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OFFICE OF THE

State Treasurer

‘ 602 - ;
S — (602) 542-1463 OFFICE
Tony WEST (602) 542-7176 FAX

TREASURER Phoenix, Arizona 83007-2812 (602) 279-3116 HOME

November 2, 1998

To the Governor, Legislature and People of Arizona:

It is a pleasure to present a positive annual financial report on the Arizona State Treasury for fiscal year
1998. ltis my last report as State Treasurer, and it gives me great pleasure to announce that the State
Treasurer's Office was able to maintain continued growth during a year that included some new
milestones.

The Office reached a combined year-end total of investments fair valued at $6.2 billion. Fiscal year
earnings for the state’s 13 Permanent Endowment Funds were $65.7 million and the principal grew by
$3.54 million from capital gains. At June 30, 1998, the fair value of all endowment funds totaled $916
million. The yield for regular investment pools averaged 5.76 percent and a total of $279.7 million was
distributed to pool participants.

Pursuant to A.R.S. §35-316 D, which provides for an investment management fee on pools other than the
permanent endowment, we transferred $4,017,757 earned from July 1, 1997 through June 30, 1998, to
the general fund. Of this amount, $2,280,546 was earned as investment management fees on external
pools.

Our custody of performance bond cash and securities stood at $2.94 billion with all negotiable securities
held at a custody institution. Distributions of state revenues totaled $5.47 billion, and the office is now
utilizing the less expensive automated clearinghouse funds or ACHs to make distributions.

The entire staff is proud of the accomplishments in the preceding year. | wish all the best to the new
treasurer and staff as they face the challenges of the coming year with plans to offer to the citizens of
Arizona the exceptional service they deserve.

Thank you for the opportunity to serve all Arizonans. It has been a truly rewarding experience.

Sincerely,

@ A e

Tony West
State Treasurer
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STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINED BALANCE SHEET -

INVESTMENT TRUST FUNDS AND AGENCY FUND .

Assets

Cash in bank and on hand
Investments in securities, at fair vaiue
Accrued interest and other receivables

Total assets

Liabilities and Fund Equity

-Liabilities:
Distributions payable
Liabilities to depositors

Total liabilities

Fund Equity:
Fund balances - reserved for trust
participants
Total fund equity
Total liabilities and fund equity

June 30, 1998

Investment Trust

$3,298,093,982
23.464.314

$3.321,558,296

$ 17,675,296

— 17675296

3,303,883.000
3.303,883.000

3,321.558,296

Agency

$ 59,951,262
2,884,519,529
25,100,626

$2.960,571.417

$2,969,571,417

2.969.571.417

$ 59,951,262
6,182,613,511
48,664,940

6.291,129.713

$ 17,675,296
2.969,571,417

-2.987.246.713

3.303,883.000

$2,969.571.417

See accompanying notes to financial statements.

3,303.883.000
$6.201,120.713




Assets

Investments in securities,
at fair value

Accrued interest and other
receivables

Total assets
Liabilities
Distributions payable
Total liabilities
Net assets held in trust

Net assets consist of;

Principal shares
outstanding

Participant net asset value
(net assets/shares
outstanding)

STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINED STATEMENT OF NET ASSETS -
INVESTMENT TRUST FUNDS
June 30, 1998

Local Goverment

Central Arizona Water Local Government Investment Pool -
Conservation District investment Pool Government
Pool (CAWCD) {LGIP) (LGIP-GOV)
$228,464 859 $2,826,682,821 $242 946,302
1,073.305 21.405 658 985.351
228538 164 2,848,088 479 243,931,653
424 114 16.487.495 763,687
424114 16,487,495 763,687
$229,114.050 2,831.600.984 243 167,966
229114 050 2.831,600.884 243, 167.966
1.00 1.00 1.00

See accompanying notes to financial statements.

$3,298,093,982

23464314

3,321,558.296

17,675,296

17,675,296

$3,303,883.000

$3.303,883,000




Revenues
interest income
Net increase in fair value

Total revenues

Expenses
Management fees

Total expenses

Net investment income

STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINED STATEMENT OF OPERATIONS -
INVESTMENT TRUST FUNDS
Year ended June 30, 1998

Local Goverment

Central Arizona Water Local Government Investment Pool -

Conservation District Investment Pool Government
Pool (CAWCD) (LGIP) {LGIP-GOV)
$10,605,078 $101,743,496 $7.041,735
2,109,378 44500082 839,034
12.714.456 146,333,578 7.880,769
184,458 2.001.711 114,377
164,458 2.001.711 114,377
12,549,998 144 331,867 7.766 392

See accompanying notes to financial statements,
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$119,390,309
47,538,494

166,928,803

2,280,546

2,280,546

$164.648 257




STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINED STATEMENT OF CHANGES IN NET ASSETS -
INVESTMENT TRUST FUNDS
Year ended June 30, 1998

Local Local Goverment
Central Arizona Water Government investment Pool -
Conservation District  Investment Pool Government
Pool (CAWCD) {LGIP) {LGIP-GOV) Total

Net increase in net assets

from operations $__ 12540998 $ 1443318567 % 7766392 § 164648257
Distributions to participants

Distributions paid and

payable {12,549,998) {144,331,867) (7,766,392) {164,648,257)
Share transactions at

net asset value of $1.00:

Purchase of units 1,772,845,270 16,153,654 465 16,525,216,529 34,451,716,264

Reinvestment of interest 12,272,592 97,004,661 6,802,396 116,079,649

Sale of units {1.755.821.183) (15.903,995.335) _(16.431,138,959) _(34.090.955.477)
Net increase in net assets

resulting from share

transactions 29206 679 346,663,791 __ 100,879,968 476 840,436
Net Assets
Beginning of period 199,817 371 2484937193 ___ 142,288,000 ' _ 2.827.042 564
End of period 229,114,050 2,831.600.984 243,167.966 3.303,883,000
Ending net assets consist of:

Internal participants $ 31,505,938 $ 932531176 § 103287667 $ 1,067,324,780

External participants $ 197,608,112 $ 1,890,069,809 $ 139,880,289 $ 2,236,558,220

See accompanying notes to financial statements.




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the State of Arizona, Office of the Treasurer conform to generally
accepted accounting principles applicable to governmental units as promulgated by the
Governmental Accounting Standards Board. A summary of the more significant accounting
policies of the Treasurer foliows.

Reporting Entity - The Investment Trust Funds and Agency Fund account for the assets held by
the Treasurer as custodian or fiscal agent for various governmental fund types of the State of
Arizona as well as political subdivisions and pubiic entities investing in the Central Arizona Water
Conservation District (CAWCD), Local Government Investment Pool (LGIP), and Local
Government Investment Pool-Government (LGIP-GOV).

Although reported as Investment Trust Funds and Agency Fund by the Treasurer, these funds
become a part of the State of Arizona’s governmental and fiduciary fund types at the combined
statewide level.

Fund Accounting - The accounts of the Treasurer are maintained in accordance with the
principles of fund accounting to ensure observance of fimitations and restrictions on the resources
available. The principles of fund accounting require that resources be classified for accounting
and reporting purposes into funds or account groups in accordance with the activities or objectives
specified for the resources. Accordingly, the above described financial transactions have been
recorded and reported in the investment Trust Funds and Agency Fund. A description of the fund
types follows.

The Investment Trust Funds account for investments made by the Treasurer on behalf of other
governmental entities using the economic resources measurement focus.

The Agency Fund is custodial in nature and does not present results of operations or have a
measurement focus. This fund is used to account for assets that the Treasurer holds for state
departments, agencies, commissions, boards and other governments in an agency capacity.

Basis of Accounting - The balance sheet of the Agency Fund is presented on the modified
accrual basis of accounting. Assets are recognized when they become measurable and available.
Liabilities are recognized when incurred regardless of the timing of the related cash flows. The
financial statements of the Investment Trust Funds are presented on the accrual basis of
accounting. Revenues are recognized when they are earned, and expenses are recognized when
they are incurred.




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS

Deposits and Investments - Arizona Revised Statutes (A.R.S.} §35-312, §35-313, and §35-314
authorize the Treasurer to invest operating, trust, and permanent endowment fund monies. In
accordance with the requirements of these statutes, deposits and investments at June 30, 1998,
included cash in bank and on hand, collateralized repurchase agreements, bills, notes, and other
obligations of the U.S. government and its agencies, corporate bonds, debentures, and notes,
commercial paper, negotiable certificates of deposit, banker's acceptances, and money market
mutual funds. As required by statute, collateral is required for demand deposits, nonnegotiable
certificates of deposit, and repurchase agreements at 102 percent of any amounts not covered by
Federal depository insurance.

At June 30, 1998, the carrying amount of the Treasurer's deposits was $59,951,262, and the bank
balance was $59,950,117. Of the bank balance, $414,939, was covered by Federal depository
insurance. The remaining balance, $59,535,178, was collateralized by securities held by the
bank's trust division or agent in the Treasurer's name in book-entry form.

The State invests in various mortgage-backed securities in pools 2, 3, 4 and 6, and the 13
endowment funds. These securities are reported at fair value on the combined balance sheet. In
addition, they are reported in aggregate, by pool and fund, as U.S. Government and Agency
Securities in the following disclosure of cost and fair value amount. These securities are
purchased to diversify the pools’ exposure to maturity and credit risks while providing for
enhanced yields. The credit risk associated with holding these securities is reduced since alf of
these securities are rated AAA by Standard and Poor's and/or Moody’s rating services. The
market risk associated with holding these securities is linked to maturity risk in that as interest
rates rise the fair value of these securities will fall and prepayment of principal balances will
decelerate. When interest rates fall, the fair value of these securities will rise and prepayment of
principal balances will accelerate. The securities described herein are authorized under AR.S.
§35-313.

The State Treasurer's Office invests in SEC-registered investment pools that have readily
available share prices.

There is no income from investments associated with one fund that is assigned to another fund.




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Cont'd)

internal Investment Pools

Fair value of securities are determined using QED Information Systems (QED), an independent
outside pricing service (when the price is provided). Securities not priced by QED, with a maturity
of 91 days or more and all securities with a maturity of 90 days or less that were held at the
beginning of the current fiscal year are priced using a market price solicited from the selling broker
or a second outside pricing service. All securities with a remaining maturity of 80 days or less,
that have no QED price available, and were not held at the beginning of the current fiscal year, are
priced using amortized cost (amortizing premium/accreting discount on a straight-line to maturity
method}. If different amortized cost prices exist, the weighted average amortized cost price is
given to ali securities with the same CUSIP ID numbers.

External Investment Pools

For the year ended June 30, 1998, the Treasurer adopted the provisions of GASB Statement No.
31, Accounting and Financial Reporting for Certain Investments and for External Investment
Pools, which requires the following disciosures.

The Centrai Arizona Water Conservation District pool (CAWCD), the Local Government
Investment Pool (LGIP), and Local Government Investment Pool-Government {LGIP-GOV) are
external investment pools managed by the State Treasurer's Office with no regulatory oversight,
The pools are not required to register (and are not registered) with the Securities and Exchange
Commission under the 1940 investments Advisors Act. The activity and performance of the pools
Is reviewed monthly by the State Board of investment in accordance with A.R.S. §35-311,

The fair value of investments is measured on a monthly basis.

Participant shares are purchased and sold based on the Net Asset Value (NAV) of the shares.
The NAV is determined by dividing the fair value of the portfolio by the total shares outstanding.

The State Treasurer's Office does not contract with an outside insurer in order to guarantee the
value of the portfolio or the price of shares redeemed,

The State Treasurer's Office only makes investments in external investment pools that are
registered with the Securities and Exchange Commission.




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Cont'd)

The State Treasurer's Office is not an involuntary participant in another entity's external
investment pool.

The State Treasurer's Office is not aware of any involuntary participation in the pool. Participants
meeting the criteria established under A .R.S. §35-316 are eligible to participate in the pool and are
not required to disclose the reason for requesting the account.

The following is summary information for the external investment poots as of June 30, 1998:

Central Arizona Water Conservation District Pool

Interest Rates Maturity Dates
Par Cost Fair Valze From To From To
Commercial Paper $ 7,000,000 $ 6,983,317 $ 6,883,317 571% 571% 07116198 07/16/98
U.8. Government and Agency 215,441,188 215,401,248 216,437,742 495% T7.26% 07/02/96 06/15/08
Corporate Securities 6,000,000 6,040,401 6,043 800 7.68% 7.88% 01/07/00  01/07/C0
$228 441 198 5228 424 968 $228,464 859
Local Government investment Pool
Interest Rates Maturity Dates
Par Cost Fair Value From To From To
Commercial Paper $ 856,734,000 $ 854,785,928 $ 854,785,928 5.54% 5.72% 07/02/98 08/18/98
Negotiable CD's and BA's 199,000,000 198,973,558 198,943,858 5.62% 6.00% 07/13/98  10M4/88
U.5. Government and Agency 136,669,485 136,260,098 136,328,298 5.56% 6.00% 09/01/88 11/01/89
Corporate Securities 1,636,045,585 1,637,234,613 1,638,624,737 5.60% 10.00% 07/15/98 07/01/18
$2,828,449,080 $2,827,254 198 $2 826 682 821

10



STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Cont'd)

Local Government investment Pool-Government (LGIP-GOV)

Interest Rates Maturity Dates
Par Cost Fair Value From To From To
Repurchase Agreements $150,000,000 $150,000,000 $150,000,000 550% 5.78% 07/01/98 07/01/98
U.8. Government and Agency 93,759,000 93,012,986 92,946,302 0.00% 6.00% 11/15/98 11/15/99
§ 243,759,000 $243.012,986 $242 946 302

Composition of Investment Pools

The following schedule presents the investments at cost and fair value at June 30, 1998. All
securities of the internal and externai investment pools were purchased from registered securities
dealers and held by the Treasurer's custodial bank acting as the Treasurer's agent or in the
Treasurer's agent's custodial account with either the Federal Reserve, Depository Trust Company,
or Participant Trust Company in the Treasurer's name in book-entry form, or directly in the
Treasurer's name as money market mutual fund shares.

Fair
Name of Pool/Fund and Number Cost Value
Department of Transportation 2
U.S. Government and Agency Securities $ 509,497,091 $ _510.899.742

Total Pool 509,487,091 510,899,742
GovAgey 100%
State Agencies 3
Repurchase Agreements 125,000,000 125,000,000

U.S. Government and Agency Securities _1,286.745.688 1,285,528 400

Repos 8%

Total Pool 1,411,745688  1.410,528,400

GovkAgey D1%

"




STATE OF ARIZONA
OFFICE OF THE TREASURER

NOTES TO FINANCIAL STATEMENTS

June 30, 1998

NOTE 2 - ASSETS (Cont'd)

Fair
Name of Pool/Fund and Number Cost Value
Central Arizona Water Conservation District 4
Commercial Paper $ 6983317 $ 6983317
U.S. Government and Agency Securities 215,401,248 215,437,742
Corporate Securities 6,040,401 6.043,800 P 3%
Corp. Sec. 3%
Total Pool 228,424,966 228,464 859
Local Government Investment Pool 5
Commercial Paper 854,785,928 854,785,928
Negotiable Cerfificates of Deposit
and Banker's Acceptances 198,973,559 198,943,858
U.S. Government and Agency Securities 136,260,098 136,328,298
Corporate Securities 1,637,234 613 1.636.624.737 coma T
QoviAgoy 5%
Total Pool 2,827,254 198 2,826,682,821
Game and Fish Departmenté
U.S. Government and Agency Securities ___47.004 886 47,011,224
Total Pool 47,004,886 47,011,224
Local Government Investment - Govt Pool 7
Repurchase Agreements 150,000,000 150,000,000
U.S. Government and Agency Securities 93,012 986 92,946,302
Total Poct 243,012,986 242,946,302

GovUAgey J8%

12




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Cont'd)

Fair
Name of Pool/Fund and Number Cost Value
Medical Savings Account 2000 11
Money Market $ 3332 $ 33328
Totai pOOI 33’326 33'326 Hanay Mia 1008
A&M Colleges Land Earnings 101
Money Market 386,316 386,316
U.S. Government and Agency Securities 2,331,564 2,387,079
Corporate Securities 3.573.664 3.702.225
Total Fund 6,291,544 6,475,620 N
State Hospital Land Earnings 102
Money Market 329,823 320,823 Govtagey 12%
U.S. Government and Agency Securities 738,481 765,389
Corporate Securities 350,227 353,501
Total Fund 1,418,531 1,448,713
Money WMkl 23% Catp. Bac, 25%
Legislative, Executive, & Judicial Land Earnings 103
Money Market 561,859 561,859 N
U.S. Government and Agency Securities 1,586,266 1,636,044 Monay i 11% =
Corporate Securities _ 2,855,676 _ 2925429
Total Fund 5,003,801 5,123,332
Military Institute Land Earnings 104
Money Market 74,413 74,413 Moy MKL 18%
U.S. Government and Agency Securities 293,699 306,060 7z Corp. Sec. 23%
Corporate Securities __ 110,260 _ 112,733
Total Fund 478 372 493,206

GoviiAgey B1%

13




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Cont'd)

Corp. Beo. 28%

Govhgoy 14%

14

Fair
Name of Pool/Fund and Numher Cost Value
Miners Hospital Land Earnings 105
Money Market $ 527,282 $ 527,282 Gorp. Hec. 80%
U.S8. Government and Agency Securities 1,223,747 1,275,250
Corporate Securities 2449193 2.582 292
Total Fund 4,200,222 4,384 824 S, A
Normal School ASU/NAU Land Earnings 107
Money Market 190,706 180,706 Mosey MK, 15%
U.S. Government and Agency Securities 812,146 841,835 Corp. Bac. 9%
Corporate Securities 245 080 246,278
Total Fund 1,247,932 1,278,819
GovlAgay 8%
' Penitentiaries Land Earnings 108
Money Market 2,804,346 2,804,346
U.S. Government and Agency Securities 661,447 680,590
Corporate Securities - 1.204.656 1,205,303
Monay Mkt 6%
Total Fund 4,670,449 4,690,239
Permanent Common School Land Earnings 109
Money Market 35,968,380 35,968,380 Corp. Bac, E4%
U.S. Government and Agency Securities 341,628,291 354,826,184 :
Corporate Securities 433,781,461 . _452,183.936
Total Fund 811,378,132 842,978,500 Money MkL-4% W
GovVAgoy 42%
School for Deaf & Blind Land Earnings 110
Money Market 364,884 364,884
U.S. Government and Agency Securities 1,088,235 1,126,741 | Sotp. See. 4%
Corporate Securities 1,379,879 _ 1423637 \
Total Fund 2,832,998 2,915,262 '

Money Mkt. 13%

GevirAgey 38%




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Cont'd)

Fair

Name of Pool/Fund and Number Cost Value
School of Mines i.and Earnings 111

Money Market $ 526,244 $ 526,244

U.S. Government and Agency Securities 1,218,920 1,262,863 cor. Suc. T0%

Corporate Securities 4,045,014 4,235 756

Total Fund 5,790,178 6,024,863

) GoviAgey 1%
Monsy Mkt 9%

State Charitable Land Earnings 112

Money Market 344 057 344,057

U.5. Government and Agency Securities 2,387,952 2,443,581 Gorn. Suc. azp T T

Corporate Securities 12,151,979 12,241,879 o See nam

Total Fund 14,883,988 15,029,517

GoviAgey 10%
Money Mkt, 2%

University Fund Land Earnings 113

Money Market 595,887 595,887 Corp. B2, 50%

U.S. Government and Agency Securities 2,345,384 2,495 867 T

Corporate Securities 4,262 607 4.410,145

Total Fund 7,203,878 7,501,899

Wonay Midt. 0% GoviAgey 33%

U of A Land Earnings - 1881 114

Money Market 851,033 851,033

U.8. Government and Agency Securities 3,068,709 3,207,067 Corp. Bec. T7% S

Corporate Securities 13,365,758  _13,643.943 / | \

Total Fund 17,285,500 17,702,043 i B j

GoviAgey 18%

Monay Mkt 5%

15




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 2 - ASSETS (Concl'd)

Fair
Name of Pool/Fund and Number Cost Value

GRAND TOTAL - ALL POOL.S AND FUNDS

U.S. Government and Agency Securities $2,647,306,838 $2,661,406,258

Corporate Securities 2,123,050,468 2,141,935,594 Money Mid. 1%
Commercial Paper 861,769,245 861,769,245 Repos 4%
Repurchase Agreements 275,000,000 275,000,000 cP 145
Negotiable Cerificates of Deposit
and Banker's Acceptances 198,973,659 198,943,858
Money Market 43,558,556 43,558,556
TOTAL INVESTMENTS $6,149.658 666 $6,182.613.511

NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLE

Corp. Bae. 35%

CO/BA 3%

GovtAgcy 43%

For the year ended June 30, 1998, the Treasurer adopted the provisions of Statement No. 31 of
the Governmental Accounting Standards Board (GASB), Accounting and Financial Reporting for
Certain Investments and External Investment Pools. The new standard requires certain
investments to be reported at fair value rather than at cost. It also requires sponsors of external
investment pools, such as the Treasurer's Investment Trust Funds, to disclose certain
information. See the Note 2 - Assets.

Also as a result of adopting the provisions of GASB Statement No. 31, the Treasurer created a
new fiduciary fund type, Investment Trust Funds, consisting of certain monies previously reperted
as assets and liabilities in the Agency Fund. The reclassified amount of $2,823,784,451 at cost
has also been restated at fair value. Therefore, the beginning net asset balance of the newly
created Investment Trust Funds was $2,827,042,564.

NOTE 4 - MONIES ON DEPOSIT

The State Treasurer holds monies for state agencies, other political subdivisions (primarily
counties, cities, and towns), and public entities. The unaudited detail of those monies, as
recorded on the Uniform State Accounting System (USAS) at June 30, 1998, is set forth in the
supplemental information section titled, “Summary of Cash on Deposit with Treasurer.”

16




STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 1998

NOTE 4 - MONIES ON DEPOSIT (Concl'd)

The difference between the amounts presented on the summary and total liabilities and fund
equity reported on the balance sheet is the result of timing differences and other recenciling items.

NOTE 5 - CUSTODIAL SECURITIES

In accordance with Arizona Revised Statutes, various state agencies deposit securities with the
Treasurer for safekeeping. The following agencies had securities in safekeeping with the
Treasurer in the form of U.S. government and agency securities, certificates of deposit, municipal
and corporate bonds, and surety bonds at June 30, 1998, The securities are shown at par value.

State Agency Description Amount
Department of Insurance Insurance Company Premium Bonds $2,859,398,368
State Mine inspector Mine Reclamation Performance Bonds 40,613,818
Industriai Commission Worker's Compensation Self Insurance 24,382,000
Department of Health Services  Performance Bonds 4,886,000
Arizona Health Care Cost Health Plan Performance Bonds 4,008,103

Containment System
Banking Department Morigage Brokers, Mortgage Bankers, 2,740,000
and Escrow Agent Bonds
State Treasurer Contracted Fund Raiser Bond 2,375,000
State Treasurer Deposits in Lieu of Auto Insurance 2,107,500
State Treasurer Telephone Solicitor Bonds 1,400,000
Department of Transportation Motor Vehicle Related Bonds 1,339,750
State Treasurer Discount Buying Organization Bonds 510,000
Department of Agriculture Hay Broker, Fruit, and Vegetable Bonds 450,011
Land Department Mining/Land Use Performance Bonds 382,500
Department of Transportation Aircraft Dealer Bonds 138,000
State Board of Funeral Directors  Prearranged Funeral Sales Agreement Bonds 75,000
and Embalmers
Arizona Geological Survey Oil and Gas Drilling Bonds 50,000
Real Estate Department Real Estate License Performance Bond 10,000

TOTAL CUSTODIAL SECURITIES $2,944 866,050

Custodial securities and other assets summarized above are not included in the balance sheet
because they are held by the Treasurer for safekeeping only.

17




STATE OF ARIZONA
DOUGLAS R. NORTON, CPA OFFICE OF THE DEBRA K. DAVENPORT, CPA

AUDITOR GENERAL AUD[TOR GENERAL FMERAL

Independent Auditors’ Report

Members of the Arizona State Legislature

The Honorable Tony West
State Treasurer

We have audited the accompanying financial statements of the State of Arizona, Office of the Treasurer as of and
for the year ended June 30, 1998, as listed in the table of contents. These financial statements are the
responsibility of the Office of the Treasurer's management. Our responsibility is to express an opinion on these
financial statements based on our audit,

We conducted our audit in accordance with generally accepted auditing standards. 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 examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the Office of the Treasurer's financial statements are intended to present the financial
position, net assets, results of operations, and changes in net assets of only that portion of the funds of the State
of Arizona that are attributable to the transactions of the Office of the Treasurer.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Office of the Treasurer as of June 30, 1998, and the net assets, results of operations, and changes
in net assets of its investment trust funds for the year then ended in conformity with generally accepted
accounting principles.

As discussed in Note 3 to the financial statements, the Treasurer implemented Governmental Accounting
Standards Board Statement No. 31, Accounting and Financial Reporting for Certain Investments and External
Investment Pools. As a result, the Treasurer changed its method of accounting for investments in fiscal year
1997-98.

Our audit was made for the purpose of forming an opinion on the financial statements of the Office of the
Treasurer taken as a whole. The external investment pool financial statements listed as supplemental information
in the table of contents are presented for purposes of additional analysis and are not a required part of the
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the financial
statements taken as a whole.

The Summary of Cash on Deposit with Treasurer and accompanying note listed as supplemental information in
the table of contents has not been subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

Daudlas R. Norton
Auditor General
October 2, 1998
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EXTERNAL INVESTMENT POOL FINANCIAL STATEMENTS




STATE OF ARIZONA
OFFICE OF THE TREASURER
CENTRAL ARIZONA WATER CONSERVATION DISTRICT
STATEMENT OF NET ASSETS
June 30, 1998

External Participants Internal Participants Total Pool

Assets
Investments in securities, at fair value $197,048,193 $31,416,666 $228,464,859
Accrued interest and other receivables 925713 147,592 1.073.305

Total assets 197 973,906 31,564,258 229,538,164
Liabilities
Distributions payable 365,794 58,320 424 114

Total liabilities 365,794 58.320 424 114
Net assets held in trust $197.608,112 31,505,938 229,114,050
Net assets consist of;

Participant shares outstanding 197.608. 112 31,505,938 229,114 050

Participants net asset value
(net assets/shares outstanding) 1.0

O
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Revenues
Interest income
Net increase in fair value
Total revenues
Expenses
Management fees
Total expenses

Net investment income

STATE OF ARIZONA
OFFICE OF THE TREASURER
CENTRAL ARIZONA WATER CONSERVATION DISTRICT
STATEMENT OF OPERATIONS
Year ended June 30, 1998

External Participants internal Participants

$ 9,993,822 $611,256
1,987,798 121.580
11,981,620 732,836
154,979 9479
154.979 9.479
$11.826.641 $723.357
STATE OF ARIZONA
OFFICE OF THE TREASURER

CENTRAL ARIZONA WATER CONSERVATION DISTRICT
STATEMENT OF CHANGES IN NET ASSETS

Net increase in net assets
from operations

Distributions to participants
Distributions paid and payable

Share fransactions at net
asset value of $1.00

Purchase of units
Reinvestment of interest
Sale of units

Net increase in net assets from
share transactions

Net assets
Beginning of period

End of period

Year ended June 30, 1998

External Participants

$ 11,826,641

(11,826,641)

28,018,763
12,272,592

32,852,973

7,438,382

190,169,730
197,608,112

internal Participants

$ 723,357

{723,357)

1,744,826,507

1.722.968,210

21,868,297

9,647,641
$ 31505938
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Jotal Pool

$10,605,078
2.109.378
12,714,456

164.458
164,458

$12.549,098

Total Pool

$ 12,549,998

(12,549,098)

1,772,845,270
12,272,582
(1.755.821,183)

29,296,679

199.817.371
$220.114,050




STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL
STATEMENT OF NET ASSETS
June 30, 1998

External Participants Internal Participants Total Pool

Assets
Investments in securities, at fair value $1,895,771,345 $930,911,476 $2,826,682,821
Accrued interest and other receivables 14,356,133 7.049.525 21.405.658

Total assets 1.910.127 478 937.961.001 2.848 088 479
Liabilities
Distributions payable 11,057,669 5429826 16,487,495

Total liabilities 11.057.669 5,429 826 16,487 495
Net assets held in trust $1,890 069,809 $932 531,175 $2.831.600,984
Net assets consist of:

Participant shares outstanding 1.889.069,809 932,531,175 2.831.600.984
Participants net asset value

(net assets/shares outstanding) 1.00 1.00 1.00
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Revenues
Interest income
Net increase in fair value
Total revenues
Expenses
Management fees
Total expenses

Net investment income

Net increase in net assets
from operations

Distributions to participants
Distributions paid and payable

Share transactions at net
asset value of $1.00

Purchase of units
Reinvestment of interest
Saie of units

Net increase in net assets from
share transactions

Net assets
Beginning of period

End of period

STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL
STATEMENT OF OPERATIONS
Year ended June 30, 1998

External Participants Internal Participants

$68,591,941 $33,151,555
30,061,089 14,528,993
98,653,030 47 680,548
1,349,484 662,227
1.340 484 652,227
$97.303,546 47.028 321
STATE OF ARIZONA

OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL
STATEMENT OF CHANGES IN NET ASSETS

Year ended June 30, 1998

External Participants Internal Participants

$ 97,303,546 $ 47,028,321
(97,303,546) (47,028,321)
2,543,466,290 13,610,188,175
88,320,533 8,684,128
(2.333.267,530) (13.570.727.805)
298,519,293 48,144,498
1,600.550.516 884,386,677
$1,899,069.800 $ 032531175
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Total Pool

$101,743,496
44,580,082
146,333,578

2,001,711

2,001,711

$144,331,867

Total Pool

$ 144,331,867

(144,331,867)

16,153,654,465
97,004,661

15,903,995 335

346,663,791

2,484.937.193
$ 2.831.600,984




STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL - GOVERNMENT (LGIP-GOV)
STATEMENT OF NET ASSETS
June 30, 19298

External Participants Internaj Participants Total Pool

Assets
investments in securities, at fair vaiue $139,752,788 $103,193,514 $242,946,302
Accrued interest and other receivables 5H66.815 418,536 985,351

Total assets 140.319.603 103.612.050 243.931.653
Liabilities
Distributions payable 439,304 324,383 763.687

Total liabilities 439,304 324,383 763.687
Net assets held in trust $139.880,299 $103.287.667 $243.167,966
Net assets consist of:

Participant shares outstanding $139,880,299 103 287 667 243 167 966
Participants net asset value

{net assets/shares outstanding) 1.00 1.00 1.00
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STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL - GOVERNMENT {(LGIP-GOV)
STATEMENT OF OPERATIONS
Year ended June 30, 1998

External Participants Internal Participants Total Pool
Revenues
Interest income $6,619,374 $422,361 $7,041,735
Net incease in fair value 788,709 50,325 839.034
Total revenues 7.408.083 472 686 7.880,769
Expenses
Management fees 107,517 6,860 114,377
Total expenses 107 517 6.880 114,377
Net investment income $7.300,566 $465 826 $7.766,392
STATE OF ARIZONA
OFFICE OF THE TREASURER

LOCAL GOVERNMENT INVESTMENT POOL - GOVERNMENT {LGIP-GOV)
‘ STATEMENT OF CHANGES IN NET ASSETS
Year ended June 30, 1998

External Participants Internal Participants Jotal Pool

Net increase in net assets

from operations $ 7,300,566 3 465,826 3 7,766,392
Distributions to participants

Distributions paid and payable (7,300,566) (465,826} (7,766,392)
Share transactions at net

asset value of $1.00

Purchase of units 146,515,359 16,378,701,170 16,525,216,529

Reinvestment of interest 6,802,386 6,802,395

Sale of units {146,642.217) (16,284 496,742} {16.431,138,959)

Net increase in net assets from

share transactions 6,675,538 94,204 428 100,879,066

Net assets
Beginning of pericd 133,204,761 9,083,239 142,288,000
End of period $139,880.299 $ 103,287 8667 $ 243 167,966
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NOTE -

STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTE TO SUMMARY OF CASH ON DEPOSIT WITH TREASURER
June 30, 1998 '

(UNAUDITED)

The Summary of Cash on Deposit with Treasurer schedule presents a detail summary of the
monies the State Treasurer holds for state agencies, other political subdivisions (primarily
counties, cities, and towns), and public entities for the year ended June 30, 1998, as
recorded on the Uniform Statewide Accounting System (USAS) on essentially a cash basis.
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