ratings

Debt Investments BB B Al ~* Unrated
U.S. AQENCIES......covererririieieiererenie e $ — $ — $ — $ —
Corporate Debt.........cccoevveviiiiiiiiieecces $ 3,457 $ 1,327 $ — $ 17,846
Commercial Paper.........cccevevoveveeveieinniererenennn, $ — $ — $ 22,762 $ —
Money Market Mutual Funds ...........cccvevveee $ — $ — $ — $ 71,083
Negotiable Certificates of Deposit.................. $ — $ — $ — $ 1,525
Municipal/Public Bonds.........cccccoovvevrevnnnne. $ — $ 90 $ — $ —
Guaranteed Investment Contracts................... $ — $ — $ — $ 108,204
Bond Mutual FuNds ..........ccccveeiieeiieiieieinens $ — $ 190 $ — $ 249,343
Securities Lending Cash Collateral Pool......... $ — $ — $ — $ 12,787
Utah Public Treasurer’s Investment Fund....... $ — $ — $ — $ 475,132
Repurchase Agreements — Underlying:

U.S. AQENCIES....vcverieerereeerieieresieesiereseenenas $ — $ — $ — $ 4,993

Money Market Mutual Funds .................... $ — $ — $ — $ 37,123

* Al is Commercial Paper rating

Custodial Credit Risk — Investments

Custodial credit risk for investments is the risk that, in the event of a
failure of the counter party, the component units will not be able to
recover the value of the investment or collateral securities that are in
the possession of an outside party. The component units do not have
a formal policy for custodial credit risk.

The various component units’ investments at June 30, 2010, were
held by the component unit or in the name of the component unit by
the component unit’s custodial bank or trustee, except the following
which were uninsured, were not registered in the name of the
component unit, and were held by (expressed in thousands):

Counterparty

U.S. Treasuries .....cocoveererirererrnrerenns $ 506,501
U.S. AQENCIES ..coeevvviieieieieieees e $ 432,746
Corporate Debt $ 3,823
Repurchase Agreements ..................... $ 11,620
Equity Securities — Domestic.............. $ 5,177
Counterparty’s Trust Department or Agent
U.S. Treasuries ........ccceeune.. $ 44877
U.S. AgENCIES ..o $ 85,712
Corporate Debt.........c.coceuee $ 92,183
Repurchase Agreements $ 32,284
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Concentration of Credit Risk — Investments

Concentration of credit risk is the risk of loss attributed to the
magnitude of a government’s investment in a single issuer. Except
for Utah Housing Corporation and Public Employees Health
Program, the component units’ policy for reducing this risk of loss
is the same as described above for the primary government for non-
endowment funds. For college and university endowments funds,
their policy for reducing this risk of loss is to follow the Uniform
Prudent Management of Institutional Funds Act (UPMIFA) and
State Board of Regents Rule 541, Management and Reporting of
Institutional Investments (Rule 541) or separate endowment
investment policies which have been approved by their Board of
Trustees and by the Board of Regents.

The Utah Housing Corporation places no limit on the amount the
Corporation may invest in any one issuer. More than five percent of
the Corporation's investments are in the Federal National Mortgage
Association, Government National Mortgage Association, CDC
Guaranteed Investment Contracts, and Trinity. These investments
are 12.94 percent, 14.24 percent, 5.45 percent and 5.37 percent,
respectively, of the Corporation's total investments.

Public Employees Health Program’s policy limits the amount that
may be invested in any one issuer to between 2 and 5 percent,
depending on the credit rating of the security. There is no limit to
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investments in U.S. Government and Agency Securities. All
investments are within policy limits.

Utah State University held more than 5 percent of total investments
in securities of American Express, the Federal Home Loan Bank,
the Federal National Mortgage Association, and Freddie Mac. These
investments represent 5.9 percent, 22.7 percent, 14.5 percent, and
5.9 percent, respectively, of the University's total investments.

Foreign Currency Risk — Investments

Foreign currency risk is the risk that changes in exchange rates will
adversely affect the fair value of an investment or a deposit. The
component units do not have a formal policy to limit foreign
currency risk. Dixie State College of Utah—Foundation (nonmajor
component unit) has $1.334 million invested in international
equities and, as such, no currency denomination is presented.

C. Securities Lending

The Utah Retirement Systems (URS) (pension and other employee
benefit trust funds) and the Public Employees Health Program
(PEHP) (component unit) participate in security lending programs
as authorized by their Boards. Under these programs, securities are
transferred to an independent broker or dealer in exchange for
collateral in the form of cash, government securities, and
irrevocable bank letters of credit equal to approximately 103 percent
and 102 percent of the market value of the domestic securities on
loan (respectively for URS and PEHP) and 105 percent of the
market value of the international securities on loan (URS only), with
a simultaneous agreement to return the collateral for the same
securities in the future. For both state entities, their custodial bank is
the agent for its securities lending program. Securities under loan
are maintained in the financial records, and corresponding liabilities
are recorded for market value of the collateral received.

At yearend, neither the Utah Retirement Systems nor Public
Employees Health Program had any credit risk exposure to
borrowers because the collateral exceeded the amount borrowed.
The securities on loan at yearend for the entities were $1.509 billion
and $12.483 million, respectively, and the collateral received for
those securities on loan was $1.556 billion and $12.787 million,
respectively. Under the terms of the lending agreement, both state
entities are indemnified against loss should the lending agent be
unable to recover borrowed securities and distributions due to
borrower insolvency or failure of the lending agent to properly
evaluate the creditworthiness of the borrower. In addition, they are
indemnified against loss should the lending agent fail to demand
adequate and appropriate collateral on a timely basis. All securities
loaned can be terminated on demand by either the state entity or the
borrower. Cash collateral is invested in the lending agent’s short-
term investment pool.

The short-term investment pool guidelines specify that a minimum
of 20 percent of the invested cash collateral is to be available each
business day and that the dollar weighted average maturity of
holdings should not exceed 60 days. The relationship between the
maturities of the short-term investment pool and each of the state
entities’ loans is affected by the maturities of the securities loans
made by other entities that use the agent’s pool, which the state
entities cannot determine. Since the securities lending collateral is in
a pool maintained by the custodial bank, the state entities do not
have the ability to pledge or sell the securities, and it is not
necessary to report the total income and expenses of securities
lending.
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D. Derivative Financial Instruments
Utah Retirement Systems

The Utah Retirement Systems (URS) (pension and other employee
benefit trust funds) invests in derivative financial investments as
authorized by Board policy. Derivatives are financial arrangements
between two parties whose payments are based on, or “derived”
from, the performance of some agreed-upon benchmark. All
derivatives are considered investments and their fair value is
reported in the Statement of Fiduciary Net Assets—Pension and
Other Employee Benefit Trust Funds. By policy, portfolio liabilities
associated with investments shall be backed by cash equivalents or
deliverable securities. URS does not have a policy regarding master
netting arrangements. At December 31, 2009, URS had five types of
derivative financial instruments: futures, currency forwards, options,
swaps, and Synthetic Guaranteed Investment Contracts.

Futures represent commitments to purchase (asset) or sell (liability)
securities at a future date and at a specified price. Futures contracts
are traded on organized exchanges (exchange traded) thereby
minimizing URS’ credit risk. The net change in the futures contracts
value is settled daily in cash with the exchanges. Net gains or losses
resulting from the daily settlements are included with trading
account securities gains or losses in the Statement of Changes in
Fiduciary Net Assets. At December 31, 2009 and December 31,
2008, URS’ investments had the following notional futures balances
(expressed in thousands):

Futures 2009 2008
Notional Notional
Value Value
Cash and Cash Equivalent Derivative:
$32,136 $373,887
(6,704) (27,148)
[T 363,221 446,893
1] 210] o A (189,853) —
Fixed Income:
LONG..iiiiiiiiiiiiiien e 150,237 180,978
ShOrt o, (392,587) (619,353)

$(43,550) $ 355,257

Currency forwards represent forward foreign exchange contracts
that are entered into in order to hedge the exposure to changes in
foreign currency exchange rate on the foreign currency dominated
portfolio holdings. A forward foreign exchange contract is a
commitment to purchase or sell a foreign currency at a future date at
a negotiated forward rate. The gain or loss arising from the
difference between the original contracts and the closing of such
contracts is included in net realized gains or losses on foreign
currency related transactions. At December 31, 2009 and December
31, 2008, URS investments included the following currency
forwards balances (expressed in thousands):

Currency Forwards 2009 2008
Fair Fair
Value Value
Forwards Subject to Foreign Currency Risk
(pending foreign exchange sales):
Defined Benefit Plans.................. $(2,862) $ 1,268
Defined Contribution Plans......... 1) —

Options represent or give buyers the right, but not the obligation, to
buy (call) or sell (put) an asset at a preset price over a specified
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period. The option’s price is usually a small percentage of the
underlying asset’s value. As a writer of financial options, URS
receives a premium at the outset of the agreement and bears the risk
of an unfavorable change in the price of the financial instrument
underlying the option. As a purchaser of financial options, URS
pays a premium at the outset of the agreement and the counterparty
bears the risk of an unfavorable change in the price of the financial
instrument underlying the option. At December 31, 2009 and
December 31, 2008, URS investments had the following options
balances (expressed in thousands):

Options 2009 2008
Notional Notional
Market Market
Value Value
Cash and Cash Equivalent:
Call $ (333) $ (626)
PUL.o e (209) (12)
Equity:
(OF: 1 1 I (8) —
PUL e (271) —
Fixed Income:
Call v 65 (1,276)
PUL oo — (1,209)
Swaptions:
(OF: 11 IR 1,381 (3,667)
(618) (798)
$ 7 $ (7,587)

URS has entered into various interest rate swap agreements in an
attempt to manage their exposure to interest rate risk. Interest rate
risk represents the exposure to fair value losses arising from the
future changes in prevailing market interest rates. Swaps represent
an agreement between two or more parties to exchange sequences of
cash flows over a period in the future. In the most common type of
interest rate swap arrangement, one party agrees to pay fixed
interest payments on designated dates to a counter party who, in
turn, agrees to make return interest payments that float with some
reference rate. Most of the interest rate swaps were purchased in
connection with variable real estate debt. Those interest rate swaps
allowed URS to effectively convert most of their long term variable
interest rate credit facility loans into fixed interest rate loans,
thereby mitigating some of their interest rate risk. Gains and losses
on swaps are determined based on market values and are recorded in
the Statement of Changes in Fiduciary Net Assets. Swap market
values are determined by an independent third party. At
December 31, 2009 and December 31, 2008, URS investments had
the swap market value balances as shown in the table below.

Utah Retirement Systems
(pension and other employee benefit trust funds)
Interest Rate Swaps
December 31, 2009
(Expressed in Thousands)

2009 2008
Outstanding URS Counterparty Maturity Fair Fair
Notional Amount* Rate** Rate** Date Value Value
Real Estate Portfolio
Interest Rate Swaps:
$ 1,137,699 4.057 % — 5.464 % One Month LIBOR 2010-2021 $ (100,104) $ (164,945)
Fixed Income Portfolio
Interest Rate Swaps:
$ 527,520 3.500 % —5.067 %  Three Month LIBOR 2009-2019 $ (8,667) $ (53,662)
620,200 Three Month LIBOR  3.416 % — 5.503 % 2009-2027 11,743 60,743
Total Fixed Income
Interest Rate Swaps $ 1,147,720 $ 3076 $ 7,081

*  Base used to calculate interest
** London Interbank Offered Rate (LIBOR)

Derivatives which are exchange traded are not subject to credit risk.
No derivatives held are subject to custodial credit risk. The
maximum loss that would be recognized at December 31, 2009, if
all counterparties fail to perform as contracted is $20.598 million.
The maximum exposure is reduced by $9.445 million in collateral
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held and $19.62 million of liabilities, resulting in no net exposure to
credit risk. Credit ratings for the wrap contracts associated with the
Synthetic Guaranteed Investment Contracts are noted below. At
December 31, 2009, the counterparties’ credit ratings for currency
forwards, swaptions, and swaps are subject to credit risk.
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Utah Retirement Systems
(pension and other employee benefit trust funds)
Credit Risk Derivatives at Fair Value
December 31, 2009
(Expressed in Thousands)

Quality Rating Forwards Options Swaps Total
AA $ (2574 $ — $ (12,863) $ (15,437)
AA- 2,485 — — 2,485
A+ (2,178) 762 2,225 809
A 115 — (86,389) (86,274)
A- (711) — — (711)
Total $  (2,863) $ 762 $ (97,027) $ (99,128)

In the URS Defined Contribution Plans, members are able to
participate in Synthetic Guaranteed Investment Contracts (SGICs).
The SGICs are fully benefit responsive which means that URS is
prohibited from assigning and selling the contract or its proceeds to
a third party without the consent of the issuer. Prospective interest
crediting rate adjustments are provided to plan participants. The
SGICs provide assurance that the probability of future rate
adjustments resulting in an interest crediting rate less than zero is

remote. The underlying investments are high credit quality
averaging AA+ and therefore credit loss is remote. The terms of the
SGICs require all plan participants to initiate transactions with the
fund at contract value. The contract value is the fair value (cost plus
accrued interest). The fair value of these contracts at December 31,
2009 is $856.36 million and the market value is $849.101 million.
Credit ratings for the wrap contracts associated with the Synthetic
Guaranteed Investment Contracts are also noted below.

Utah Retirement Systems
(pension and other employee benefit trust funds)
Synthetic Guaranteed Investment Contracts Underlying Investments*
December 31, 2009
(Expressed in Thousands)
Intermediate Government Credit

1-5 Year Government Credit Total Underlying Investments

Fair Market Fair Market Fair Market
Value Value Value Value Value Value

Asset Backed Securities..................... $ 11,977 $ 11,771 $ 12,197 $ 7,843 $ 24174 $ 19,614
Agencies 197,548 194,142 58,585 129,365 256,133 323,507
COrPOrateS .......evveeeeieeereeieeseeerenneneas 13,999 13,758 62,944 9,168 76,943 22,926
Mortgage Backed Securities.............. 60,042 59,007 22,299 39,319 82,341 98,326
TrEASUNIES ...t 189,563 186,295 121,495 124,136 311,058 310,431
Commercial Mortgage Back Securities 31,836 31,287 21,015 20,848 52,851 52,135
Cash ..o 13,533 13,300 39,327 8,862 52,860 22,162

$ 518,498 $ 509,560 $ 337,862 $ 339,541 $ 856,360 $ 849,101
* New Investment Contracts — 2008 information not available

Utah Retirement Systems
(pension and other employee benefit trust funds)
Wrap Contracts
December 31, 2009
(Expressed in Thousands)
Fair Value Market Value Rate Duration Quality Ratings
Issued Wrap Contracts $ 856,360 $ 849,101 1.72% — 3.63% 2.60 - 3.67 AAA - A+
RepUIChase......c.cooereieieeee e 27,864 27,864 0.12%
TOtal ..o $ 884,224 $ 876,965
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Utah Housing Corporation

The following are disclosures for derivative financial instruments
held by Utah Housing Corporation (major component unit).

Objective — In order to protect against the potential of rising
interest rates on its variable rate debt, the Corporation has entered
into 76 separate pay-fixed, receive-variable interest rate swaps as of
June 30, 2010. Based on the assumption that the payments on the
variable rate debt will be substantially offset by the receipts on the
interest rate swaps, the net cost associated with the synthetic fixed
rate structure over the life of the bonds will be less than what the
Corporation would have paid had it issued fixed rate debt. The

Corporation’s swaps are all similar in nature and summary
information is included in this report. More detailed information
about each swap is included in the Corporation’s separately issued
financial statements.

Terms, Fair Values, and Credit Risk — The terms, including the
fair values of the outstanding swaps as of June 30, 2010, are
summarized below. The notional amounts of the swaps matched the
principal amounts of the associated debt at the time of issuance.
Except as discussed under rollover risk, the Corporation’s swap
agreements contain scheduled reductions to outstanding notional
amounts that are expected to approximately follow scheduled or
anticipated reductions in the associated bonds payable.

Utah Housing Corporation
Interest Rate Swap Agreements
June 30, 2010
(Expressed in Thousands)

Fixed

Outstanding Rate Paid Variable Rate Swap
Notional Effective by the Received from Fair Termination

Amount Dates Corporation Counterparty Values Dates
$ 519,005 2008 3.920 % to 5.610 % SIFMA* plus .27 % $ (68,851) 2021 - 2030
124,000 2008 3.730 % to 4.253 % SIFMA* plus .11 % (15,952) 2026 — 2030
37,450 2008 3.713 % to 4.000 % SIFMA* plus .08 % (3,592) 2028 — 2032

14,000 2008 3.299 % to 3.299 % SIFMA* (979) 2023
30,800 2008 4.640 %t07.760 %  LIBOR** plus .15 % (3,407) 2010 - 2020

25,610 2008 5.301 % t05.545%  LIBOR** plus .01 % (2,333) 2038

$ 750,865 $ (95,114)

*  Securities Industry and Financial Markets Association
** London Interbank Offered Rate

Fair Values — The fair values of swaps are a function of market
interest rates and the remaining term on the swap contracts. The fair
values of the swap contracts were estimated using the zero-coupon
method. This method calculates the future net settlement payments
required by the swap, assuming that the current forward rates
implied by the yield curve correctly anticipate future spot interest
rates. These payments are then discounted using the spot rates
implied by the current yield curve for hypothetical zero-coupon
bonds due on the date of each future net settlement on the swaps.
Changes in the fair value of a hedging derivative (such as the
Corporation’s pay-fixed, receive-variable interest rate swap
contracts) are reported as either deferred inflows or deferred outflow
of resources in the balance sheet as long as the hedge is deemed
effective. Management has recorded a deferred outflow of resources
in non-current assets, and derivative instrument swap liability in
non-current liabilities in the amount of $95.1 million as of June 30,
2010, compared to $73.8 million in the prior year, resulting in an
overall decrease in the change in fair value of $21.3 million.

Credit Risk — The Corporation executes derivative instruments
interest rate swap transactions with two counterparties, Barclays
Bank and Deutsche Bank. The credit ratings for each of the
counterparties is Aa3/AA-. The Corporation’s swap contracts do not
require it to post collateral at anytime. The Corporation believes that
the high credit rating by both parties will mitigate most credit risk
associated with the derivatives’ fair value. During the year ended
June 30, 2009, the Corporation received a net gain of $8.903 million
in connection with the replacement of their swaps. This net gain is
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represented in the financial statements as deferred revenue and is
being amortized over the life of the swap agreements. The ability to
acquire replacement swaps demonstrates a strong mitigating factor
associated with credit and fair value risks.

Basis Risk — The Corporation’s tax-exempt variable-rate bond
coupon payments have historically been substantially the same as
the SIFMA rate. Its taxable variable-rate bond coupon payments
have historically been substantially the same as the LIBOR rate. At
June 30, 2010, the weighted average interest rate on Corporation’s
variable-rate hedged debt is 0.28 percent, while the SIFMA swap
index is 0.25 percent and the month LIBOR is 0.35 percent. As the
interest rate swaps pay a variable rate based on the SIFMA rate (tax-
exempt debt), or the LIBOR rate (taxable debt), the Corporation
therefore has limited exposure to basis risk except as disclosed
under the Tax/Cross-over Risk.

Tax / Cross-over Risk — Forty-nine of the Corporation’s SIFMA
based swaps are exposed to additional basis risk if the LIBOR rate is
3.5 percent or greater and in some cases 4 percent or greater. When
the LIBOR rate is greater than 3.5 percent or 4 percent, the provider
will pay the Corporation 68 percent of the LIBOR rate, rather than
the SIFMA rate. Historically, on average, 68 percent of the LIBOR
rate has been substantially the same as the Corporation’s tax-exempt
variable-rate bond coupon payments. However, this relationship has
been subject to more basis risk than the relationship between
SIFMA and the Corporations tax-exempt variable-rate bond
payments.
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Termination Risk — The Corporation or the counterparty may
terminate any of the swaps if the other party fails to perform under
the terms of the contract. In addition, the Corporation has the option
to terminate at any time at market rates (i.e., fair value adjusted for
the counterparty’s transaction costs).

Rollover Risk — The Corporation is exposed to rollover risk on
swaps that mature or may be terminated prior to the maturity of
the associated debt. When these swaps terminate, or in the case of
the termination option, the Corporation will not realize the
synthetic rate offered by the swaps on the underlying debt issues.
As of June 30, 2010, the Corporation’s swap termination dates
ranged from 0 to 24.5 years prior to the maturity dates of the
associated debt.

NOTE 4. INVESTMENT POOL

The Utah State Treasurer’s Office operates the Public Treasurer’s
Investment Fund (PTIF) investment pool. The PTIF is available for
investment of funds administered by any Utah public treasurer.
Participation is not required and no minimum balance or
minimum/maximum transaction is required. State agencies and
funds that are authorized to earn interest also invest in the PTIF as
an internal investment pool. No separate report as an external
investment pool has been issued for the PTIF.

The PTIF is not registered with the SEC as an investment company

and is not rated. The PTIF is authorized and regulated by the Utah
Money Management Act, (Utah Code Title 51, Chapter 7). The Act
establishes the Money Management Council, which oversees the
activities of the State Treasurer and the PTIF. The Act lists the
investments that are authorized which are high-grade securities and,
therefore, minimizes credit risk except in the most unusual and
unforeseen circumstances.

Deposits in the PTIF are not insured or otherwise guaranteed by the
State of Utah, and participants share proportionally in any realized
gains or losses on investments.

The PTIF operates and reports to participants on an amortized cost
basis. The income, gains, and losses, net of administration fees, of
the PTIF are allocated to participants on the ratio of the participant’s
share to the total funds in the PTIF based on the participant’s
average daily balance. The PTIF allocates income and issues
statements on a monthly basis. Twice a year, at June 30 and
December 31, which are the accounting periods for public entities,
the investments are valued at fair value and participants are
informed of the fair value valuation factor that enables them to
adjust their statement balances to fair value.

The PTIF condensed financial statements, inclusive of external and
internal participants along with the portfolio statistics for the fiscal
year ended June 30, 2010, are as follows:

Public Treasurer’s Investment Fund
Statement of Net Assets
June 30, 2010
(Expressed in Thousands)

Assets

Cash and Cash Equivalents...................
INVESIMENTS ...

Total ASSELS......covvvveerreireenenn,

Net Assets Consist of:

External Participant Account Balances
Internal Participant Account Balances:

Primary Government...
Component Units.........

Unrealized Gains/LOSSES...........covervenenn
Net ASSEtS ....c.oeeeeeveeeeiieeene,

Participant Account Balance Net Asset Valuation Factor......

2,015,907
7,942,667

s 9,958,574

$ 6,324,043

3,151,077
482,609

............................ 845

$ 9,958,574

1.00385638

(Notes continue on next page)
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Public Treasurer’s Investment Fund
Statement of Changes in Net Assets
For the Fiscal Year Ended June 30, 2010
(Expressed in Thousands)

Additions
Pool Participant DepOSItS .........ecevvveriieiriiseeneenesienas $ 11,362,162
Investment Income:
Investment Earnings ..........ocooevereiiieniniencne e 114,250
Fair Value Increases (DeCreases) ........ccoveeeereruereenn (12,425)
Total Investment Income 101,825
Less Administrative Expenses (352)
Net Investment INCOME..........ccecvvivrinenencnenn 101,473
Total Additions .......coevevceeeeiciee e, 11,463,635
Deductions
Pool Participant Withdrawals 10,981,815
Earnings Distributions...........ccccoovvviiiiiiiivcseseecece s 104,247
Total Deductions.........ccoceevreernineenenes 11,086,062
Net Increase/(Decrease) From Operations 377,573
Net Assets
Beginning of Year.........ccocovveieiiieii e 9,581,001
Net Assets — End of Year $ 9,958,574
Public Treasurer’s Investment Fund
Portfolio Statistics
June 30, 2010
Range Weighted
of Average
Yields Maturity
Money Market Mutual Fund ......................... 0.19 % - 0.60 % 1.00 days
Certificates of Deposit — Negotiable ............. 0.45% -0.45% 27.00 days
Certificates of Deposit — Nonnegotiable ....... 0.60 % -0.75 % 70.00 days
U.S. AQENCIES ...o.viiiieiciee e 0.50 % - 2.01 % 320.22 days
Corporate Bonds and NOtes..........ccceevrvrnenn. 0.25 % - 7.00 % 89.16 days
Commercial Paper..........ccoovoeveiencinienceene 0.25% -0.75% 33.54 days
June 30, 2010
Weighted Average
Average Adjusted
Yield Maturity
Total Investment Fund...........ccccooeoviiiiiennnne 0.83 % 72.61 days



State of Utah

Notes to the Financial Statements

Fiscal Year Ended June 30, 2010

Deposits and Investments

The following disclosure of deposits and investments is for the
PTIF, which includes external and internal participants. These assets
are also included in the Note 3 disclosures of deposits and
investments for the primary government. To avoid duplication,
some of the detailed information in Note 3 has not been repeated in
this note.

Custodial Credit Risk — Deposits

The custodial credit risk for deposits is the risk that in the event of a
bank failure, the PTIF’s deposits may not be recovered. The PTIF
follows the Money Management Act by making deposits only in
qualified financial institutions in accordance with the Act.

The deposits in the bank in excess of the insured amount are
uninsured and uncollateralized. Deposits are not collateralized nor
are they required to be by state statute. The deposits for the PTIF at
June 30, 2010, were $2.001 million. Of those, $1.5 million were
exposed to custodial credit risk as uninsured and uncollateralized.

Investments
The PTIF follows the Money Management Act by investing only in
securities authorized in the Act. See Note 3 for information on

authorized investments.

The PTIF investments at June 30, 2010, are presented below.

Public Treasurer’s Investment Fund Investments
(Expressed in Thousands)

Investment Maturities (in years)

Fair Less

Investment Type Value Than 1 1-5
Debt Securities
U.S. AQENCIES ...oeeeerieieeeiec e $ 90,106 $ 65,047 $ 25,059
Corporate Bonds and Notes............... 7,477,783 7,477,783 —
Negotiable Certificates of Deposit..... 25,020 25,020 —
Money Market Mutual Fund.............. 1,625,000 1,625,000 —
Commercial Paper ........ccocoeevvevvenenas 701,105 701,105 —

$ 9,919,014 $ 9,893,955 $ 25,059

The majority of the PTIF’s U.S. agencies and corporate debt
securities are variable-rate securities, most of which reset every
three months to the market interest rate. Because these securities
frequently reprice to prevailing market rates, interest rate risk is
substantially reduced at each periodic reset date. In the table above,
variable-rate securities are presented according to the length of time
until the next reset date rather than the stated maturity.

Interest Rate Risk — Investments
Interest rate risk is the risk that changes in interest rates will

adversely affect the fair value of an investment. The PTIF’s policy
for managing interest rate risk is to comply with the State’s Money

Management Act. See Note 3 for information on requirements of the
Act related to interest rate risk.

Credit Risk of Debt Securities

Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligations. The PTIF follows the
Money Management Act as its policy for reducing exposure to
investment credit risk. The PTIF’s rated debt investments as of
June 30, 2010, were rated by Standard and Poor’s and/or an
equivalent nationally recognized statistical rating organization and
the ratings are presented below using the Standard and Poor’s
rating scale.

(Notes continue on next page)
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Public Treasurer’s Investment Fund Rated Debt Investments
(Expressed in Thousands)

Fair Quality Ratings
Rated Debt Investments Value AAA AA A BBB
U.S. AQENCIES. ...cveeeeeerercineeininienn. $ 90,106 $ 90,106 $ — 3 — $ —
Corporate Bonds and Notes.......... $ 7,477,783 $ 45,903 $ 814,111 $ 5,678,250 $ 939,519
Negotiable Certificates of Deposit $ 25020 $ — $ 25020 $ — $ —
Money Market Mutual Fund......... $ 1,625,000 $ 205,000 $ — $ — $ —
Commercial Paper.........ccoovvvveunes $ 701,105 $ — $ — $ — $ —

Quality Ratings

Continues Below

Rated Debt Investments Al*

Not Rated

U.S. AQENCIES.....cevvrerirereriierenan, $
Corporate Bonds and Notes........... $
Negotiable Certificates of Deposit $ —
Money Market Mutual Fund.......... $
Commercial Paper..........cccccoeee.... $

* Al is Commercial Paper rating

Concentration of Credit Risk — Investments

Concentration of credit risk is the risk of loss attributed to the
magnitude of a government’s investment in a single issuer. The
PTIF’s policy for reducing this risk of loss is to comply with the
Rules of the Money Management Council. Rule 17 of the Money
Management Council limits investments in a single issuer of
commercial paper and corporate obligations to 5 percent of the total

dollar amount held in the portfolio. The Money Management
Council limitations do not apply to securities issued by the U.S.
government and its agencies. The PTIF had no debt securities
investments at June 30, 2010, with more than 5 percent of the total
investments in a single issuer.

(Notes continue on next page.)

86



State of Utah

Notes to the Financial Statements

Fiscal Year Ended June 30, 2010

NOTE 5. RECEIVABLES

Receivables as of June 30, 2010, consisted of the following (in thousands):

Accounts Receivable

Notes/

Federal Customer Other Interest Taxes Mortgages
Governmental Activities:
General Fund.........ccooooevveivieienceeene $ 317471 $ 228687 $ 15361 $ 31 $ 199255 3 2,512
Education Fund............. 129,285 5 10 — 558,771 8,856
Transportation Fund 56,057 14,163 1,469 — 58,879 445
Transportation Investment Fund............ — — — — 25,650 —
Trust Lands .....ccovevveeevieneiieeesceeienen — — 10,539 1,065 — 15,323
Nonmajor Funds 511 7,954 — 66 — —
Internal Service Funds.............cccccevenee. — 3,124 — — — 1,300
Adjustments:

Fiduciary Funds..........ccocoooeveiinennnne. — — 92 — — —
Total Receivables..........ccccocevvreivreennnn. 503,324 253,933 27,471 1,162 842,555 28,436
Less Allowance for Uncollectibles:

General Fund.........ccooviiiiieiciiees — (57,804) — — (22,556) (1,566)
Education Fund .........ccccooeiiiiiiiin — — — — (129,356) —
Transportation Fund............cccceeeeeennns — — (340) — (863) —
Transportation Investment Fund............ — — — — (3,679) —
Receivables, Net ..........cccccevveviiicniinenn, $ 503324 $ 196129 $ 27,131 $ 1,162 $ 686,101 $ 26,870
Current Receivables.......... .. $ 503324 $ 167014 $ 17232 $ 1,162 $ 575711 % 4,440
Noncurrent Receivables — 29,115 9,899 — 110,390 22,430
Total Receivables, net ........ccc.ccovrvennee. $ 503324 $ 196129 $ 27,131 $ 1,162 $ 686,101 $ 26,870
Business-type Activities:

Student Assistance Programs ................ $ 7599 3 1,810 3 — $ 31068 $ — $ 2,065,976
Unemployment Compensation.............. 3,944 93,419 — — — —
Water Loan Programs 396 150 — 13,039 1,823 672,287
Community Impact Loan Fund.............. — — — 3,378 — 344,275
Nonmajor Funds..........ccceoveeveenviciennns a7 16,631 — 2,234 — 131,718
Total Receivables ...........ccccevvevveviennenns 11,986 112,010 0 49,719 1,823 3,214,256
Less Allowance for Uncollectibles:

Student Assistance Programs................. — — — — — (4,160)
Unemployment Compensation — (30,422) — — — —
Receivables, net........cccccevvevvciiiieiiiennns $ 11986 $ 81588 $ 0 $ 49,719 $ 1,823 $ 3,210,096

Accounts receivable balances are an aggregation of amounts due
from the federal government, customers, and others. Receivables
from customers include charges for services to local governments,
fees and fines issued by the courts and corrections, employer
contributions for unemployment benefits, and receivables as a result
of overpayments to individuals receiving state assistance.

Receivables for fiduciary funds listed above represent amounts due
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from fiduciary funds that were reclassified as external receivables
on the government-wide Statement of Net Assets.

Aggregated receivables for component units at June 30, 2010, were
$1.861 billion for major component units and $88.745 million for
nonmajor component units, net of an allowance for doubtful
accounts of $176.616 million and $6.145 million, respectively.
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NOTE 6.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities as of June 30, 2010, consisted of the following (in thousands):

Salaries/ Service Vendors/ Tax
Benefits Providers Other Government  Refunds Interest Total

Governmental Activities:
General Fund .........ccoeeveveveiieiininens $ 58992 $ 237963 $ 39425 $ 80,158 $ 2,809 $ — $ 419,347
Education FUNd..........ccccoveveviievininnns 2,795 1,772 11,135 106,443 21,813 — 143,958
Transportation Fund...............cccc...... 6,427 296 102,061 47,283 353 — 156,420
Nonmajor Funds .........cccceevrevrienennen 105 — 37,828 292 — 54,204 92,429
Internal Service Funds.........ccc.......... 6,358 — 16,222 — — 4 22,584
Adjustments:

Fiduciary Funds..........cccccecevveienenn. — — — 3,540 — — 3,540

Other...cooiiieieceece e, — — — — — 1,532 1,532
Total Governmental Activities.......... $ 74677 $ 240,031 $ 206,671 $ 237,716 $ 24975 $ 55740 $ 839,810
Business-type Activities:
Student Assistance Programs............ $ 2005 $ — $ 7783 $ 10174 % — $ 2415 $ 22377
Unemployment Compensation ......... — 1,603 — 8 — — 1,611
Water Loan Programs ..........cc.ceenene — — 554 — — — 554
Nonmajor Funds .........ccccceveevnvnennnne 2,223 — 9,366 1 — 588 12,178
Adjustments:

Fiduciary Funds.........cccccocevenenenn — — — 103 — — 103
Total Business-type Activities........... $ 4228 $ 1603 $ 17,703 $ 10,286 $ 0 $ 3003 $ 36823

Accounts payable and accrued liability balances are an aggregation
of amounts due to: (1) state employees for salaries/benefits; (2)
service providers for childcare, job services and health services; (3)
vendors and miscellaneous suppliers; (4) local and federal
governments for services; (5) individuals and others as a result of
tax overpayments; and (6) interest due on bonds and other
obligations.

Adjustments for fiduciary funds listed above represent amounts due
to fiduciary funds that were reclassified as external payables on the
government-wide Statement of Net Assets. Other adjustments are
due to differences in the presentation and the basis of accounting
between the fund financial statements and the government-wide
Statement of Net Assets.

(Notes continue on next page.)
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NOTE 7. INTERFUND BALANCES AND LOANS

Interfund Balances

Interfund balances at June 30, 2010, consisted of the following (in
thousands):

Due to General Fund from:

Education FUNd ..........cccoeeerirnnneieisseeeenns $ 159
Transportation Fund 1,142
Trust Lands Fund ..........ccccoveveveeiievn e 23
Nonmajor Governmental Funds..............c..cc....... 2,098
Unemployment Compensation Fund................... 2,729
Water Loan Programs..........cococeeneriennneencnnens 675
Nonmajor Enterprise FUNds .........cccccocevenernennne. 19,041
Internal Service FUNDS.........ocoovrviiiinneineens 2,466
Fiduciary Funds..........cccoevviiieiiieneseseeeenn, 64
Total due to General Fund from
Other fUNS ..o $ 28,397
Due to Education Fund from:
General FUNd.........oooeviiieiiieee e $ 390
Unemployment Compensation Fund.... 1,498
Fiduciary FUnds..........cccoevviiieniiceece e 11
Total due to Education Fund from
Other fUNS ... $ 1,899
Due to Transportation Fund from:
General FUNd........cocooeviiininiecee e $ 247
Nonmajor Governmental Funds.... 1,151
Internal Service FUNdS..........cccccvevevieveieecicce 389
Total due to Transportation Fund from
Other fUNS .....ooeeieeee e $ 1,787
Due to Trust Lands Fund from
Nonmajor Enterprise FUNAS ........ccccccveirveninnenn $ 7919
Due to Nonmajor Governmental Funds from:
General FUN.....oovooeeeeeeeeeeeeeeeeeeeee e $ 1,349
Education FUNd .........cccoevvieeveiienccecce e 63
Transportation FUNd ...........ccocoveieiincinienciens 1,289
Internal Service FUNDS.........ococvvviiiinicincens 194
Fiduciary Funds.........ccccovovvivieieieseseseeeenn 7
Total due to Nonmajor Governmental Funds from
Other fUNAS ....oooeeeeeeeeee e $ 2,902
Due to Water Loan Programs from:
General FUNd........ocooeviiieiiiec e $ 130
Trust Lands Fund 21
Nonmajor Governmental Funds.............ccccoeenene 7,001
Total due to Water Loan Programs
from other funds ........cccoooeeveieiee e $ 7,152

Due to Nonmajor Enterprise Funds from:

General FUNd ........cooevviieiiiccece e $ 91
Education FUNd........c.ccovevveiieiiieccre e 21
Transportation Fund...........ccccooeivieneneinieenns 57
Nonmajor Governmental Funds.............cc.ccoceeee 35,831
Water Loan Programs .........cccceeeeveneeienienieniens 30
Internal Service FUNdS .........c..ccoveeveecieecieecenee, 12
Total due to Nonmajor Enterprise Funds from -
Other fUNAS ... $ 36,042
Due to Internal Service Funds from:
General FUNG .......coooveeeeiiee e $ 16,377
Education FuNd.........c.coeveeeeeiiiecie e, 166
Transportation Fund 4,400
Nonmajor Governmental Funds.............cc.ceoeuee 1,483
Nonmajor Enterprise FUNAS...........ccccevverviiennnns 320
Internal Service Funds 29
Fiduciary FUnds ........cccoeveiieiiicseciceese, 10
Total due to Internal Service Funds from
Other fUNAS .....ooeeeeeee e $ 22,785
Due to Fiduciary Funds from:
General FuNd ........cccooveiieiiiiicec e $ 508
Education FUNd........c.coovevveieeiiiicire e, 1
Trust Lands FUNd ..........cccoovviieiiiieiecce e 122
Nonmajor Governmental Funds.............cc.ccccenie 2,909
Nonmajor Enterprise FUNdS ...........ccooeveiniinennns 103
Total due to Fiduciary Funds from
Other fUNAS ..o $ 3,643
Total Due to/Due froms ........ccoevveveeveivieieeieeireennn, $ 112,526

These balances resulted from the time lags between the dates
that: (1) interfund goods and services are provided or reimbursable
expenditures occur; (2) transactions are recorded in the accounting
system; and (3) payments between funds are made.

Interfund Loans

At June 30, 2010, interfund loans receivable/payable balances
consist of $29.726 million revolving loans payable to the General
Fund from Internal Service Funds. The balance payable to the
General Fund from Internal Service Funds of $ 29.726 million
includes $ 2.861 million that is not expected to be repaid within
one year and is classified as nonspendable fund balance.

(Notes continue on next page.)
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NOTE 8. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2010, was as follows (in thousands):

Beginning Ending
Balance Additions Deletions Balance

Governmental Activities:
Capital Assets Not Depreciated/Amortized:

Land and Related ASSELS ........ccceevvereveeciieniene, $ 1,088,212 $ 272,229 $ (6,123) $ 1,354,318

INFraStrUCTUNE ..o 9,406,853 699,906 (42,985) 10,063,774

Construction-1n-Progress..........coovverereneneneneens 793,112 1,286,497 (946,217) 1,133,392
Total Capital Assets Not Depreciated/Amortized ..... 11,288,177 2,258,632 (995,325) 12,551,484
Capital Assets Depreciated/Amortized:

Buildings and Improvements.... 1,534,071 172,673 (539) 1,706,205

Infrastructure .........ccoeeveveveenneee. 48,849 8,642 — 57,491

Machinery and Equipment........ 455,611 36,728 (21,419) 470,920

Intangible Assets-Software ............ccccoeeeeee 84,336 71,735 (7,306) 148,765
Total Capital Assets Depreciated/Amortized ............ 2,122,867 289,778 (29,264) 2,383,381
Less Accumulated Depreciation/Amortization for:

Buildings and Improvements...........ccccceoeevrenenn. (498,232) (40,466) 309 (538,389)

INFraStrUCLUNe ....oceeeeeeeeee e (11,843) (6,094) — (17,937)

Machinery and Equipment (307,467) (30,673) 17,296 (320,844)

Intangible Assets-Software .........c.ccocoveieiiieiennnns (50,493) (12,811) 7,306 (55,998)
Total Accumulated Depreciation/Amortization ........ (868,035) (90,044) 24,911 (933,168)
Total Capital Assets Depreciated/Amortized, Net..... 1,254,832 199,734 (4,353) 1,450,213

Capital Assets, Net........coovvvrrrrereireereeeeene $12,543,009 $2,458,366 $ (999,678) $14,001,697

Business-type Activities:
Capital Assets Not Depreciated/Amortized:

Land and Related ASSEtS.........cocvveeveveieevieeeee e, $ 17,930 $ 3,685 $ 42) $ 21,573

Construction-1n-Progress..........ccoovvereveneneneneens 2,120 4,127 (569) 5,678
Total Capital Assets Not Depreciated/Amortized ..... 20,050 7,812 (611) 27,251
Capital Assets Depreciated/Amortized:

Buildings and Improvements..........cccccceeveveveinnnne. 62,408 7,731 (809) 69,330

Infrastructure ........ccccoceeviiennne — — 304

Machinery and Equipment 14,799 233 (1,161) 13,871

Intangible Assets-Software — (93) 229
Total Capital Assets Depreciated/Amortized ............ 77,833 7,964 (2,063) 83,734
Less Accumulated Depreciation/Amortization for:

Buildings and Improvements (13,380) (1,856) 384 (14,852)

Infrastructure .........cccoeevrieenne (73) (7) — (80)

Machinery and Equipment ....... (12,130) (517) 1,160 (11,487)

Intangible Assets-Software ...........ccoceoeieiiieennns (293) (21) 93 (221)
Total Accumulated Depreciation/Amortization ........ (25,876) (2,401) 1,637 (26,640)
Total Capital Assets Depreciated/Amortized, Net..... 51,957 5,563 (426) 57,094

Capital Assets, Net........ccovvervrrereerreeeeees $ 72,007 $ 13,375 $ (1,037) $ 84,345

In the beginning balance column above, intangible assets —
software, governmental activities was increased by $84.336 million,
of which $28.447 million is a beginning balance adjustment. This
$28.447 million adjustment is due to implementing GASB
Statement 51, as described in Note 2.

The State implemented GASB Statement 51 which requires the
separate reporting of intangible assets as a major class of capital
asset for footnote disclosure. As a result, beginning balances related
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to software, previously reported in machinery and equipment and
accumulated depreciation/amortization of the governmental
activities and business-type activities was reclassified and is now
reported as part of beginning balances for intangible assets —
software and accumulated depreciation/amortization.

Construction-in-progress of governmental activities includes
amounts for buildings the State is constructing for colleges and
universities and other discrete component units that are funded by
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state appropriations or state bond proceeds. As the buildings are
completed, the applicable amounts are deleted from construction-in-
progress of governmental activities and “transferred” to the colleges
and universities and other discrete component units. For fiscal year
2010, $50.889 million of buildings were completed for colleges and
universities and $6.436 million for other discrete component units.

On the government-wide statement of activities, the building
“transfers” are reported as higher education expenses of
governmental activities and as program revenues of component
units.

Depreciation expense of governmental activities was charged to functions as follows (in thousands):

General GOVErNMENT........ccoeereirieeneenee s $ 16,168
Human Services and Youth Corrections... 5,337
5,978
5,461
6,123
Health and Environmental Quality..........cc.ccoceoeeneee 3,502
Employment and Family Services.........c.ccccoveervenne 8,201
Natural RESOUICES .......ccovvveveecireininns 10,247
Community and Culture................. 386
Business, Labor, and Agriculture 1,014
Public Education ...........cccccveeveennn. 1,239
TranSPOrtation .........covoveireneriee e 8,709
Depreciation on capital assets of the State’s internal
service funds is charged to the various functions
based on their usage of services provided............. 17,679
TOAl oo $ 90,044

Discretely Presented Component Units

The following table summarizes net capital assets reported by the discretely presented component units (in thousands):

Public
Utah Employees University Utah Nonmajor
Housing Health of State Component
Corporation Program Utah University Units Total

Capital Assets Not Depreciated/Amortized:

Land and Related ASSets ..........cccovvvreneee. $ 1,472 $ — $ 19,620 $ 24,028 $ 93,058 $ 138,178

Construction-In-Progress ..........ccceevvenene — — 333,598 42,796 10,446 386,840
Total Capital Assets Not Depreciated/

AMOTtIZEd ..o 1,472 0 353,218 66,824 103,504 525,018
Capital Assets Depreciated/Amortized:

Building and Improvements..........c........... 5,064 — 1,600,431 628,599 1,343,127 3,577,221

Infrastructure...........cooevrrnene. — — 187,978 — 24,064 212,042

Machinery and Equipment............c..coc...... 1,897 1,647 890,343 204,876 194,330 1,293,093
Total Capital Assets Depreciated/Amortized. 6,961 1,647 2,678,752 833,475 1,561,521 5,082,356
Less Total Accumulated Depreciation/

AMOTtiZation .........coeevviiennnneceee (2,164) (1,354) (1,350,479) (374,159) (602,774) (2,330,930)
Total Capital Assets Depreciated/

Amortized, Net........ccccvvvvniiiccin, 4,797 293 1,328,273 459,316 958,747 2,751,426
Discretely Presented Component Units —

Capital Assets, Net .......cocoevererrniinenene, $ 6,269 $ 293 $ 1,681,491 $ 526,140 $1,062,251 $ 3,276,444
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The State had long-term construction project commitments totaling $ 208.266 million at June 30, 2010. The following construction projects have
remaining commitments and represent reservations of fund balance in the Capital Projects Funds (nonmajor governmental funds):

Capital Projects Fund
Construction Project Commitments
(Expressed in Thousands)

Remaining

Construction

Project Description Commitment
02243750 U of U — New Museum of Natural History $ 31,538
06272750 U of U — Eccles School of Business 28,847
06291750 U of U — USTAR Neuroscience & Biomedical Technology 22,796
09021240 OWATC - Health Technology Building 17,284
09029750 U of U — Neuropsychiatric Institute 12,682
08258750 U of U — Skaggs Pharmacy Research Building 10,619
07297730 SUU - Gibson Science Center Addition 9,824
06292700 USTAR/USU - Life Sciences Research 7,581
09191810 WSU - Residential Life Building 6,956
07039260 MATC - Utah County Building 6,482
07310770 USU - Agriculture Building 5,159
07260750 U of U — Nursing Building Renovation/Expansion 4,503
09024670 SLCC - RRC New Media Building 4,040
07258700 Snow - Library/Classroom Building 3,457
08273770 USU - Vernal Bingham Entrepreneurship 2,062
09218900 UDQT - Strawberry Maintenance Station 1,762
09240200 Rehab — Residential Apartments for the Blind 1,573
07146520 DWR - Springville Hatchery Water Treatment System 1,414
08008770 USU - Early Childhood Research Center 1,134
08231110 Corrections — CUCF 192 Bed Expansion 1,100
07049810 WSU - Heat Plant Boiler Replacement 1,086
— All Others 26,367
Total Commitments $ 208,266

(Notes continue on next page.)
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NOTE 9. LEASE COMMITMENTS

The State leases office buildings and office and computer
equipment. Although the lease terms vary, most leases are subject to
annual appropriations from the State Legislature to continue the
lease obligations. If an appropriation is reasonably assured, leases
are considered noncancellable for financial reporting purposes.

Leases, that in substance are purchases, are reported as capital lease
obligations. In the government-wide financial statements and
proprietary fund financial statements, assets and liabilities resulting
from capital leases are recorded at the inception of the lease at either
the lower of fair value or the present value of the future minimum
lease payments. The principal portion of lease payments reduces the
liability, and the interest portion is expensed.

On the governmental fund financial statements, both the principal
and interest portions of capital lease payments are recorded as
expenditures of the applicable governmental function.

The primary government’s capital lease payments were $2.790 million
in principal and $1.874 million in interest for fiscal year 2010. As of
June 30, 2010, the historical cost of the primary government’s assets
acquired through capital leases was $36.935 million of which

$35.397 million was buildings and $1.538 million was equipment and
other depreciable assets. As of June 30, 2010, the accumulated
depreciation of the primary government’s assets acquired through
capital leases was $9.58 million of which $8.605 million was
buildings and $975 thousand was equipment and other depreciable
assets.

Operating leases contain various renewal options, as well as some
purchase options. However, due to the nature of the leases, they do
not qualify as capital leases and the related assets and liabilities are
not recorded. Any escalation clauses, sublease rentals, and
contingent rents were considered immaterial to the future minimum
lease payments and current rental expenditures. Operating lease
payments are recorded as expenditures or expenses when paid or
incurred.

Operating lease expenditures for fiscal year 2010 were $30.561
million for the primary government and $29.995 million for
component units. For fiscal year 2009, the operating lease
expenditures were $33.941 million for the primary government and
$27.911 million for component units. Future minimum lease
commitments for noncancellable operating leases and capital leases
as of June 30, 2010, were as follows:

Future Minimum Lease Commitments
(Expressed in Thousands)

Operating Leases

Capital Leases

Primary Component Primary Component
Fiscal Year Government Units Total Government Units Total

$ 21672 $ 28,559 $ 50,231 $ 3,030 $ 19,459 $22,489

17,335 24,585 41,920 2,709 16,695 19,404

13,746 24,879 38,625 2,664 13,251 15,915

9,022 24,568 33,590 2,696 8,957 11,653

5,191 24,848 30,039 2,727 6,263 8,990

8,566 95,897 104,463 12,301 10,373 22,674

1,331 79,311 80,642 9,916 5,231 15,147

11 68,123 68,134 2,096 336 2,432

10 1,523 1,533 — — —

2036-2040........... 10 875 885 — — —

2041-2045........... 10 875 885 — — —

2046-2050........... 10 700 710 — — —

2051-2055........... 10 — 10 — — —

2056-2060........... 5 — 5 — — —

Total Future
Minimum Lease

Payments $ 76,929 $ 374,743 $ 451,672 38,139 80,565 118,704
Less Amounts Representing INTEresSt ..........coovvvveeienevineiecice e (10,597) (10,603) (21,200)
Present Value of Future Minimum Lease Payments...........ccccceevevereriireeeieennnns $ 27,542 $ 69,962 $ 97,504
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NOTE 10. LONG-TERM LIABILITIES

A. Changes in Long-term Liabilities
Changes in long-term liabilities for the year ended June 30, 2010, are presented in the following table. As referenced below, certain long-term
liabilities are discussed in other Notes to the Financial Statements.

Long-term Liabilities
(Expressed in Thousands)

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities
General Obligation Bonds ...........ccccoceevreenreninnne. $ 1,492,620 $ 982,170 $ (175,490) $ 2,299,300 $ 209,060
State Building Ownership Authority
Lease Revenue Bonds...........ccocvvevevieiieieeiiennnns 148,654 101,595 (13,620) 236,629 14,371
Net Unamortized Premiums..........cccccocevevieriernennann. 80,962 65,853 (27,121) 119,694 —
Deferred Amounts on Refunding (10,151) — 3,071 (7,080) —
Capital Leases (NOte 9)...cccvveviveeiiiisieierieieeanns 19,210 11,122 (2,790) 27,542 1,843
Contracts/Notes Payable...........cccccoovieieiniiiiiene 512 — (28) 484 18
162,689 76,420 (76,989) 162,120 77,352
43,650 11,321 (13,074) 41,897 17,038
Pollution Remediation Obligation **..................... 7,687 59 (56) 7,690 702
Net OPEB Obligation (Note 17) 3,918 2,118 (343) 5,693 —
Settlement Obligations ***..........cccccovvniienenennns — 39,422 — 39,422 7,422
Total Governmental Long-term Liabilities ................. $ 1,949,751 $ 1,290,080 $ (306,440) $ 2,933,391 $ 327,806
Business-type Activities
Student Assistance Revenue Bonds ..........cccoeveevne.. $ 2,235,322 $ 158,000 $(1,004,400) $ 1,388,922 $ 510
State Building Ownership Authority
Lease Revenue Bonds..........cccocveevineiierinieennnas 73,676 25,160 (2,360) 96,476 3,309
Water Loan Recapitalization Revenue Bonds......... — 65,800 — 65,800 —
Net Unamortized Premiums..........cccecevvevvevcnevnnnnn. 1,491 3,035 (433) 4,093 —
Deferred Amounts on Refunding (267) — 46 (221) —
Contracts/Notes Payable...........c.ccoeveiieniienciennas 297,381 1,351,007 (837,034) 811,354 66,305
Claims and Uninsured Liabilities...........cocceeueenee 14,941 878,298 (874,134) 19,105 15,808
Arbitrage Liability (Note 1) ......ccovveivnvinrrrrerenne 57,782 133 (7,701) 50,214 1,050
Total Business-type Long-term Liabilities.................. $ 2,680,326 $ 2,481,433 $(2,726,016) $ 2,435,743 $ 86,982
Component Units
REVENUE BONGS......cvveevenieieiriresieic e $ 2,188,350 $ 764,872 $ (628,851) $ 2,324,371 $ 200,352
Net Unamortized Premiums/(Discounts)................. 2,440 522 (189) 2,773 (34)
Capital Leases/Contracts Payable (Notes 9 and 10) 69,958 21,606 (15,198) 76,366 18,297
Notes Payable .........cocoovrevieireinee e 45,179 4,853 (7,778) 42,254 3,604
ClaiMS.c.civiiieisee e 121,957 582,399 (578,923) 125,433 77,296
Leave/Termination Benefits (Note 1) 118,870 69,320 (75,423) 112,767 34,465
Total Component Unit Long-term Liabilities.............. $ 2,546,754 $ 1,443,572 $(1,306,362) $ 2,683,964 $ 333,980

*  Compensated absences of governmental activities are liquidated in the General Fund, Education Fund, or Transportation Fund according to the
applicable employing state agency. Claims liabilities of governmental activities are liquidated in the Risk Management Internal Service Fund.

** Under the federal Superfund law, the State is responsible for sharing remediation costs at sites where the Environmental Protection Agency
expends Superfund trust monies for cleanup. Currently there are seven sites in various stages of cleanup, from initial assessment to cleanup
activities. The pollution remediation liabilities associated with these sites were measured using the actual contract cost, where no changes in cost
are expected, or the expected cash flow technique. Liability estimates are subject to change due to price increases or reductions, technology, or
changes in applicable laws or regulations governing the remediation efforts. The State does not anticipate recovering reimbursements from the
parties who caused the pollution.

**% A Final Settlement Agreement was entered into and under the terms of the settlement, the State agreed to pay $26 million to the Utah Navajo
Royalties Holding Fund (private purpose trust fund) plus $7 million in court and legal fees. See Note 19 for additional information. The State
settled additional claims totaling $6.422 million that still need approval by the Governor, and approval and funding by the Legislature.
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B. General Obligation Bonds

The State issues general obligation bonds to provide funds for
acquisition, construction, and renovation of major capital
facilities and for highway construction. In addition, general
obligation bonds have been issued to refund general obligation
bonds, revenue bonds, and capitalized leases. General obligation
bonds are secured by the full faith and credit of the State. Debt
service requirements are provided by legislative appropriation
from the State’s general tax revenues. As of June 30, 2010, the
State had $102.775 million, $42.5 million, and $2.144 billion of

authorized but unissued general obligation building, State land
acquisition, and highway bond authorizations remaining,
respectively.

During fiscal year 2010, the State issued $490.410 million Series
2009 C and $491.760 million Series 2009 D general obligation
bonds. The proceeds were used to provide funds for certain
highway projects and various other construction projects.

General obligation bonds payable information is presented below:

General Obligation Bonds Payable
(Expressed in Thousands)

Date Maturity Interest Original Balance
Bond Issue Issued Date Rate Issue June 30, 2010
2002 A Highway/Capital Facility Issue............. 06/27/02 2003-2011 3.00 % 10 5.25 % $ 281,200 $ 12,325
2002 B Refunding ISSUE.........ccoveererrrreeeiaene 07/31/02 2004-2012 3.00 % t0 5.38 % $ 253,100 170,290
2003 A Highway/Capital Facility Issue............. 06/26/03 2005-2013 2.00 % to 5.00 % $ 407,405 173,000
2004 A Refunding ISSUE .....cvevveveerieireeenienenes 03/02/04 2010-2016 4.00 % to 5.00 % $314,775 314,775
2004 B Highway/Capital Facility Issue............. 07/01/04 2005-2019 4.75 % t0 5.00 % $ 140,635 90,480
2007 Highway/Capital Facility Issue ................ 07/03/07 2008-2014 4.00 % to 5.00 % $ 75,000 57,450
2009 A Highway ISSUE .....ccovvverveeerenieirisienineene 03/17/09 2010-2023 2.00 % t0 5.00 % $ 394,360 394,360
2009 B Capital Facility ISSUE .........ccccerruerienne 05/19/09 2010-2015 4.00 % $ 104,450 104,450
2009 C Highway/Capital Facility Issue............. 09/29/09 2011-2018 2.00 % to 5.00 % $490,410 490,410
2009 D Highway ISSUE.......ccovvrreeiriiinenreinenes 09/29/09 2019, 2024 4.15 %, 4.55 % $491,760 491,760
Total General Obligation
Bonds Outstanding...........ccccevveveiiennns 2,299,300
Plus Unamortized Bond Premium.............. 117,095
Less Deferred Amount on Refunding........ (6,456)
Total General Obligation
Bonds Payable..........cccoceeviviviiicncnnnnnn, $ 2,409,939

(Notes continue on next page.)
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General Obligation Bond Issues
Debt Service Requirements to Maturity
For Fiscal Years Ended June 30
(Expressed in Thousands)

Principal
2002A 2003 A 2004 B 2007
Highway/ 2002 B Highway/ 2004 A Highway/ Highway/ 2009A
Capital Refunding Capital Refunding Capital Capital Highway
Facility Bonds Facility Bonds Facility Facility Bonds
$ 6,000 $ 53,670 $ 50,025 $ 39,310 $ 25,755 $ 10,185 $ 23,665
6,325 56,705 15,100 40,830 30,600 15,030 23,680
— 59,915 52,575 11,245 3,575 10,300 23,680
— — 55,300 18,480 3,750 10,720 23,680
— — — 73,595 3,950 11,215 23,680
— — — 131,315 22,850 — 126,325
— — — — — — 149,650
$ 12,325 $ 170,290 $ 173,000 $ 314,775 $ 90,480 $ 57,450 $ 394,360
Continues Below
Principal
2009B 2009C
Capital Highway/ 2009D Total Total Total
Fiscal Facility Capital Highway Principal Interest Amount
Year Bonds Bonds Bonds Required Required Required
2011 .. $ 450 $ — $ — $ 209,060 $ 96,596 $ 305,656
19,175 4,085 — 211,530 86,677 298,207
19,950 35,225 — 216,465 77,154 293,619
20,775 97,950 — 230,655 67,268 297,923
2015....cccie 21,600 71,545 — 205,585 57,555 263,140
2016-2020..... 22,500 281,605 74,145 658,740 181,876 840,616
2021-2025...... — — 417,615 567,265 50,913 618,178
Total....... $ 104,450 $ 490,410 $491,760 $2,299,300 $ 618,039 $2,917,339

C. Revenue Bonds

Revenue bonds payable consists of those issued by the Utah State
Building Ownership Authority, the Utah State Board of Regents
Student Loan Purchase Program, the State’s Water Loan
Programs, the Utah Housing Corporation, and various colleges and
universities. These bonds are not considered general obligations of
the State.

Governmental Activities

The Utah State Building Ownership Authority (SBOA) has issued
bonds for the purchase and construction of facilities to be leased to
state agencies and other organizations. The bonds are secured by the
facilities and repayment is made from lease income appropriated by
the Legislature and is not considered pledged revenue of the State.
The outstanding bonds payable at June 30, 2010 are reported as a
long-term liability of the governmental activities, except for $96.254
million and $2.236 million, which are reported in the Alcoholic
Beverage Control Fund and the Utah Correctional Industries Fund
(nonmajor enterprise funds), respectively. These portions are reported
as liabilities of the business-type activities on the government-wide
statement of net assets.
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Business-type Activities

The Utah State Board of Regents Student Loan Purchase Program
(Student Assistance Programs) bonds were issued to provide funds
for student loans and are secured by all assets of the Board of
Regents Revenue Bond Funds and by the revenues and receipts
derived from such assets. The Board of Regents has also issued a
revenue bond for an office facility secured by funds within the
Board of Regents budget that would otherwise be expended for rent.

The Student Assistance Programs include $377.512 million of
bonds bearing interest at an adjustable rate, which is determined
weekly by a remarketing agent. The Programs bonds also include
adjustable rate bonds that are set by an auction procedure every
28 days in the amount of $494.05 million and $508.825 million of
bonds that are auctioned every 35 days.

The Student Assistance Programs bonds issued under the 1988
Trust Estate are limited obligations of the Board secured by and
payable solely from the Trust Estate established by the Indenture.
The bonds were issued to finance eligible student loans. The Trust
Estate consists of: Student loans acquired under the indenture; all
proceeds of the bonds and net revenues in the funds and accounts;
and any other property pledged to the Trust Estate. The Board has
pledged these assets and net revenues to repay $339.512 million
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of outstanding student loan revenue bonds which are payable
through 2039. The total principal and interest remaining to be
paid on the bonds is discussed below. Principal and interest paid
for the current year and total net revenues before interest expense
were $160.87 million and $9.283 million, respectively.

The Student Assistance Program’s bonds issued under the 1993
Trust Estate are limited obligations of the Board secured by and
payable solely from the Trust Estate established by the Indenture.
The bonds were issued to finance eligible student loans. The Trust
Estate consists of student loans acquired under the indenture, all
proceeds of the bonds and net revenues in the funds and accounts,
and any other property pledged to the Trust Estate. The Board has
pledged these assets and net revenues to repay $932.875 million
of outstanding student loan revenue bonds which are payable
through 2046. The total principal and interest remaining to be
paid on the bonds is discussed below. Principal and interest paid
for the current year and total net revenues before interest expense
were $599.812 million and $17.665 million, respectively.

The Student Assistance Program’s bonds issued under the 2010
Trust Estate are limited obligations of the Board secured by and
payable solely from the Trust Estate established by the Indenture.
The bonds were issued to finance eligible student loans. The Trust
Estate consists of student loans acquired under the indenture, all
proceeds of the bonds and net revenues in the funds and accounts,
and any other property pledged to the Trust Estate. The Board has
pledged these assets and net revenues to repay $108 million of
outstanding student loan revenue bonds which are payable
through 2048. The total principal and interest remaining to be
paid on the bonds is discussed below. Principal and interest paid
for the current year and total net revenues before interest expense
were $50.275 million and $403.488 thousand, respectively.

The State’s Water Loan Programs have issued recapitalization
revenue bonds to provide additional capital for the State’s revolving

water resources loan programs. The bonds are secured by and
repayments are made from the pledged principal and interest
payments (pledged revenues) of specific revolving water resources
loan funds. These pledged revenues will not be available for other
purposes until the end of fiscal year 2023 when the bonds are
completely paid off. Pledged revenues were projected to produce
150 percent of debt service requirements over the life of the bonds.
The total principal and interest remaining to be paid on the bonds
is $85.103 million. For the current year principal and interest paid
and total repayments from pledged revenues were $862 thousand
and $2.304 million, respectively. Of the bonds payable outstanding
at June 30, 2010, $67.624 million are reported in the Water Loan
Program Fund (major enterprise fund). These portions are reported
as liabilities of the business-type activities on the government-wide
statement of net assets.

Discrete Component Units

The Utah Housing Corporation revenue bonds were issued to
provide sources of capital for 