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To the Citizens, Governor,
and Members of the Legislature
of the State of Utah:

It is our pleasure to present the 1998 Comprehensive Annual Financial Report of the State oht#tatdance with Section 638-204 of
theUtah Code Annotated, 19585 amended. Responsibility for the accuracy of the data and the completeness and fairness of the present
including all disclosures, rests with the State’s management. To the best of our knowledge and belief, the enclosedtelgtpraseuts the
State’s financial position and results of operations in all material respects. We believe that all disclosures necedsarthtorender to gain

an understanding of the State’s financial activities are included.

The Comprehensive Annual Financial Report is presented in three sections: Introductory, Financial, and Statistical. Gioeylstotion contains
a list of principal officials, this transmittal letter, the state organization chart, and graphic presentations givingeam aivstate operations.
Included in the Financial section are the general purpose financial statements and footnotes; the individual, combimiogntagabap financial
statements; as well as the State Auditor’s report. A history of selected financial and demographic information is itichbsBtim.

Federal regulations require the State to undergo an annual “Single Audit” in conformance with the Federal Single AudiBActoamended
and the U.S. Office of Management and Budget Circular A—A88jts of State and Local Governments and Non-Profit Organizations
Information relating to the Single Audit, including the schedule of expenditures of federal awards, audit findings, suprioagudit findings
and recommendations, and the State Auditor’s reports, is issued in a separate report and will be available at a later date.

This report includes all funds aragcount groups of the State of Utah. Within the funds are the various departments, agencies, and o
organizational units governed by the State Legislature and/or the constitutional officers of the State of Utah. The @&¢atseaees such

as education, health and human assistance, highway maintenance and construction (transportation), law enforcementejudiuigdlisys
safety programs, natural resource management, and community and economic development programs. This report reflecfsthiesecosts
services in detail and in summary.

In addition to general government activities, we have included component unit entities which are financially account&tepahéor which

the nature and significance of their relationship with the State are such that exclusion would cause this report to hg orisheadnplete.

The criteria used to determine if a particular entity is financiallpactable are: (1) a state official appoints a voting majority of the entity’s

governing body; and (2) the State has thiétalto impose its will on that entity or the entity has the potential to provide specific financial
benefits to, or impose specific financial burdens on, the State. The component units and other entities that are angpadroirtbiade, but

are not limited to, the Utah State Retirement Office, Unemployment Compensation Trust Fund, Workers’ Compensation Fungsitijah Ho
Finance Agency, Alcoholic Beverage Control Commission, Board of Regents Student Assistance Programs, and State Collegesitesl Uni

ECONOMIC OUTLOOK

Utah has experienced the longest sustained economic expansion in modern history with population and job growth ratesatisical the
average. Utah has enjoyed 10 consecutive years of 3 percent or better job growth. Unemployment rates have been comtithahatertal
average as reflected by September 1998 rates of 4.5 percent for the U.S. and 3.3 percent for Utah. This sustaiitegrewath contributed
to state revenues meeting expenditure levels and providing some surpluses. As the state’s economy returns to more drgnaliyedlitah
faces continuing emomic challenges dealing with population growth, preserving quality of life, and training for jobs of the future.

Employment growth, an important economic indicator, is slowing but continues to look strong. The average annual growil9étésfor
projected to be 30,200 jobs, while job growth was 39,800 for 1997. The job growth rate for 1997 was 4.2 percent andd4@iuge8te
percent for 1998 and 2.5 percent for 1999.

The service industries continue to generate the largest number of jobs in the State. From S&p®anbeBeptember 1998, services created
9,200 new jobs, a growth rate of 3.3 percent. Business services, which include temporary and employee leasing firmsgéstdribeetsse



of 3,200 new jobs, or 6.0 percent. The other major contributors to rapid expansion were high-tech computer services aittedmalites,
engineering/management services, and personal/amusement services. Construction growth continues to be strong with indrégsercent
or 3,000 jobs. Although residential construction is slowing, commercial, government, and highway construction are veRetaditigad
wholesale trade added 4,400 total new jobs, a 1.8 percent increase. The transportation, communication, and utilitiehaddyrstviés of
1,700 jobs, or a 3.0 percent growth rate. Finance, insurance, and real estate had growth of 2.6 ped@¥hthew jobs. Manufacturing
continues to grow, creating 1,300 new jobs, or a 1.0 percent growth rate. Government grew at 4.3 percent, creating 1h40b,0egd
the jobs were in education. Mining showed a decrease of 4.7 percent, or 400 jobs.

The population forecast fdr998 is 2,087,000, which is 1.8 percent higher than the 1997 population of 2,049,000. Since 1990, Utah'’s rate of
population growth has averaged 2.5 percent, so thexdet for1998 signals a slowdown in population growth. Net in-migration was
approximately 10,500 in 1997, the seventh consecutive year of strong net in-migration. With the slowing economic growthigraébin

is expected to be approximately 3,400 in 1998.

The State’s population is concentrated along the Wasatch Front, with Salt Lake, Weber, Davis, aodrtieghaontaining 76 percent of the
State’s population. Counties outside the metropolitan areas continue to expeopuletion and economic growth. In 1997 almost half (48.7
percent) of the State’s net in-migration was attributed to non-metropolitan counties.

Utah’s demographics are unique. On the average, Utah residents are the youngest in the nation. The most recent detaictvés!ditel 996,
shows Utah ranked first in the percent of population under five years of age, and first in the percent of populationtageddivieen. Utah's
young, energetic, and educated work force has attracted national recognition, making Utah an attractive site for busioesarekpzlncation.

Utah is located in the center of the Rocky Mountain region, with exceléestss to major national and international markets. Transportation
infrastructure in the form of interstate highways, railroad lines, and an international airport is in place and is exppruliiggtefficient
transportation for business and tourism.

Tourism represents an important activity in the State’s economy. The geography and climate of Utah provide excellenhdaeatieat@nal
opporturities for its citizens and visitors. The State has some of the best snow skiing conditions in the world. Within the Saatefithesre
national parks and seven national monuments, two national recreation areas, one national historic site, seven natianal 4&rastde parks.
A visitor can go from high mountain vistas to spectacular desert sandstone formations in a few hours. The beauty obthbitedinith
the exceptional business climate, helps to draw over 17 million trips by visitors annually to the State. Tourism contribdt&egl dmillion to
the State’s economsach year.

MAJOR INITIATIVES

Utah is facing a significant era of change as we move into the twenty-first century. The State’s populatiomashéhane million i1966,
has taken only 30 years to reach 2 million. The population is projected to grow to 3 million in only 16 years, and thadtatekhd million

by the year 2050. This growth has had a significant impact on the State’s resources and life styles. Growth is inevitabik baing
challenges that must be faced and managed. The Governor and Legislature are working with local governments and privegadopkiness
for the future and address current needs of the State. Strains created by growth include higher housing prices, lahdowhortagpmyment
rates, and upward pressure on wages. In addition, growth strains such as traffic congestion, air quality concerns, amtopatentdare of
great interest. Demands on government services in education, corrections, and health and human services continue teogroatianith p
increases. The State also faces the challenge of sustaining its quality of life and maintaining open spaces for agoipldfuard peldlife.

The State’s transportation needs have taken the center stage this past year with the continuation of reconstructice abl(tdrsyahrough

Salt Lake County. The rebuilding of I-15 is currently the largest public works project in North America. The project ieddbedompletion

by 2001, with a budget of $1.6 billion. In addition, major traffic arteries in Salt Lake County were improved to handifutiadficonstruction

and to improve traffic flows. The Legacy Highway from Box Elder County to Juab County is in the planning stages. Thesmsmcation
developments, along with the I-15 reconstruction, have an anticipated cost of $2.6 billion over the next 9 years. Thd Bigheagi&und

was created to accumulate resources and to fund these projects. Funding will come from increased motor fuel taxes agistratimtefees

that became effective July 1, 1997. In addition, in fiscal years 1998 and 1999 the Legislature appropriated a total dibf188nmihe

General Fund to the Centennial HighwaynB. To meet cash flow needs for construction, from July 1997 to July 1998, the State issued $840
million in General Obligation Debt. These Centennial Highway Fund and construction projects are in addition to ongointiccoimsthec
Transportation Fund.

Education continues to be a significant issue facing the State. Utah ranks first in the nation in the number of schatreageschipercentage

of the population, which results in the State spending over 48.9 percent of its tax revenues for education. Student ienttedirpabtic

education system (grades K through 12) and higher education continues to increase. The following are some of the imativésrtaken

to address education concerns: In 1998 the Legislature provided funding for conversion to the semester system by ialtistaseoirnisigher
education. This will improve academic programs and transfigyaietween institutions. They also enhanced funding for libraries, technology
initiatives, new student enrollment growth, operation and maintenance of new facilities, and compensation for higher Rdbtiatemucation

received ongoinguinding that had been funded with one-time money in the past, for programs such as reducing class size, improving reading
skills, and implementing new tecology. The Technology 2000 initiatives include development and delivery of courses on inter-active video,
multimedia, e-malil, television, and the Internet.
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The State continues to address an expanding prison population through constructing regional and privatized facilitiag, lmcaasi
government contracts, and expanding the state prison and home confinement programs. Youth Corrections has been funded v@ioptem
programs including community alternatives to detention, presumptive sentencing guidelines, and establishing contempt tamistatlife
also authorized the construction of a 288 bed addition to an existing correctional facility, approval for additional flarcthigeBivision of
Youth Corrections, and $8 million for the construction of two 32 bed multi-use facilities.

Health and human services issues are being addressed with welfare reforms that focus on employment, short-term intérjgmtiainiag. The
State created a new Department of Workforce Services that consolidates family support, job training, and job placememtniEme wepreduce
red tape with program simplification and one-stop service delivery locations. The Legislature provided enhanced funttingrfat cigk of abuse
and neglect, people with disabilities, abuse treatment programs, Aging and Adult Services, and for mental health treat@®$t &giglature
passed the Children’s Health Insurance Program which provides access to health insurance for children in working poor families.

Environmental issues such as air quality, water quality, anddeazawaste continue to grow with the population. Environmentaiwgbeeontinues

for underground storage tanks ardrlous waste sites. Programs to protect and provide drinking water and waste water treatment are contint
being developed throughout the State. The State continues to study and develop programs to reduce emission from vehistes dadiaus
funding mechanisms are used to pay for these programs including general tax revenues, restricted taxes, fees, and loan programs

The State continues to enhance its economic development programs. The Department of Commurotyoand Bevelopmenteceived $2.5
million in 1998 and $1.5 million in 1999 to enhance low incdraasing opportunities. The Industrial Assistance Fund, which uses incentives
to attract new businesses to Utah or to expand existing businesses in rural areas, received $2.6 h8li8rafmt 1999. The State continues

to focus efforts on revitalizing rural economics throughout the State.

Due to a semi-arid climate, maintaining an adequate water supply is always a great concern of the State. The Statdyishcvohied ai
water development and conservation projects, ranging from small local water projects to major reservoir storage projecid. draats to
improve our water system infrastructure continue to be provided through state agencies.

The State has taken action to ensure the electronic data processing systems, applications, and equipment are Year 20@lgN2Rheo
Legislature has appropriated $6 million of special funding to state agencies for conversion of systems for Y2K compliStete. i$he the
remediation and testing stage. Most of the mission critical systems are scheduled to be Y2K compliant by March of 199%emwiimder
planned for completion by July 1999. Colleges and Universities are in the assessment and remediation phase of Y2K ddreflitaiee.
is also actively working with vendors, suppliers, and other business partners to be certain that their systems and proctasesnsely affect
the State of Utah.

Salt Lake City will be the host city for the 2002 International Winter Olympics. The State has been preparing for thie d@38intien the
voters approved use of a portion of the sales tax to build and operate winter sports facilities to pursue the bid. 19 Ahel 388e will sell
the winter sports facilities to the Salt Lake Organizing Committee. The proceeds from the sale will be used to repayatit |Staie
governments for the sales taxes used. The Salt Lake Organizing Committee has begun construction and upgrade of the feiciteiesport
to make them suitable to host the Olympic Winter Games of 2002.

Many issues related to hosting the 2002 Winter Olympic Games will affect the Statélaaduire continued planning and coordination with
the Salt Lake Organizing Committee and state and local governments. The State continues to work with the Committee ttreexadnataic
impact on state and local government services, as well as to review the economic benefits.

FINANCIAL INFORMATION
Internal Control:

The State’s systems of internal control over assets recorded in the accounting system have been designed to providbutastrzdiselute,
assurance regarding the safeguarding of assets against loss from unauthorized use or disposition and to ensure thiefireliatidityecords
for preparing financial statements. The concept of reasonable assurance recognizes that the cost of a control shoulthedvenxetisdikely
to be derived and that the evaluation of costs and benefits requires estimates and judgments by management.

Budgetary Control:

The State Constitution requires that budgeted expenditures shouldceetieestimated revenues and other sourcesndirfg, including
beginning fund balances. Annually, the Governor is required to submit a balanced budget to the Legislature. The Ledisiane® aut
expenditures in the annual stétepropriations ActsThe Acts also identify the sources of funding for budgeted expenditures. The budget |
generally prepared on a basis consistent with generally accepted accounting principles (GAAPceauafihg for certain intrafund activity.

In the event actual revenues are insufficient to cover budgeted expenditures, the Governor must order budget reducticergtsAdjthse

budget may be made throughout the year for changes in departmental revenndseveénues so that departments and funds will not end the
fiscal year in a deficit position.
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The State also has an appropriation limitation statute which limits the growth in state appropriations. The law providesctlireiations.
First, as population, personal income, and inflation increase, appropriations are allowed to increase only at the samate.r8atvad, it limits
outstanding state general obligation debt to 20 percent of the appropriations limit. Third, it establishes a ceilingfemiaadated property
tax rate, which funds a portion of public education at the local level. The property tax rate ceiling is the level estalyli4hé®89.

In 1997 and 1998 the Legislature exempted appropriations for construction of capital developments, appropriations tortia Idighteay
Fund, and transfers to the Budgetary Reserve Account (Rainy Day Reserve Account) from the appropriations limit. The aisgistagmgpted
highway bonding from the statutory debt limit.

The above statutory limitation can be exceeded only if a fiscal emergency is declared and approved by more than twaotthinds séd of
the Legislature, or if approved by a vote of the people. However, the appropriations limit statute may be amended byia bwjofiguses
of the Legislature.

The State was $114 million below the appropriations limitation for the fiscal year ended Ju88&80The State is currently below the fiscal
year 1999 appropriations limitation B238 million. Also, the State is currently $122 million below the statutory debt limit and $702 million
below the debt limit established in the Constitution.

General Governmental Functions:

General governmental functions are represented by the General Fund, the Special Revenue Funds, the Debt Service Fah&®rdjecGapit
Fund, the General Long-Term Obligation Account Group, and the General Fixed Assets Account Group.

Revenues for general government functions totaled $5.3 billion in 1998, an increase of 9.9 percent over 1997. This dods hohihc

proceeds, beginning fund balances, and other financing sources that are used to pay govarnthemfariditures. The amounts of revenue
from various sources and the changes from last year are shown as follows:

General Government Revenues
(Expressed in Thousands)

Increase / (Decrease)

Percent From 1997
Revenue Source Amount of Total Amount Percent

Sales TaX. v vvv ittt $87,849 24.4% $ 27,888 2.2%
Individual Income Tax. ..........covvuiunnnn. 317,494 26.1 140,162 11.3
Corporate Income TaX . ....ovvvvinnnnnnn... 196,275 3.7 4,284 2.2
Motor and Special Fuel Tax .. ............... 290,086 5.5 75,328 35.1
Licenses, Permits,and Fees ................. 83,994 1.6 19,508 30.3
Investmentincome .. ...................... 61,782 1.2 22,378 56.8
Federal Revenues . .................. ... ... 38P,748 26.2 67,469 5.1
Other Taxes and Revenue .................. 592,676 11.3 117,987 24.9

Total ..o $ 572,904 100.0% $ 475,004 9.9%

Sales Tax is the largest unrestricted source of state tax revenues. The increase of $28 million, or 2.2 percent oves tfeapress the result
of strong consumer spending caused by population, low unemployment rates, and commercial constructionomficsgrowth was evident
in statistics through the end of 1997. During 1997 retail sales increased 3.2 percent and nonresidential permit valukd4noeeeset.
Statistics for 1998 continue to reflect strong growth but at a sloaws. p

Individual Income Tax increased $140 million, or 11.3 percent. The growth was mainly attributed to the increased growtbfin jobs
approximately 4.2 percent and personal income growth rate of about 7.4 percent in 1997.

The Corporate Income Tax increase of $4 million, or 2.2 percent, was attributable to economic growth.

The Motor and Special Fuel Tax increase of $75 million, or 35.1 percent, was caused by a five cents a gallon increasadngdiesihe
tax and an increase in vehicle miles due to population growth.

The Licenses, Permits, and Fees increase of $20 million, or 30.3 percent, was mainly attributable to an increase irothehates f
registration and trucking fees.

The Investment Income increase of $22 million, or 56.8 percent, was mainly attributable to an increase in the averageeastubdtam

bond proceeds and an increase in the average yield on investments in the State Treasurer's pools. The average yiel@lieaber&tatPools
increased to 5.74 percent in fiscal year 1998 from 5.63 percent in fiscal year 1997.
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The Federal Revenues net increase of $67 million, or 5.1 percent, was mostly attributable to increased federal revetiogvingleedas:
Medicaid, $34 million; Health Care Financing, $5 million; Office of Education, $19 million; Human Servicedli&s; @riminal and Juvenile
Justice, $2 million; and other miscellaneous increases. Additionally, this increase includes the federal recgb&inhdlmn for compensated
absences and postemployment benefits. These increases were offset by a net $3 million decrease in federal revenuedtorrarort
million decrease in Workforce Services, and a $32am decrease in federal revenues for Environmental Quality due to the completion of
superfund clean-up sites funded with federal revenue.

Other taxes and revenues increased by $118 million, or 24.9 percent. The largest revenue increases occurred in the dafiowing
intergovernmental revenues, $34 million; $15 million in the collection of inheritance taxes; $12 million in cigarette téoes2hieent per
pack increase in the cigarette tax; $38 million restricted accrued taxes; departmental collectidfien$énd other miscellaneous increases.
These increases were offset by an $3 million decrease in aeronautic revenues due to decreased federal funds for agtpmmt constru

Expenditures and other uses for total general governmental functions were $5.6 billion, an increase of 11.8 pd@@nt dhier does not include

transfers made to other funds except General Fund appropriations transferred to the colleges and universities, whieil anettiecfatiowing
table as higher education expenditures. State government expenditures and other uses by function and the changes amramélimas:

General Government Expenditures
(Expressed in Thousands)

Increase / (Decrease)

Percent From 1997
Function Amount of Total Amount Percent
General Government . .................... 51,671 4.5% $ (21,645) (7.9)%
Education:

Public ........ 676,675 29.7 21,748 1.3

Higher . ... ... .. ... . . .. . . 475,817 8.4 11,615 25
Human Services, Workforce Services, Health,

Environmental Quality, and Corrections. . . . 1574,857 27.9 94,241 6.4
Transportation and Public Safety . ............ 126,142 20.0 453,512 67.4
Natural Resources . ....................... 88,529 1.6 123 (3.4)
Community and Economic Development. . . . . 72,847 1.3 (1537) (13.7)
Business, Labor, and Agriculture ............ 42,423 0.7 3,316 8.5
DebtService . .......... ... . .. 131,075 2.3 30,424 30.2
Capital Projects . ........... ..., 200,912 3.6 18,783 10.3

Total ............ ... . ... ... $ 10,948 100.0% $ 597,330 11.8%

The decrease in General Government expenditures of $22 million, or 7.9 percent, is mainly due to a $47 million shift afreraptayity
services now provided by the Department of Workforce Services. Additionally, leave/postemployment benefits expendituess liefidas
million. These decreases were offset by a $11 million increase in Tax Commission Administrative expenditures; a $15rgaliennr€ourts,
elected officials, and the Legislature; and other miscellaneous increases in government operations. The $11 million Tecrg2esminission
Administrative expenditures was due in part to the $8.5 million in bormkeds used in the first phase of a tax systems modernization.

Expenditures for Public and Higher Education are the largest use of state revenues. The increases of $22 million, ot, irBFeéstien
Education and $12 million, or 2.5 percent, in Higher Education reflect additional funding for the continued growth in schopliagon;
funding to reduce class size and increase teachers’ compensatidimgfto offset increased costs for student transportation; and funding for
technical initiatives. Additionally, the Legislature appropriated $2.5 million to support higher education’s plan to comvartrarter to
semester calendar at all institutions.

Human Services, Workforce Services, Corrections, Health, and Environmental Quality expenditures increased by $94 milip@rcents.

The largest expenditure increases occurred in the following areas: medical assistance, $39 million; health care progtamsdigability
programs, $9 million; youth corrections programs, $9 million; and family service programd|i&@. Approximately $63 million in increases

are due to a shift of child care services, job programs and employment services provided by Workforce Services in 199&e@beseavere
offset by a $32 million decrease in expenditures for Environmentdit@umainly due to the completion of clean-up sites funded with federal
revenue. Food stamps and food commodities distributions decreased by $6 million. The reduction in food stamps was c&usgtidoy a $
conversion of food benefits to cash payment benefits &1i® anillion reduction in case loads. Federal revenues provided the majority of the
funding for increases in the Departments of Human Services, Workforce Services, and Health. Expenditures in the Departreetion$ C
increased by $7 million due to expanding prison facilities and population.

Transportation and Public Safety expenditures increased by $454 million, or 67.4 percent. This was mainly due to a $4iidreaiiom
highway construction expenditures associated with the Centennial Highway Fund, offset by a $24 million decrease in highwéigrcons
expenditures in the Transportation Fund, and other miscellaneous increases. The Centennial Highway Fund was createdl&yitben_egi
1996 to account for activity associated with the I-15 reconstruction and other Centennial Highway projects. The majocigtofitve came
from bond preoeeds.



Expenditures for Capital Projects went from $182 million in fiscal 887 to $201 million in fiscal year 1998, an increase of $19 million or
10.3 percent. This increase was due in part to an increase in renovation and construction of various higher educagion facilitie

Each fund of the State maintains an equity position which is either restricted by state law, restricted by contractsenvisduane available
for future appropriation. The equity position of the State’s General Fund and Special Revenue Funds are noted below:

A. General Fund — Departments lapsed unexpended appropriations of $2 million to the unreserved fund balance. The Gerdzel Fund en
the year with an unreserved fund balance of $9 million and a reserved and designated fund balance of $510 million, iBcluding $8
million designated for the Rainy Day Reserve Account.

B. Special Revenue Funds — These funds are the Uniform School Fund, the Transportation Fund, the Centennial Highway Fund, the
Sports Authority Fund, and the Consumer Education Fund.

The Uniform School Fund ended the year with a $34 million unresemveblfalance and a reserved and designated fund balance of
$196 million.

The Department of Transportation lapsed $7 million of unexpended appropriations to the unreserved fund balance of tiaéidfranspor
Fund. The Transportation Fund ended the year with an unresenedélance of $42 thousand and a reserved and designated fund
balance of $18 million.

The Centennial Highway Fund had an unexpended fund balance of $459 million that is restricted for use on Centennial Hégtsvay pro

The Sports Authority Fund was created in 1988dcount for sales tax revenue restricted for Winter Olympic facilities. The Fund
ended the year with an unreserved fund balance of $937 thousand.

The Consumer Education Fund had an unreserved fund balance of $309 thousand.

Funding of Compensated Absences and Postemployment Benefits:

In fiscal year 1994 the Statedame the first state to recognize amutffits liabilities for compensated absences and postemployment benefits. The
funding for the liability came from thecceleration of tax revenue recdgm as a result of implementing new accounting standards. Compensated
absences and postemployment benefits are also funded \sitiaraal of the federal receivable for the federal share of thigyia®ngoing funding

is charged to agency budgets as benefits are earned. As of Ja88&ahe liability for compensated absences and postemployment benefits was
$157 million in the General Fund, $17 million in the Uniform School Fund, and $29 million in the Transportation Fund.

Enterprise Funds:

The Enterprise Funds are comprised of governmental and quasi-governmental agencies pomddiagd services to the public on a charge-
for-services basis. The Student Assistance Programs are a major part of the Enterprise Funds. These programs issudthairdotlieide
debt repayment is funded through loan service fees, interest earnings, and federal aid.

The Alcoholic Beverage Control Fund (Enterprise Fund) controls the sale of alcoholic beverages in the State, and tleeipexfifsora these
sales are transferred to the General Fund. Net income from operations totaled $26 million in fiscal year 1998, an irtradsenpfos 8.2
percent, from 1997. In addition, Sales Tax and School Lunch Tax collected on liquor sales were $6 million altidi$12nncrease of $471
thousand and $813 thousand from 1997, respectively.

Internal Service Funds:

The Internal Service Funds provide services to state and local governments and are financed through user charges. Mogptftodpatate
on a break-even basis. Rates are adjusted annually for over or under recovery of cost. The State’s self-insurance prbgnaageRiskt,
also operates as an Internal Service Fund. The Fund has sufficient current operating reserves and is funded for astuarial losse
Pension Trust Fund:

Operations of the State Retirement Systems have continued with favorable results. The Fund is actuarially sound, andutiiieirodecen
actuarially accrued liabilities @772.059 million are being amortized and funded over a 30-year period which began January 1, 1990.

Debt Administration:

The State continues to enjoy a triple “A” rating on general obligation bondsdoubke “A” rating on revenue bonds from Moody’s Investors
Service Inc., Standard & Poor’s Corporation, and Fitch Investor's Service. The State also received top ratings on corperefmah pa



Moody's Investors Service Inc., Standard & Poor’s Corporation, and Fitch Investor's Service. These are the best ratitegaral/adaie the
State millions of dollars in interest on general obligation and revenue-type bonds, and commercial paper. During the fisecbtgta issued
$65 million in general obligation bonds and $4 million in lease revbonds for construction and renovation of various capital facilities. The
State also issued $340 million in general obligation bonds and $260 million in commercial paper notes to be used in higlugdgrton

Shortly after fiscal yearend, the State issued general obligation bonds totaling $55 million and lease revenue bondkSebtalitigrfor
building construction and purchases. The State also issued $210 million in general obligation bonds to convert $210meillio8 ©A&B
commercial paper notes to long-term bonds. In addition, the State issued $240 million in commercial paper notes, to leghse for
construction. The remaining commercial paper is expected to be converted to long-term bonds before May 2, 2003. ThéhStatedd@au
issue an additional $23 million in general obligation bonds for construction and renovation of various céji¢sl. fibe bonds are not likely
to be issued before July 1999.

Constitutional Debt Limitation:

Article XIV, Section 1, of the State’s Constitution limits the State to a total general obligation debt not to exceedjgretfaeaat any one
time, an amount equal to 1.5 percent of the value of the taxable property of the State, as shown by the last assessnmnpfgestaUsing

the latest December 1997 value, the debt limit of the State886&billion. Revenue bonds and certificates of participation issued by the State
are legally excluded from the debt limitations.

As of June 30, 1998, the State’s total general obligation bonded debt outstanding was $1.202 billion, leaving avail&édeb82l million
of additional general obligation borrowing capacity. As of October 31, 1998, the outstanding debt was $1.184 billion,mdathirsgre
constitutional limit of $702 million.

Statutory Limitations on State Indebtedness:

A statutory debt limit is established in thigah Code Annotated, 19585 amended, Section 63—38c. It sets the maximum general obligatior
bonding authority at 20 percent of the appropriation limitation discussed earlier. Under this limitation, the State mégl loanstanding
general obligation debt of approximately $706 million. As of October 31, 1998, excluding $600 million in highway bondsenéxemat

from the statutory bond limit, the remaining borrowing capacity of the State under this limitation is $122 million.

Cash Management:

Cash is controlled by the State Treasurer or by other administrative bodies as specified by law. Investments are madadr wotimplie
State Money Management Adiitth Code Annotated, 1958s amended, Section 51-7). All cash deposited with the State Treasurer by sta
entities is managed in pooled investment funds to safeguard assets and to maximize interest earnings. The Treasureastvesisltlding

the cash float, in short-term securities and other investments such as certificates of deposit, obligations of the U/Scdmeasrtaial paper,

and repurchase agreements. Certain investment pools may invest in corporate bonds and equity securities.

Deposits of $4 million for the Primary Government and $3 million for component units are insured by the Federal Deposit Cyraration
or by collateral held by the State’s agent in the name of the State. The remaining deposits are uninsured and uncollate@iatedioes
not require collateral on deposits. However, the State Commissioner of Financial Institutions monitors financial instiatiolysand
establishes limits for deposits of public money for each institution. The State Treasurer’s pool yields were betweenn®.88chBrc8 percent
for fiscal year 1998. Variations in yield were usually due to the long-or short-term nature of the pools.

Risk Management:

The State is self-insured against certain property and liability claims. The Legislature established the Risk Managentepiaiuad t
commercial insurance or to accumulate reserves for the self-insured portion of certain propertyligznddiah Revenues are generated from
premiums charged to state departments, institutions of higher education, and local school districts.

The property self-insurance limits for the fiscal year 1998 were $1 million per claim, with an annual aggregate of $2femibbtoy year.
Generally, claims over the self-insured limits are covered by policies with private insurance companies.

INDEPENDENT AUDIT

In compliance with state statute, an annual financial audit of the “State Entity” is congdeteglear by the Utah State Auditor's Office in
conjunction with other audit firms. Their audit was conducteddoordance with generally accepted auditing standards and the standar
applicable to financial audits containeddovernment Auditing Standardssued by the Comptroller General of the United States. Their report
on the general purpose financial statements has been included in the financial section of this report. In addition oibreliStdtes ¢through

the State Auditor the “Single Audit” of all federal funds. The Single Audit is issued as a separate report at a later date.

Xi



CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA) awdatéetifitade of Achievement for Excellence
in Financial Reportingo the State of Utah for its Comprehensive Annual Financial Report for the fiscal year ended June 30, 1997. This is the
thirteenth year in a row the State has received this award.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and efficientlgl organi
comprehensive annual financial report whose contents conform to program standards. Such reports must satisfy both geptethlly acc
accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for only one year. We believe that this report continues to conform to the Certifichteveinent

Program requirements, and we are submitting it to GFOA. We are committed to this effort, and we intend to maintain alifigtlsrogua
professional staff to make this certification possible.

CONCLUSION

We hope this report provides data useful in evaluating the financial activity of the State of Utah. We express our apprédugatiodget and
accounting officers throughout state government and to the State Auditor’s Office for their dedicated efforts in assistiagpreparation
of this report.

Sincerely,

Kim S. Thorne, CPA
Director of Finance
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STATE OF UTAH

FINANCIAL HIGHLIGHTS

Fiscal Year Ended June 30, 1998 (Expressed in Thousands)

Fund Equity Summary
General and Special Revenue Funds
June 30, 1998

Special
General Revenue
Fund Funds Total
Fund Equity Reserved
Nonlapsing Appropriations:
Community and Economic Development. . .................. $ 8,429 $ — $ 8,429
Natural Resources — Parks and Recreation .. ................... 7,255 — 7,255
Natural Resources — Except Parks . ........ ... ... ... ...... 5,576 — 5,576
Environmental Quality. . ... ... .. . 5,398 — 5,398
Department of Human Services . ............ ... . ... ... 4,953 — 4,953
Administrative Services . ......... . 3,017 — 3,017
Business, Labor, and Agriculture . . ... ... .. . L L 5,951 — 5,951
Department of Corrections . ......... ... ... 2,689 — 2,689
Tax COmMMISSION . . .ottt e e e e e e 4,652 — 4,652
Department of Health .. ....... ... ... ... .. . ... .. .. ... .... 2,490 — 2,490
USF Minimum School Program . . . ... ... ... . ... ... ..... — 30,301 30,301
USF Office of Education . .............o . — 6,053 6,053
DOT Sidewalk Construction .............. ... — 1,166 1,166
Miscellaneous Other ... ... ... . . 6,948 1,010 7,958
Total Nonlapsing . . ... .o 57,358 38,530 95,888
Restricted Fund Balances:
Water Pollution Loans ................ .. ... .. 146,482 — 146,482
Safe Drinking Water Loans . ...t 40,905 — 40,905
Housing DevelopmentLoans . ... .. 27,414 — 27,414
Environmental Quality.. . .. ........ ... 2,666 — 2,666
Oil Overcharge Account . . ... ...t 11,376 — 11,376
Industrial Assistance . ..............c 3,717 — 3,717
Medicaid Restricted . ... 19,772 — 19,772
DWS Special Administration . . . ............. ... ... ... . . .. 4,583 — 4,583
Public Safety Accounts. . ......... ... i 3,494 — 3,494
Wildlife Resources Restricted . .......... ... ... ... .. 9,497 — 9,497
Nursing Facilities. . .. ... .. 2,957 — 2,957
Natural Resources — Except Wildlife . . ....................... 4,496 — 4,496
Corridor Preservation . ...........iiiiii — 3,191 3,191
USF School BuildingLoans . ..............c ... — 10,099 10,099
USF Applied Technology Centers . ... .. — 2,277 2,277
Centennial Highway Fund . . ............. ... ... . ... ...... — 458,853 458,853
ABIONAULICS. & o ottt — 2,993 2,993
Reserve for Advances to Internal Service Funds ............. 23,437 203 23,640
Miscellaneous Other . ... . e 13,200 3,091 16,291
Total Restricted Funds. . . .............................. 313,996 480,707 794,703
Total Fund Equity Reserved. . ........... ... . ... 371,354 519,237 890,591
Unreserved Designated
Rainy Day Reserve Account. ... ...... ..., 88,465 — 88,465
Net AcCrued TaXesS . .. .ot i it e e e e 30,370 125,718 156,088
For Fiscal Year 1999 Appropriations. . .. ................... 20,103 27,911 48,014
Unreserved Undesignated. . . . ............ i 9,408 35,787 45,195
Total FUND EqQUItY .. ... $19,700 $ 708,653 $1,228,353



STATE OF UTAH

FINANCIAL HIGHLIGHTS
REVENUES AND OTHER SOURCES
GOVERNMENTAL FUND TYPES ONLY

Individual

Corporate Tax Income Tax

Sales Tax MotorFueland

Sales Tax

Corporate Tax

(Expressed in Thousands)

Individual
Income Tax

K

13

Special Fuel
Tax Licenses, MotorFuel
Other Taxes P ermits, and and Special
/ and Misc Fees Fuel Tax
Revenue
Licenses, Other Taxes
P ermits, and and Misc
Fees LiquorP rofit Bond Revenue
P rocizgsj and Transferin P ro(I:_eeds and Liquor P rofit
Intereston D | Lease Intereston Transferin
Lease Federal Investments ggﬁ;:mﬁznntsa Financing Federal Investments
Financing Contracts and Departmental
Contracts and .
Grants Collections
Grants
June 30, 1998 June 30, 1997
Fiscal Year Ended June 30
1998 1997
Percent Percent
Revenues and Other Sources Amount of Total Amount of Total
Sales TaX ..ot 287,849 20.7% $ 1,259,961 25.7%
Federal Contractsand Grants ........................... 3821748 22.2 1,315,279 26.9
Individual Income Tax . . ...ttt e 317,494 22.2 1,237,332 25.3
Other Taxes and Miscellaneous Revenue .................. 418,448 6.7 310,926 6.4
Motor and Special Fuel Taxes ............ ... ... 290,086 4.7 214,758 4.4
Departmental Collections ... ........ ... ... ... ... 174,228 2.8 163,763 3.3
Corporate Tax . ........ i 196,275 3.2 191,991 3.9
Investment INnCome . .. ... .. e 61,782 1.0 39,404 0.8
Licenses, Permits,and Fees .............. ... ... ... ..... 83,994 1.3 64,486
Total REVENUES . ... . o 272,904 84.8 4,797,900 98.0
Other Sources (A):
Liquor Profit Transfer In. . . .......... ... . ... ... ... 26,297 0.4 24,312 0.5
Bond Pr@eeds and Lease Financing. . .. .............. 919,033 14.8 74,422 1.5
Total Revenues and Other Sources . ..., 218234 100.0% $ 4,896,634 100.0%

(A) Note: This does not include various Trust Fund and Internal Service Fund revenues which are reflected in the Gener&@eridland

Revenue Funds as transfers in.



STATE OF UTAH

FINANCIAL HIGHLIGHTS
EXPENDITURES BY FUNCTION
GOVERNMENTAL FUND TYPES ONLY

Human
Services,
Workforce
Services,
Health,
Environmental
Qualityand
Comections

Capital

Community P roiects
rojec

and Economic
Development

General
Govemment

Debt Service

Transpo rtation

(Expressed in Thousands)

Human
Services,
Workforce
Services Community ~ General _
Health ' and Economic Govemment Ca!mtal
Environmental Development Projects
Quality and \\ Debt Service
Conmections

Transpo rtation
and P ublic
Safety

and P ublic E‘a‘:(jrr‘e;:é
Safety Agriculture
Busiress, .
. Labor, and Hig hgr
nghe.r Agricuiture Education ) Natural
Education P ublic Natural P ub|lf2 Resources
Education Resources Education
June 30, 1998 June 30, 1997
Fiscal Year Ended June 30
1998 1997
Percent Percent
Expenditures by Function Amount of Total Amount of Total
Education:

Public ..o $%16,675 29.7% $ 1,654,927 32.8%

Higher . ... .. . . 475,817 8.4 464,202 9.2
Human Services, Workforce Services, Health,

Environmental Quality, and Corrections. . .............. 1K74,857 27.9 1,480,616 29.4
Transportation and Public Safety . . ...................... 128,142 20.0 672,630 13.3
General Government . ... ... 251,671 4.5 273,316 54
DEDt SeIVICE . . v 131,075 2.3 100,651 2.0
Capital Projects . ... 200,912 3.6 182,129 3.6
Natural RESOUICeS . . ... .. o 88,529 1.6 91,656 1.8
Community and Economic Development. . ............... 72,847 1.3 84,384 1.7
Business, Labor, and Agriculture . ...................... 42,423 0.7 39,107 0.8
Total Expenditures (A) .. ... $4),948 100.0% $ 5,043,618 100.0%

(A) Note:

This does not include transfers made to other funds, except General Fund appropriations transferred to the college

universities which are included as higher education expenditures.



STATE OF UTAH

FINANCIAL HIGHLIGHTS
EXPENDITURES BY SOURCE
GOVERNMENTAL FUND TYPES ONLY

For the Fiscal Year Ended June 30, 1998

Public Education

Higher Education Human Services, and Public
Corrections, Safety Higher
1 Haalt_h, Workforce Debt Service Education
Transportation Services, & ] Human
Gereral and Public Safety ~ Ervironmental Capital Services
Quality Projects -
Government Corrections,
Debt Service General Health,
Capital Projects Govemment Wo r1'<fo rce
N Services, &
Commurity and [l State Unrestricted Ervirormental
Ecoromic Dev [ State Restricted Quality
Natural Resources
Busiress, Labor, OFederal Community
and Agricuiture Business, and Eco no mic
500 1,000 1500 2,000 P ublic Labor, and Development
Education Agriculture
Expenditures of Unrestricted State Tax Sources
Restricted
Unrestricted Fees Total
Federal Percent  State Tax Percent and Other  Percent Expenditures Percent
Sources of Total Sources of Total Sources of Total All Sources of Total
Education:
Public ................ $ 201,325 15.3% $ 1,446,004 36.9% $ 29,346 72% $ 1,676,675 29.7%
Higher ............... 819 0.1 469,934 12.0 5,064 1.2 475,817 8.4
Human Services, Workforce
Services, Health,
Environmental Quality,
and Corrections ......... 907,952 69.2 584,958 14.9 81,947 20.1 1,574,857 27.9
Transportation and Public
Safety ................ 153,993 11.7 899,434 22.9 72,715 17.8 1,126,142 19.9
General Government ....... 10,664 0.8 201,684 51 39,323 9.7 251,671 4.5
Debt Service ............. — 0.0 112,794 2.9 18,281 4.5 131,075 2.3
Capital Projects ........... — 0.0 124,492 3.2 76,420 18.8 200,912 3.6
Community and Economic
Development ........... 18,020 1.4 33,327 0.9 21,500 5.3 72,847 1.3
Natural Resources ......... 15,928 1.2 31,994 0.8 40,607 10.0 88,529 1.6
Business, Labor, and
Agriculture . ........... 3,874 0.3 16,467 0.4 22,082 5.4 42,423 0.8
Total ................... B12,575 100.0% $ 3,921,088 100.0% $407,285 100.0% $ 5,640,948 100.0%
Other Federal Revenue for
Loans and Nonexpended
Programs .............. 70,173
Total Federal Revenue . . . ... $382,748

Transportation

(Expressed in Thousands)

Natural

Resources




STATE OF UTAH

FINANCIAL HIGHLIGHTS
EXPENDITURES BY SOURCE
GOVERNMENTAL FUND TYPES ONLY

For the Fiscal Year Ended June 30, 1997

(Expressed in Thousands

Transportation

Debt Service and Public

Human Services, Workforce
Services, Health,
Environmental Quality,
and Corrections . ........

Transportation and Public

863,017 65.9

Safety ................ 166,627 12.7
General Government .. ... .. 47,918 3.7
Debt Service ............ — 0.0
Capital Projects .......... — 0.0

Community and Economic

543,746 16.3

429,647 12.9
192,322

Public Education Safety Natural
€
Hig her Education Humen Services, Capital Resources
Corrections, Projects Highe
] Health, Workforce Gereral Ed 9 t'r
Trarsportation Services, & G ucation
) . ovemment
Gereral and Public Safety Environmental
Quality Human
Government Services,
Debt Service Comections,
Capital Projects Health,
- Wo rkforce
Cormunity and [l State Unrestricted Services, &
Ecoromic Dev [0 State Restricted ) Environmental
and Agricuture Busiress, Commmlty_
: : : ) Labor,and and Economic
0 500 1000 1500 2000 Agriculture Development
Expenditures of Unrestricted State Tax Sources
Restricted
Unrestricted Fees Total
Federal Percent  State Tax Percent and Other  Percent Expenditures Percent
Sources of Total Sources of Total Sources of Total All Sources of Total
Education:
Public ............... $ 184,489 14.1% $ 1,443,364 43.5% $ 27,074 6.6% $ 1,654,927 32.8%
Higher ............... 663 0.1 457,235 13.7 6,304 1.6 464,202 9.2

73,853 18.1 1,480,616 29.4

76,356 18.7 672,630 13.3

5.8 33,076 8.1 273,316 5.4
83,222 2.5 17,429 4.3 100,651 2.0
82,657 2.5 99,472 24.4 182,129 3.6

Development........... 27,808 2.1 41,247 1.2 15,329 3.8 84,384 1.7
Natural Resources ......... 15,232 1.2 37,884 1.1 38,540 9.5 91,656 1.8
Business, Labor, and

Agriculture . ........... 3,265 0.2 15,816 0.5 20,026 4.9 39,107 0.8
Total . .................. B09,019 100.0% $ 3,327,140 100.0% $407,459 100.0% $ 5,043,618 100.0%
Other Federal Revenue for

Loans and Nonexpended

Programs ............. 6,260

Total Federal Revenue . . ... $315,279
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