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OFFICE OF THE

ARIZONA STATE TREASURER

HON. DEAN MARTIN

TREASURER

October 31, 2008

The Honorable Janet Napolitano
Governor, State of Arizona
1700 W Washington

Phoenix, AZ 85007

Dear Governor Napolitano,

It is a pleasure to submit the Arizona State Treasurer’s Annual Audited Financial Statements for
the fiscal year ending June 30, 2008.

During the past fiscal year, Arizona has been presented with tremendous economic challenges,
yet we have continued to earn a profit for both state and local taxpayers. In Fiscal Year 2008, we
distributed investment earnings of $502,385,363, an increase of 3.8%.

Highlights of the Treasurer’s Office for the fiscal year:

e Fair value of combined investments totaled $12.6 billion;

e Fair value of all Endowment Funds totaled $2.6 billion, from which $75.9 million of
investment earnings was distributed to beneficiaries;

e Fair value of non-endowment funds totaled $10.0 billion, from which $426.4 million was
distributed to pool participants;

e Custody of performance bond’s cash and securities totaled $3.2 billion with negotiable
securities held at a custodial institution;

e State shared revenue distributions totaled $10.7 billion.

It is an honor and a privilege to serve the citizens of Arizona as State Treasurer. On behalf of the
entire staff at the Treasurer’s Office, thank you for your interest in Arizona’s finances. |
encourage you to visit www.AzTreasury.gov to learn more about how we manage the State’s
money.

Sincerely,

e Al

Dean Martin
Arizona State Treasurer

1700 W. WASHINGTON, PHOENIX, ARIZONA 85007 ¢ (602) 604-7800 ¢ FAX (602) 542-7176
WWW.AZTREASURY.GOV
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STATE OF ARIZONA
DEBRA K. DAVENPORT, CPA OFFICE OF THE WILLIAM THOMSON
AUDITOR GENERAL DEPUTY AUDITOR GENERAL

AUDITOR GENERAL

Independent Auditors’ Report

Members of the Arizona State Legislature

The Honorable Dean Martin
State Treasurer

We have audited the accompanying financial statements of the fiduciary funds of the State of Arizona,
Office of the Treasurer, as of and for the year ended June 30, 2008, 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 U.S. generally accepted auditing standards 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 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, results of operations, and changes in financial position of only that portion of the
fiduciary activities of the State of Arizona that is attributable to the transactions of the Office of the
Treasurer. They do not purport to, and do not, present fairly the financial position of the State of Arizona as
of June 30, 2008, and the changes in financial position for the year then ended in conformity with U.S.
generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the fiduciary funds of the Office of the Treasurer as of June 30, 2008, the results of
operations of its investment trust funds, and the changes in the financial position of its investment trust
funds for the year then ended in conformity with U.S. generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the financial statements of the Office of
the Treasurer. The financial statements for the external investment pools and individual investment
accounts 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 information
in the letter from the State Treasurer, and the Summary of Cash on Deposit with Treasurer and
accompanying note listed as supplemental information in the table of contents have not been subjected to
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on them.

2910 NORTH 44TH STREET = SUITE 410 = PHOENIX, ARIZONA 85018 = (602) 553-0333 = FAX (602) 553-0051



In accordance with Government Auditing Standards, we will also issue our report on our consideration of
the Office of the Treasurer’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and other matters at a future date. 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 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 pur audit.

Debbie Davenport
Auditor General

October 30, 2008
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Assets:

Cash in bank and on hand

Investments in securities, at fair value
Accrued interest and other receivables

Dividends receivable
Sold securities receivable

Total assets

Liabilities:
Distributions payable

Purchased securities payable
Liabilities to depositors

Total liabilities

Net Assets:

Held for investment trust
participants

Total net assets

STATE OF ARIZONA
OFFICE OF THE TREASURER

STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUNDS
June 30, 2008

Investment Trust
Funds

$ - $
5,733,671,553
14,896,759

Agency
Funds

135,879,240 $

6,822,833,640
37,157,240
2,123,213
36,262,958

Total

135,879,240
12,556,505,193
52,053,999
2,123,213
36,262,958

5,748,568,312 $

7,034,256,291

12,782,824,603

14,219,924
1,039,862

35,411,518
6,998,844,773

14,219,924
36,451,380
6,998,844,773

15,259,786 $

7,034,256,291

7,049,516,077

5,733,308,526

$ 5,733,308,526

See accompanying notes to financial statements

5,733,308,526

5,733,308,526




Assets

Investments in securities,
at fair value

Accrued interest and other
receivables

Total assets
Liabilities

Distributions payable
Purchased securities payable

Total liabilities

Net assets held in trust

Net assets consist of:
Participant shares
outstanding

Participant net asset value
(net assets/shares
outstanding)

External Investment Trust Funds

STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINING STATEMENT OF FIDUCIARY NET ASSETS -
INVESTMENT TRUST FUNDS
June 30, 2008

Individual

Investment Account

Local Government

Local Government
Investment Pool -

Local Government
Investment Pool -

Central Arizona

Investment Pool Government Long-Term Water Conservation
(LGIP) (LGIP-GOV) (LGIP-LT) District Total
$ 3,209,524,483 $ 2,356,865,616 54,033,617 $ 113,247,837 5,733,671,553
5,236,568 8,200,690 440,792 1,018,709 14,896,759
3,214,761,051 2,365,066,306 54,474,409 114,266,546 5,748,568,312
2,512,172 10,213,715 456,074 1,037,963 14,219,924
- - 1,039,862 - 1,039,862
2,512,172 10,213,715 1,495,936 1,037,963 15,259,786
$ 3,212,248,879 $ 2,354,852,591 52,978,473 $ 113,228,583 5,733,308,526
$ 3,212,248,879 $ 2,354,852,591 53,007,001 $ 113,228,583 5,733,337,054
$1.00 $1.00 $1.00 $1.00

See accompanying notes to financial statements



STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINING STATEMENT OF OPERATIONS -
INVESTMENT TRUST FUNDS
Year ended June 30, 2008

External Investment Trust Funds

Individual
Investment Account

Local Government

Local Government
Investment Pool -

Local Government
Investment Pool -

Central Arizona

Investment Pool Government Long-Term Water Conservation
(LGIP) (LGIP-GOV) (LGIP-LT) District Total

Revenues
Interest income $ 124,740,391 $ 72,105,046 1,548,817 $ 5,243,013 203,637,267
Net increase (decrease) in fair value (8,863,528) 1,364,488 189,914 106,788 (7,202,338)

Total revenues 115,876,863 73,469,534 1,738,731 5,349,801 196,434,929
Expenses
Management fees 1,989,732 1,366,077 22,803 72,895 3,451,507

Total expenses 1,989,732 1,366,077 22,803 72,895 3,451,507
Net investment income $ 113,887,131 $ 72,103,457 1,715,928 $ 5,276,906 192,983,422

See accompanying notes to financial statements



STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS -
INVESTMENT TRUST FUNDS
Year ended June 30, 2008

Individual
External Investment Trust Funds Investment Account
Local Government Local Government
Local Government Investment Pool - Investment Pool - Central Arizona
Investment Pool Government Long-Term Water Conservation
(LGIP) (LGIP-GOV) (LGIP-LT) District Total

Net increase in net assets

from operations $ 113,887,131 $ 72,103,457 $ 1,715,928 $ 5,276,906 $ 192,983,422
Distributions to participants

Distributions paid and

payable (113,887,131) (72,103,457) (1,715,928) (5,276,906) (192,983,422)
Share transactions at

net asset value of $1.00

Purchase of units 16,021,965,539 9,349,201,385 27,263,740 7,734,570 25,406,165,234

Reinvestment of interest 135,616,259 75,553,350 1,457,636 5,180,715 217,807,960

Sale of units (15,918,646,237) (9,067,787,992) (3,355,186) (5,483,046) (24,995,272,461)
Net increase (decrease) in net

assets resulting from

share transactions 238,935,561 356,966,743 25,366,190 7,432,239 628,700,733
Net Assets
Beginning of period, as restated 2,973,313,318 1,997,885,848 27,612,283 105,796,344 5,104,607,793
End of period $  3,212,248,879 $ 2,354,852,591 $ 52,978,473 $ 113,228,583 $ 5,733,308,526
Ending net assets consist of:

Internal participants $ 554,680,826 $ 258,341,662 $ - $ - $ 813,022,488

External participants $ 2,657,568,053 $ 2,096,510,929 $ 52,978,473 $ 113,228,583 $  4,920,286,038

See accompanying notes to financial statements
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STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the State of Arizona, Office of the Treasurer (Treasurer) conform to accounting
principles applicable to governmental units adopted by the Governmental Accounting Standards Board
(GASB).

Reporting Entity - The Investment Trust Funds and Agency Funds account for the assets held by the
Treasurer as custodian or fiscal agent for the various fund types of the State of Arizona as well as political
subdivisions and public entities investing in the Local Government Investment Pool (LGIP), Local Government
Investment Pool — Government (LGIP-GOV), Local Government Investment Pool — Long-Term (LGIP-LT), and
the Central Arizona Water Conservation District, an Individual Investment Account. The Greater Arizona
Development Authority was previously reported as an Individual Investment Account. Itis a part of the State
reporting entity, and thus should be reported as an Agency Fund. See Note 4 for restatement of beginning net
assets for that Individual Investment Account.

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

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

The Investment Trust Funds account for pooled and non-pooled assets held and invested by the Treasurer on
behalf of state agencies and other governmental entities using the economic resources measurement focus.

The Agency Funds are custodial in nature and do not present results of operations or have a measurement
focus. These funds are 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 financial statements of the Investment Trust Funds and Agency Funds are
presented on the accrual basis of accounting. Revenues or receivables are recognized when they are earned,
and expenses or liabilities are recognized when they are incurred.

Net Asset Value - The Treasurer’s investment policy requires the following. For the LGIP and the LGIP-GOV
pools, the portfolio manager shall strive to maintain a Net Asset Value (NAV) of $1.00 for the pool. For the
LGIP-LT pool, the portfolio manager does not strive to maintain a NAV of $1.00 for the pool because securities
purchased have longer term maturity dates and are thus more susceptible to changing market conditions.

-10-
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STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

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 permitted investments. A.R.S.
and the Treasurer’s Investment Policies designed to administer the statutes restrict investments to obligations
of the U.S. Government and its agencies, obligations or other evidence of indebtedness of the state and
certain local government subdivisions, negotiable certificates of deposit, bonds, debentures and notes issued
by U.S. corporations, commercial paper issued by entities organized and doing business in the United States,
bankers acceptances, collateralized repurchase agreements, money market mutual funds, domestic equities
and other securities. The investment pool or fund is designed in a manner which may not permit all such
investments to be made. In accordance with the requirements of the statutes, deposits and investments at
June 30, 2008 included collateralized repurchase agreements, bills, notes, and other obligations of the U.S.
government and its agencies, corporate notes, corporate asset backed securities, corporate collateralized
mortgage obligations, commercial paper, certificates of deposit, money market mutual funds, board funding
obligations, and equities of the S&P 400 and S&P 500 indexes.

The general disclosure requirements for deposit and investment policies for custodial credit risk, credit risk,
concentration of credit risk and interest rate risk are set forth in the analysis of each area below. Arizona
statutes do not allow foreign investments.

Custodial Credit Risk — Deposits and Investments

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution,
the deposits or collateral securities may not be recovered from an outside party. Custodial credit risk for
investments is the risk that, in the event of the failure of the counterparty to a transaction, the value of the
investment or collateral securities that are in the possession of an outside party may not be recovered.

In accordance with Arizona Revised Statutes and the State Treasurer’s Investment Policy, deposits are held in
an eligible depository with its principal place of business in the United States which is insured by the Federal
Depository Insurance Corporation. The statute further authorizes the Treasurer to enter into an agreement
with the trust department of any bank authorized to do business in this state for safekeeping and handling of
securities. The safekeeping and handling of investments are conducted through a bank trust department
authorized to do business in this state. Securities received by the custodian are held in the Treasurer's name
in book-entry form. Also, the securities custodian is not the counterparty. Underlying collateral securities for
demand deposits, repurchase agreements, and tri-party repurchase agreements are held by the bank trust
department and pledged on behalf of the State Treasurer’s Office. Demand deposit, repurchase agreements,
and tri-party repurchase agreements on deposits in the bank that are in excess of the insured amounts are
collateralized at no less than 102%.

As of June 30, 2008, $2,761,993 of the cash in bank and on hand balance was uninsured and uncollateralized.

-11-
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STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 — ASSETS (Cont'd)
Investments

A.R.S. and the Treasurer's Investment Policy define the types of securities authorized as appropriate
investments and the conditions for making investment transactions. The securities are reported at fair value
on the Statement of Fiduciary Net Assets. In addition, securities are reported in aggregate, by pool and fund,
under Composition of Investment Pools disclosure for cost and fair value amount.

The State Treasurer's Office invests in SEC-registered investment company shares that have readily available
share prices. Fair values of securities are determined using Bank of New York Mellon (BNY Mellon) prices.
BNY Mellon obtains prices from independent, industry recognized data vendors who provide values that are
either exchange based or matrix based. Rules and tolerance levels within BNY Mellon’s security master
database are used to determine reasonable accuracy. Equities are priced utilizing the primary market close
price. Inthe absence of a closed price, the mid, bid, or ask price will be utilized. All bonds are priced using an
evaluated price, the closing exchange price or the most recent exchange or quoted bid, except securities with
a remaining maturity of 90 days or less are priced at amortized cost (amortizing premium/accreting discount on
a straight-line to maturity method). The official price is normally the last traded price.

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

As of June 30, 2008, the Treasurer’s Office had the following investments:

ADOT Board Funding Obligations $ 110,000,000
Certificates of Deposit 5,041,312
Commercial Paper 45,358,194
Corporate Asset Backed Securities 202,074,529
Corporate Collateralized Mortgage Obligations 28,147,541
Corporate Notes 2,088,484,710
Money Market Mutual Funds 17,994,191
Repurchase Agreements 2,500,000,000
U.S. Agency Mortgage Backed Securities 1,221,671,407
U.S. Agency Securities 3,781,038,093
U.S. Agency Securities Full Faith 18,412,973
U.S. Treasury Securities 1,244,191,404
Equities S&P 400 412,428,450
Equities S&P 500 881,662,389
TOTAL INVESTMENTS $ 12,556,505,193

-12-
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STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 — ASSETS (Cont'd)
Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligation to the holder
of the investment. A.R.S. and the Treasurer’s Investment Policy require that commercial paper must be rated by
at least two nationally recognized statistical rating organizations (NRSQO’s) and that the ratings assigned by at
least two of the NSRO'’s be of the two highest rating categories for short-term obligations. Corporate bonds,
debentures, and notes must carry a minimum Baa or better rating from Moody'’s Investor Service or a BBB or
better rating from Standard and Poor’s Ratings Service. For securities not rated by Moody’s, Fitch rating
information is used. There is no statute or investment policy on ratings or credit quality for obligations issued by
the U.S. government or its agencies or repurchase agreements. The underlying securities for repurchase
agreements must be explicitly guaranteed by the U.S. government.

The pooled investments are not rated by a nationally recognized statistical rating organization. The investments
within the pools are rated, monitored and reported monthly.

The following table presents the ratings with the greatest degree of risk for each investment type as of June 30,
2008, using Standard and Poor’s rating scale:

CREOITRISK -CREDIT Q1A ITY

(inthousands)
ILE STMERT TYEE EarpwallEe | asn | oms | a1 ] A | eeB | Mot Rated
ADCT BoardF undng Shligg ion o hwoom F 10ma
Cartificates of Depo st S ] 504
Commercid P aper 45 258 b 45,258
Corporae Asset Backed Secuntes 202 0TS FOEG2EeS b 5779
Corporae Collateralized Mortgage Ohligtions 2842 2248
Corporae Motes 2032485 25815 S04 1246742 F 65532
M oneyMarka Muuda Funds 17 2 17284
LS. Agency Mo tgage Backed Secunti es Fa0E3 7402323
U S, AgencySacunities e aes =N =] 5200 2025050 I
F ToMESTE  _F SONSH F SR003 F FINIT F ARSI § 66533 F 1SS0

Although the U.S. Agency Securities listed in the table are not backed by the full faith and credit of the federal
government, investors generally treat agency securities as if they had negligible credit risk. Because of the
importance of the agencies in promoting public policy, there is a widespread view that the federal government
would prevent an agency or government-sponsored enterprise from defaulting on its debt obligations.

13-
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STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 — ASSETS (Cont'd)
Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a single
issuer. Arizona statutes do not include a requirement for concentration of credit risk. The State Treasurer's policy
is to diversify the investment portfolio to minimize losses due to various circumstances, including issuer defaults,
market price changes, non-earning assets, technical complications leading to a temporary lack of liquidity, an
over-concentration of assets in a specific maturity, specific issuer, a specific geographical distribution, or a specific
class of securities. The diversification policy provides that no more than five percent of the total of each pool or
fund (defined as five percent of the prior month’s ending amortized book value on the date purchased), or no more
than five percent of the issues outstanding, whichever is less, shall be invested in securities issued by a single
corporation and its subsidiaries/affiliates. This policy applies only to the LGIP, the LGIP Long-Term, the State
Agencies Il, and the Endowment Fixed Income Pools. Securities issued by the federal government or its
agencies, sponsored agencies, corporations, sponsored corporations or instrumentalities are exempt.

As of June 30, 2008, investments in any one issuer that represents 5 percent or more of the State Treasurer’'s
investments fair value, which are reported as U.S. Agency Securities and U.S. Agency Mortgage Backed
Securities investment types, are as follows:

Issuer Name Fair Value Percentage

Federal National Mortgage Association $ 1,205,662,215 9.60%
Federal Home Loan Mortgage Corp. 1,211,316,398 9.65%
Federal Home Loan Bank 1,829,211,976 14.57%
TOTAL $4,246,190,589 33.82%

-14-
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STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 — ASSETS (Cont'd)

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.

A.R.S. address the maximum maturity for local government investments and maximum duration for general fund
operating money investments. The Treasurer's investment policy incorporates the A.R.S. limitations and sets
forth various thresholds or parameters relating to interest rate risk in accordance with each investment pool
portfolio structure. The policy provides either maturity or duration limitations for various investment pools. The
Treasurer manages its exposure to interest rate risk by purchasing a combination of shorter term and longer term
investments and timing cash flows from maturities to meet projected cash flow and liquidity needs of the
participants. The interest rate risk inherent in the portfolio is monitored monthly by measuring the weighted
average maturity and/or duration.

At June 30, 2008, the State Treasurer’s office had the following investment in debt securities:

WEIGHTED AVG

INVESTMENT TYPE FAIR VALUE MATURITY(YEARS)
ADOT Board Funding Obligations $ 110,000,000 3.11
Certificates of Deposit 5,041,312 0.96
Commercial Paper 45,358,194 0.08
Corporate Asset Backed Securities 202,074,529 0.62
Corporate Collateralized Mortgage Obligations 28,147,541 16.86
Corporate Notes 2,088,484,710 2.48
Money Market Mutual Funds 17,994,191 0.00
Repurchase Agreements 2,500,000,000 0.00
U.S. Agency Mortgage Backed Securities 1,221,671,407 17.49
U.S. Agency Securities 3,781,038,093 1.13
U.S. Agency Securities Full Faith 18,412,973 1.46
U.S. Treasury Securities 1,244,191,404 1.26
Total Fair Value $ 11,262,414,354

Portfolio Weighted Average 2.96

-15-




F1SCAL YEAR 2008 FINANCIAL STATEMENTS

STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 — ASSETS (Cont'd)

As of June 30, 2008, $3,442,319,065 or 27.41% of the portfolio for debt securities were considered highly
sensitive
to interest rate changes:

Corporate Securities with coupon tied to LIBOR plus/minus a fixed basis point amount
which resets from monthly to quarterly. $1,469,492,398

Corporate Asset Backed Securities with coupon tied to LIBOR plus/minus a fixed
basis point amount which resets monthly. 158,366,120

U.S. Agency Securities with coupon tied to LIBOR plus/minus a fixed basis point
amount which resets monthly to quarterly. 583,559,339

U.S. Agency Mortgage Backed Securities — when interest rates fall, mortgages are
refinanced and paid off early. The reduced stream of future interest payments
diminishes the fair value of the investment. 1,221,671,407

U.S. Agency Step-Up Note Securities - where on certain specified dates, the issuer can

call the security. If the security is not called, the interest rate is increased by a specified

amount. Prevailing interest rates may go up faster than the increases in the coupon

interest rate. 9,229,801

Total $3,442,319,065

Internal Investment Pools

Deposits made with the State Treasurer by State Agencies with statutory authority to invest and all General Fund
monies are invested in various pooled funds. The State Agencies, Board Funding Obligations, School Facilities
Board, Greater Arizona Development Authority and Permanent Endowment Land Trust pools are internal
investment pools. 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 are 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.
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NOTE 2 — ASSETS (Cont'd)

External Investment Pools

The Local Government Investment Pool (LGIP), Local Government Investment Pool-Government (LGIP-GOV)
and Local Government Investment Pool — Long-Term (LGIP-LT) are external investment pools. 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 are reviewed monthly by the State Board of
Investment in accordance with A.R.S. §35-311.

The LGIP’s share of the National Century Financial Enterprises (NCFE) NPF-XII bond value of $131 million was
transferred in 2003 to the Local Government Investment/NCFE - Pool 55 pending an investigation of possible
fraud and violations of federal and state laws by the NCFE. The transfer was made to provide for the decline in
fair value of the NPF-XII securities held by LGIP.

In April of 2004, the United States Bankruptcy Court for the Southern District of Ohio entered an order confirming
the NCFE's Joint Plan of Liquidation. During the current year, approximately $1.3 million was received as payout
of funds being held by the Indenture Trustee for NPF-XII securities. As of June 30, 2008, the payout was
distributed and the Local Government Investment/NCFE - Pool 55 balance was reduced to $61.9 million. The
likelihood of recovering the remaining balance is unknown.

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 that are registered
with the Securities and Exchange Commission or issued directly by the U.S. Treasury and federal agencies. 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 pools. Participants meeting the criteria
established under A.R.S. 835-316 are eligible to participate in the pools and are not required to disclose the
reason for requesting the account.
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NOTE 2 - ASSETS (Cont'd)

Individual Investment Account
The Central Arizona Water Conservation District (CAWCD) is reported as an individual investment account.

The following is summary information for the external investment pools and the individual investment account as
of June 30, 2008:

Local Government Investment Pool 5

Interest Rates

Maturity Dates

Par Cost Fair Value From To From To
Certficates of Deposit 3 5,000,000 3 4 985,369 5 5,041,312 4.41% 4.41% 61509 §/15/09
Cormmercial Paper 45,000,000 44,919,500 44.919,500 2358 2.60 Ti21008 804708
Corporate Motes 855,840,000 B55,104,127 B47,051,885 245 337 Ti25/08 G612
U5, Agency Securities 2316329000 2313125 702 2312 811,77 1.85 512 70108 2122112
53.222.163.000 3218134 688 333009524 483
Local Government Investment — GOV Pool 7
Interest Rates Maturity Dates
Par Cost Fair Value From To From To
Repurchase Agreements 51.845,000,000 %1,845,000,000 31.845000,000 1.60% 1.75% T/01/08 Ti01/08
UL.5. Agency Sec. Full Faith E.838.000 B.831.485 B.B18.916 2.62 5.61 E/01/08 Bi01/09
U.5. Treasury Securties 500,000,000 502.088.77 503.046.700 3.38 5.00 Ti31/08 B/30/09
$2.203 838 000 $2.250921.267 2350805618
Local Government Investment Long-Term Pool 500
Interest Rates Maturity Dates
Par Cost Fair Value From To From To
Cammercisl Paper 3 440,000 ] 438,604 5 432,604 2.25% 2.65% 801708 Br22/08
Corporate Motes 15,090,000 15,135,415 16,032,335 2.54 T.B8 BiME0E Br15/13
Monay Market Mutusl Funds 5,100 5,100 5,100 1.51 1.51 Ti3108 Tr31/08
U.S. Agency Morgages Backed 15,526,955 15,508,961 15,483,873 4.00 §5.00 Bi25i14 8/01/35
U5, Agency Securities 13,587,000 13,563,051 13,657,330 210 563 70108 32113
U.5. Agency S=c. Full Faith 500,000 500,000 594 837 3.11 3.82 20110 80112
U5, Treasury Securties 6 /675,000 6,705,725 8,821,447 2.75 488 BiME0E Br31/13
& D302£085 3 _D40855.045 & 540330617
Individual Investment Account
Interest Rates Maturity Dates
Par Cost Fair Value From To From To
Caorporate Assst Backed 3 9,150,000 5 89,070,987 3 8,758,004 2.55% 2.72% 51410 201517
Corporate Motes 34,311,000 34,452,580 33,777,516 2.82 §.90 3210 10001738
Moneay Market Mutusl Funds 4 881,398 4 881,398 4 881,398 1.51 1.51 TI3108 Tr31/08
U.5. Agency Morgage Backed 25,119,544 25,141,035 25,041,852 3.50 5.50 121511 gr20/32
U.5. Agency Securities 40,699 000 40,792 618 40,779,067 237 §.00 BME08 3M06/23
% {14 150942 % 114365688 5 113.247.837
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NOTE 2 - ASSETS (Cont'd)

Composition of Investment Pools and the Individual Investment Account

The following schedule presents the investments at cost and fair value at June 30, 2008. All securities of the
internal and external investment pools and individual investment accounts were purchased from registered
securities dealers. The Endowment Land Earnings Funds 101-114 include a total of $8,717,471 in Pool 5 shares.
The Cost and Fair Value (FV) of the Endowment Land Earnings Funds 101-114 have been reduced by this total of

$8,717,471 from the security category Money Market Mutual Funds and are shown net of the Pool 5 shares.

Name of Pool/Fund and Number Cost Fair Value
State Agencies | - Pool 2
Repurchase Agreements 250,000,000 250,000,000
5. Agency Mortgage Backed Securities 423,083,938 421936772
LIS, Agency Securities Full Faith 9 060,890 3,899 220
LS. Treasury Securities 434 920330 436417 3493

Total Fool

State Agencies Il - Pool 3

Corporate Asset Backed Securities 188,652 276 188,528,096
Corporate Collateralized Mortgage Obligations 18,635,828 17,873,888
Corporate Motes TG7,815 844 762,605,249
Repurchase Agreements 400,000,000 400,000,000
5. Agency Mortgage Backed Securities 337 654 317 342 308217
LS. Agency Securities 516,672 474 517,531,946
1S, Treasury Securities G0.462 866 G0.567.000

Total Pool

Local Government Investment - Pool 5

1.117.070.258

1.117.353.385

2.289.893 605

2.289.514 206

Cerificates of Deposit 4 935 369 5,041,312
Commercial Paper 44 919 500 44 919 500
Corporate Motes 355104 127 a47.051,895

15, Agency Securities

Total Pool

State Agencies Il - Pool 6
LI5S, Agency Securities

Total Pool

2313125702

2312511776

3.218.134 698

3209524 483

7989 687

7.989 687

79783438

7973438
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NOTE 2 - ASSETS (Cont'd)
Name of Pool/Fund and Number Cost

Fair Value

Local Government Investment — GOV Pool 7

Repurchase Agreements & 1,845,000,000
1.5, Agency Securities Full Faith 3,831,495
1.5 Treasury Securities 502089772

Total Pool 2355921 267

State Agencies IV - Pool 8

Repurchase Agreements 5,000,000
1.5 Agency Securities 675,554,219
LS. Treasury Securities 498938183

Total Fool 625554 037

Board Funding Obligations - Pool 9

ADOT Board Funding Ohbligations 110.000.000

Total Pool 110.000.000

School Facilities Board - Pool 11

15, Treasury Securities 14,928 637

Total Pool 14,929 637

CAWCD Medium Term - Pool 12

Corporate Asset Backed Securities 9070987
Corporate Motes 34,482 550
Money Market Mutual Funds 4,881,398
.5, Agency Mortgage Backed Securities 25141035
L5, Agency Securities 40.792.618

Total Pool 114 368 588

School Facilities Board Series 2002 - Pool 14

L5, Agency Securities 24 962,874

Total Pool 24 962874

& 1,845000,000
8,818,916
503.046.700

2.356.865.616

5,000,000
674,393,084
5012500

654.410.584

110.000.000

110.000.000

14.930.258
14,930,258

8,765,004
33,777,516

4,581,398
25,041,352
40.779.067

113.247 837

24944124

24944 124
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Name of Pool/Fund and Number Cost Fair Value

Greater Arizona Development Authority
(GADA) Pool — 15

Corporate Motes 5 4,044 120 5 3,877,080
Money Market Mutual Funds 3,001,580 3,001,580
.5, Agency Mortgage Backed Securities 3,345 323 3.311,202
.5, Agency Securities G.999 960 TO012avvy

Total Fool 17,390,983 17,302,839

Local Government Investment/NCFE — Pool 55
Caorporate Motes 61.924 269 -

Total Pool 61.924 269 -

Local Government Investment Long Term—

Pool 500

Commercial Faper 438,604 438,694
Corporate Motes 16,135,415 16,032 336
Money Market Mutual Funds 5,100 5100
1.5, Agency Mortgage Backed Securities 16,508,961 16,483,873
.5, Agency Securities 13,663,051 13,657,330
5. Agency Securities Full Faith 600,000 594 837
LS. Treasury Securities 6705725 G.821.447

Total Pool 54 056,946 54 033617

A&M Colleges Land Earnings Fund 101

Corporate Asset Backed Securities 11,853 13,846
Corporate Collateralized Mortgage Obligations 25,236 29,480
Corporate Motes 1,054 326 1,231,642
Money Market Mutual Funds 29 285 29,285
5. Agency Mortgage Backed Securities 1,023,441 1,195 563
5. Agency Securities 452,013 h28.032
5. Treasury Securities 539,258 629,950
Equities S&F 400 799835 1,196,027
Equities S&F 500 2331676 2552122

Total Fund 6,267,023 7.405.947
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Name of Pool/Fund and Number Cost Fair Value

State Hospital Land Earnings Fund 102

Corporate Asset Backed Securities 5 6,713 5 7.842
Corporate Collateralized Mortgage Obligations 14,293 16,697
Corporate Motes 597,157 G697 587
Money Market Mutual Funds 16,587 16,587
.S, Agency Mortgage Backed Securities 579,664 677,152
1.5, Agency Securities 256,015 299,071
.S, Treasury Securities 305,429 356,796
Equities S&P 400 452 226 676,147
Equities S&F 500 1320652 1445511

Total Fund 3548 736 4,193,390

Legislative, Executive, & Judicial Land
Earnings Fund 103

Corporate Asset Backed Securities 9912 11,578
Corporate Collateralized Mortgage Obligations 21103 24 652
Corporate Motes 881,649 1,029,924
Money Market Mutual Funds 24 488 24 488
1.5, Agency Mortgage Backed Securities 355,822 999 753
.5, Agency Securities 377,982 441,551
LS. Treasury Securities 450,938 526,776
Equities S&P 400 668,645 999 728
Equities S&F 500 1.950.020 2,134 383

Total Fund 5240554 6192 834

Military Institute Land Earnings Fund 104

Corporate Asset Backed Securities Geg a05
Corporate Collateralized Mortgage Obligations 1,466 1,713
Corporate Motes 61,266 71,570
Money Market Mutual Funds 1,702 1,702
1.5, Agency Mortgage Backed Securities 59 472 69473
1.5, Agency Securities 26,266 30,683
5. Treasury Securities 31,336 36,606
Equities S&P 400 46,022 63,811
Equities S&P 500 134 458 147 170

Total Fund 362 677 428,533
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Name of Pool/Fund and Number Cost Fair Value

Miners Hospital Land Earnings Fund 105

Corporate Asset Backed Securities 5 18,239 5 21,306
Corporate Collateralized Mortgage Obligations 38,832 45 363
Corporate Motes 1,622 352 1,895,198
Money Market Mutual Funds 45 062 45 062
1.5, Agency Mortgage Backed Securities 1,574,827 1,839,680
1.5, Agency Securities 695,538 812,513
LS. Treasury Securities 829,736 969,339
Equities S&P 400 1,228,483 1,836,772
Equities S&P 500 3.589.097 3928425

Total Fund 9642216 11.393.658

Normal School ASU/NAU Land Earnings Fund

107

Corporate Asset Backed Securities 4,095 4,784
Corporate Collateralized Mortgage Obligations 2,714 10,185
Corporate Motes 364,246 425504
Money Market Mutual Funds 10117 10,117
1.5, Agency Mortgage Backed Securities 353,576 413,040
1.5, Agency Securities 156,160 182,423
LIS, Treasury Securities 186,301 217633
Equities S&P 400 274,801 410,870
Equities S&P 500 802.849 878.754

Total Fund 2.160.864 2553310

Penitentiaries Land Earnings Fund 108

Corporate Asset Backed Securities 10,281 12,010
Corporate Collateralized Mortgage Obligations 21,890 25571
Corporate Motes 914,514 1,068,317
Money Market Mutual Funds 25401 25401
1.5, Agency Mortgage Backed Securities 887,724 1,037,021
1.5, Agency Securities 392,073 458,011
.S, Treasury Securities 467,748 546,413
Equities S&P 400 692,515 1035417
Equities S&P 500 2021983 2213151

Total Fund 5434129 6.421.312
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Name of Pool/Fund and Number Cost Fair Value

Permanent Common School Land Earnings

Fund 109

Corporate Asset Backed Securities §F 3783716 5 4420058
Corporate Collateralized Mortgage Obligations a,055 832 8410655
Corporate Motes 336,561,021 393,163,584
Monev Market Mutual Funds 9348178 8348178
.5, Agency Mortgage Backed Securities 326,701,799 381,646,246
U5 Agency Securities 144 281 178 168,557 953
U5 Treasury Securities 172 141 319 201,091,908
Equities S&P 400 255156,155 381,497 960
Equities S&F 500 745113.555 815.559.697

Total Fund 2001152753 2.364.696.239

School for Deaf & Blind Land Earnings Fund 110

Corporate Asset Backed Securities 5,625 6,571
Corporate Collateralized Mortgage Obligations 11,876 13,980
Corporate Motes 500,351 584,500
Monev Market Mutual Funds 13,898 13,888
U5 Agency Mortgage Backed Securities 435 694 BGT 377
.5, Agency Securities 214 512 250,588
U5 Treasury Securities 255815 293 855
Equities S&P 400 379414 567,283
Equities S&F 500 1.106.336 1.210.933

Total Fund 2973721 2.514.095

School of Mines Land Earnings Fund 111

Corporate Asset Backed Securities 14,403 16,826
Corporate Collateralized Mortgage Obligations 20,665 35,822
Corporate Motes 1,281,141 1,496,602
Monev Market Mutual Funds 35584 35,584
.5, Agency Mortgage Backed Securities 1243611 1,452,761
.5, Agency Securities 549 254 641,627
U5, Treasury Securities 655267 765,469
Equities S&F 400 971,836 1,453,045
Equities S&P 500 2835404 3.103.475

Total Fund 7617 165 8.001.211
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Name of Pool/Fund and Number Cost Fair Value

State Charitable Land Earnings Fund 112

Corporate Asset Backed Securities & 153358 & 179,150
Corporate Collateralized Mortgage Cbligations 326,512 381,424
Corporate Motes 13,641,206 15,835,373
Money Market Mutual Funds 378,892 378,802
LS. Agency Morntgage Backed Securities 13,241,600 15,468,562
LS. Agency Securities 5,848,288 6,831,848
LS. Treasury Securities G977 036 8,150,487
Equities S&P 400 10343777 15,465,548
Equities S&F 500 30206126 33.061.9349

Total Fund 81.116.845 95853223

University Fund Land Earnings Fund 113

Corporate Asset Backed Securities 23517 27472
Corporate Collateralized Martgage Obligations 50,070 58,490
Corporate Motes 2091838 2443641
Manev Market Mutual Funds 58,102 58,102
LS. Agency Montgage Backed Securities 2,030,559 2372058
LS. Agency Securities 396,817 1,047 643
LS. Treasury Securities 1,069,916 1,249,853
Equities S&P 400 1,686,361 2371856
Equities S&F 500 4 629835 5,067,559

Total Fund 12.437.015 14 696,674

Uof A Land Earnings — 1881 Fund 114

Corporate Asset Backed Securities 43,092 56,180
Corporate Collateralized Mortgage Obligations 102,391 119,611
Corporate Motes 4 277,763 4,897 192
Money Market Mutual Funds 118,817 118,817
L5, Agency Maortgage Backed Securities 4152 449 4,850,805
LS. Agency Securities 1,833,971 2142 408
LS. Treasury Securities 2187953 2555921
Equities S&P 400 3243133 4 848 986
Equities S&P 500 9464 460 10,358,270

Total Fund 25428029 30.049.1490
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Name of Pool/Fund and Number Cost Fair Value

GRAND TOTAL — ALL POOLS AND FUNDS

ADOT Board Funding Qbligations
Cerificates of Deposit

Commercial Paper
Corporate Asset Backed Securities
Corporate Collateralized Mortgage Obligations
Corporate Motes

Maonev Market Mutual Funds
Repurchase Agreements

LS. Agency Montgage Backed Securities
LS. Agency Securities

LS. Agency Securities Full Faith

15, Treasury Securities

Equities S&F 400

Equities S&F 500

TOTAL INVESTMENTS

$ 110,000,000
4,985,360
45,358,194
201,513,756
27,344,813
2.103,355,155
17,994,191

2 500,000,000
1,158,028,862
3,755,750,652

$ 110,000,000
5,041,312
45,358,194
202,074,520
28,147 541
2.088,454,710
17,994,191
2,500,000,000
1,221,671,407
3,781,038,003

18,492,385 18,412,973
1,210,206,450 1,244,191,404
275,543,303 412,428,450
805.506.451 £81.662.359
$12235579581  $12.556505.193

-26-




F1SCAL YEAR 2008 FINANCIAL STATEMENTS

STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 3 - 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 Statewide
Accounting System (USAS) at June 30, 2008, is set forth in the supplemental information section titled,
“Summary of Cash on Deposit with Treasurer”.

The difference between the amounts presented on the summary and total liabilities and net assets equity
reported on the Statement of Fiduciary Net Assets is the result of timing differences and other reconciling
items.

NOTE 4 — RECLASSIFICATION OF GREATER ARIZONA DEVELOPMENT AUTHORITY

As required by governmental accounting and financial reporting standards, the Greater Arizona Development
Authority is a part of the State of Arizona reporting entity and should be reported in the Agency Funds.
Previously, it has been reported as an Individual Investment Account in the Investment Trust Funds.

Beginning net assets have been restated as follows:

Individual
Investment
Account
Ending net assets, June 30, 2007, as previously reported 5 120,901,863
Adjustment (15,105,519)
Beginning net assets, July 1, 2007, as restated § 105,796,344
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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, 2008.

State Agency

Department of Insurance

Description

Insurance Company Premium Bonds

Amount

£2.661.410.442

Department of Health Services Performance Bonds 03,082,273
Industrial Commission Worker's Compensation Self Insurance 41,481 422
State Mine Inspector Mine Reclamation Performance Bonds 19,297 423
State Treasurer Deposits in Lieu of Auto Insurance 3.627.500
State Treasurer Contracted Fund Raiser Bonds 3,100.000
Department of Financial Mortgage Brokers, Mortgage Bankers,

Institutions and Escrow Agent Bonds 2.837.502
State Treasurer Telephone Solicitor Bonds 1,875,000
State Treasurer Discount Buying Organization Bonds 930,000
Land Department Mining / Land Use Performance Bonds 3,9958.000
Department of Transportation MotorWehicle Related Bonds 199,500
Department of Transportation Aircraft Dealer Bonds 80,000
Arizona Geological Survey Qil and Gas Drilling Bonds 105,000
Real Estate Department Real Estate License Performance Bonds 136,696
State Compensation Fund Insurance and Workers' Comp. Deposits 424 718.721

TOTAL CUSTODIAL SECURITIES $3.256 879479

Custodial securities and other assets summarized above are not included in the Statement of Fiduciary Net
Assets because they are held by the Treasurer for safekeeping only.

-28-




F1SCAL YEAR 2008 FINANCIAL STATEMENTS

SUPPLEMENTAL INFORMATION

-20-




F1SCAL YEAR 2008 FINANCIAL STATEMENTS

EXTERNAL INVESTMENT POOLS

FINANCIAL STATEMENTS

-30-




F1SCAL YEAR 2008 FINANCIAL STATEMENTS

STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL (LGIP)
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

External Participants Internal Participants Total Pool

Assets
Investments in securities, at fair value $ 2,655,276,071 $ 554,248,412 $3,209,524,483
Accrued interest and other receivables 4,405 424 831,144 5,236,568

Total assets 2,659,681,495 555,079,556 3,214,761,051
Liabilities
Distributions payable 2,113,442 398,730 2512172

Total liabilities 2,113,442 398,730 2512172
Net assets held in trust $ 2,657,568,053 3 554,680,826 $3,212,248,879
Met assets consist of:

Participant shares outstanding $ 2.657.568,053 $ 554 680,826 $ 3,212,248 879
Participant net asset value

{net assets/shares outstanding) 51.00 5$1.00 $1.00
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STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL (LGIP)
STATEMENT OF OPERATIONS
Year ended June 30, 2008

External Participants Internal Participants Total Pool
Revenues
Interest income $ 91,926 867 5 32813524 $ 124 740,391
Net decrease in fair value (6,531,937) (2,331,591) (8,863,528)
Total revenues 85,394 930 30,481,933 115,876,863
Expenses
Management fees 1,466,324 523 408 1,989 732
Total expenses 1,466 324 523,408 1,989,732
Net investment income $ 83,928 606 $ 29,958 525 $ 113,887,131
STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL (LGIP)
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
Year ended June 30, 2008
External Participants Internal Participants Total Pool
Net increase in net assets
from operations $ 83,928 606 $ 29,958 525 $ 113,887,131
Distributions to participants
Distributions paid and payable (83,928 606) (29,958 525) (113,887 ,131)

Share transactions at net
asset value of $1.00:

Purchase of units
Reinvestment of interest
Sale of units

Net increase (decrease) in net assets
resulting from share transactions

Net assets
Beginning of period

End of period

4,240,878 267
97,009,968
(3,553,248,194)

784,640,041

1,872,928 012

—_— Ve, e

$§ 2657568053

——

11,781,087 272

16,021,965,539

38,608,291 135,616,259

(12,365,398,043) (15,918,646,237)
(545,704,480) 238,935,561
1,100,385,306 2973313318

$

554,680,826

$ 3.212.248,879
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STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL - GOVERNMENT (LGIP-GOV)
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

External Participants Internal Participants Total Pool

Assets
Investments in secunties, at fair value $ 2,098,432 957 $ 258,432 659 5 2356865616
Accrued interest and other receivables 7,829 987 370,703 8,200,690

Total assets 2,106,262 944 258 803 362 2,365 066,306
Liabilities
Distributions payable 9752015 461,700 10,213,715

Total liabilities 9752015 461,700 10,213,715
Net assets held in trust § 2096510929 5258 341 662 5 2354852 591
Met assets consist of:

Participant shares outstanding § 2096510929 5258 341 662 S 2354852591
Participant net asset value

(net assets/shares outstanding) £1.00 51.00 $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, 2008

External Participants Internal Participants Total Pool
Revenues
Interest income 5 69,593,365 5 2511681 3 72,105,046
Net increase in fair value 1,316,958 47 530 1,364,488
Total revenues 70,910,323 2 569 211 73,469 534
Expenses
Management fees 1,318,492 47 585 1,366,077
Total expenses 1,318,492 47 585 1,366,077
Net investment income 5 69 591,831 5 2511 626 g 72,103 457
STATE OF ARIZONA
QOFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT POOL - GOVERNMENT (LGIP-GOV)
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
Year ended June 30, 2008
External Participants Internal Participants Total Pool
Net increase in net assets
from operations 5 69,591,831 5 2511626 3 72,103,457
Distributions to participants
Distributions paid and payable (69,591,831) (2,511,626) (72,103 457)
Share transactions at net
asset value of $1.00:
Purchase of units 2,634 857 992 6,714,343 393 9,349.201,385
Reinvestmeant of interest 73,221,291 2,332,059 7h,653,350
Sale of units (2,577,3659.709) (6,490,418,283) (3,067,787,992)
Net increase (decraase) in net assets
resulting from share transactions 130,709 574 226 257 169 356,966 743
Net assets
Beginning of period 1,965,801,355 32,084,493 1,997 885,848
End of period § 2096510929 5 258 341662 5 2354 852 591
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STATE OF ARIZONA
OFFICE OF THE TREASURER

LOCAL GOVERNMENT INVESTMENT LONG-TERM POOL (LGIP-LT)
STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

External Participants Internal Participants Total Pool

Assets
Investments in securities, at fair value $ 54,033,617 $ - $ 54,033,617
Accrued interest and other receivables 440,792 - 440,792

Total assets 54,474,409 - 54,474,409
Liabilities
Distributions payable 456,074 456,074
Purchased securities payable 1,039,862 - 1,039,862

Total liabilities 1,495,936 - 1,495,936
Net assets held in trust $ 52978473 3 - $ 52978473
Net assets consist of:

Participant shares outstanding $ 53,007,001 3 - $ 53,007,001
Participant net asset value

(net assets/shares outstanding) $1.00 $0.00 $1.00
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STATE OF ARIZONA
OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT LONG-TERM POOL (LGIP-LT)
STATEMENT OF OPERATIONS
Year ended June 30, 2008

External Participants Internal Participants Total Pool
Revenues
Interest income % 1,548,817 $ - 3 1,548 817
Net increase in fair value 189,914 - 189914
Total revenues 1,738,731 - 1,738731
Expenses
Management fees 22,803 - 22 803
Total expenses 22,803 - 22 803
Net investment income % 1,715,928 $ - 3 1,715,928
STATE OF ARIZONA

OFFICE OF THE TREASURER
LOCAL GOVERNMENT INVESTMENT LONG-TERM POOL (LGIP-LT)
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
Year ended June 30, 2008

External Participants Internal Participants Total Pool
Net increase in net assets
from operations % 1,715,928 $ - 3 1,715,928
Distributions to participants
Distributions paid and payable (1,715 ,928) - (1,715,928)
Share transactions at net
asset value of $1.00:
Purchase of units 27,263,740 - 27,263,740
Reinvestment of interest 1,457 636 - 1,457 636
Sale of units (3,355,1886) - (3,355,186)
MNet increase (decrease) in net assets
resulting from share transactions 25,366,190 - 25,366,190
Net assets
Beginning of period 27,612 283 - 27612283
End of period 5 52,978,473 $ - $ 52978473
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INDIVIDUAL INVESTMENT ACCOUNT

FINANCIAL STATEMENTS
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STATE OF ARIZONA
OFFICE OF THE TREASURER
INDIVIDUAL INVESTMENT ACCOUNT

STATEMENT OF FIDUCIARY NET ASSETS
June 30, 2008

Central Arizona
Water Conservation District
Med. Term #12

Assets

Investments in securities, at fair value $ 113,247,837

Accrued interest and other receivables 1,018,709
Total assets 114,266,546

Liabilities

Distributions payable 1,037,963
Total liabilities 1,037,963

Net assets held in trust $ 113,228,583

Net assets consist of:

Participant shares outstanding $ 113,228,583
Participant net asset value
(net assets/shares outstanding) 1.00
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STATE OF ARIZONA
OFFICE OF THE TREASURER
INDIVIDUAL INVESTMENT ACCOUNT
STATEMENT OF OPERATIONS
Year ended June 30, 2008

Central Arizona
Water Conservation
District

Med. Term #12

Revenues

Interest Income $ 5,243,013

Net increase in fair value 106,788
Total revenues 5,349,801

Expenses

Management fees 72,895
Total expenses 72,895

Net investment income $ 5,276,906

STATE OF ARIZONA
OFFICE OF THE TREASURER
INDIVIDUAL INVESTMENT ACCOUNT
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
Year ended June 30, 2008

Central Arizona
Water Conservation
District

Med. Term #12
Net increase in net assets
from operations $ 5,276,906

Distributions to participants

Distributions paid and payable (5,276,906)
Share transactions at net

asset value of $1.00:

Purchase of units 7,734,570
Reinvestment of interest 5,180,715
Sale of units (5,483,046)
Net increase (decrease) in net assets
resulting from share transactions 7,432,239
Net assets
Beginning of period, as restated 105,796,344
End of period $ 113,228,583
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Summary of Cash on Deposit with Treasurer
Year Ended June 30, 2008 (Unaudited)

Fund App AGY

Type Fund AGY Fund Title Ending Balance
01 1000  AAA 1000 GENERAL FUND $ 79,081,459.46
01 1000 ABA 1000 GENERAL FUND -
01 1000 ADA 1000 GENERAL FUND 123,237.69
01 1000 AEA 1000 GENERAL FUND 5,968.06
01 1000  AFA 1000 GENERAL FUND 23.45
01 1000 AGA 1000 GENERAL FUND 896,672.52
01 1000 AHA 1000 GENERAL FUND 20,602.56
01 1000 ANA 1000 GENERAL FUND -
01 1000  APA 1000 GENERAL FUND 15.50
01 1000 ASA 1000 GENERAL FUND -
01 1000 AUA 1000 GENERAL FUND 132,188.87

01 1000 BAA 1000 GENERAL FUND -
01 1000 BBA 1000 GENERAL FUND -
01 1000 BDA 1000 GENERAL FUND 17,163.24

01 1000 BHA 1000 GENERAL FUND -

01 1000 BNA 1000 GENERAL FUND 231.32
01 1000 BRA 1000 GENERAL FUND 1,447,012.50
01 1000 CBA 1000 GENERAL FUND 30.00
01 1000 CCA 1000 GENERAL FUND 9,048.38
01 1000 CEA 1000 GENERAL FUND -

01 1000 COA 1000 GENERAL FUND 100,656.25
01 1000 CSA 1000 GENERAL FUND 3,483.61
01 1000 CTA 1000 GENERAL FUND 25,735.93
01 1000 DCA 1000 GENERAL FUND 13,284,034.70
01 1000 DEA 1000 GENERAL FUND 3,517,097.49
01 1000 DJA 1000 GENERAL FUND 707,044.74
01 1000 DOA 1000 GENERAL FUND 13.50
01 1000 DTA 1000 GENERAL FUND -

01 1000 DXA 1000 GENERAL FUND 166.00
01 1000 EDA 1000 GENERAL FUND 654,074.45
01 1000 EDA 1003 TEACHER CERTIFICATION 165.10
01 1000 EPA 1000 GENERAL FUND 37,875.61
01 1000 EQA 1000 GENERAL FUND 24,785.55
01 1000 EVA 1000 GENERAL FUND 496,266.56

01 1000 EVA 1004 GENERAL FUND APP 9,469.49
01 1000 EVA 1015 G/F SAFE DRINKING WATER -
01 1000 FDA 1000 GENERAL FUND -

01 1000 GSA 1000 GENERAL FUND 694.34
01 1000 GTA 1000 GENERAL FUND 11,773.50
01 1000 GVA 1000 GENERAL FUND 23,912.99

01 1000 HCA 1000 GENERAL FUND 632,071.72
01 1000 HEA 1000 GENERAL FUND -
01 1000 HGA 1000 GENERAL FUND -

01 1000  HIA 1000 GENERAL FUND 135,109.54
01 1000 HOA 1000 GENERAL FUND 31,320.96
01 1000 HSA 1000 GENERAL FUND 1,702,979.52
01 1000 HUA 1000 GENERAL FUND 50,612.59
01 1000  I1AA 1000 GENERAL FUND 368.74

01 1000 IBA 1000 GENERAL FUND -
01 1000 ICA 1000 GENERAL FUND -

01 1000 IDA 1000 GENERAL FUND 240,286.58
01 1000 JCA 1000 GENERAL FUND 18,868.00
01 1000 JLA 1000 GENERAL FUND 1,821.12
01 1000 LAA 1000 GENERAL FUND 9,874.32
01 1000 LCA 1000 GENERAL FUND 43,967.89
01 1000 LDA 1000 GENERAL FUND 804,870.36
01 1000 LLA 1000 GENERAL FUND 174,917.81
01 1000 LWA 1000 GENERAL FUND -

01 1000 MAA 1000 GENERAL FUND 1,001,685.97
01 1000 MEA 1000 GENERAL FUND 4.00
01 1000 MIA 1000 GENERAL FUND 26,433.93
01 1000 MMA 1000 GENERAL FUND 23,812.20
01 1000 MNA 1000 GENERAL FUND 757.00
01 1000 MSA 1000 GENERAL FUND 15,310.50

01 1000 NAA 1000 GENERAL FUND -
01 1000 NBA 1000 GENERAL FUND -
01 1000 NCA 1000 GENERAL FUND -
01 1000 NSA 1000 GENERAL FUND 67.90
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Summary of Cash on Deposit with Treasurer
Year Ended June 30, 2008 (Unaudited)

Fund App AGY

Type Fund AGY Fund Title Ending Balance
01 1000 OBA 1000 GENERAL FUND $ -
o1 1000 OSA 1000 GENERAL FUND 14.31
01 1000 OTA 1000 GENERAL FUND -
01 1000 PBA 1000 GENERAL FUND 3,534.00
01 1000 PDA 1000 GENERAL FUND 13,371.79
01 1000 PEA 1000 GENERAL FUND 76,190.20
01 1000 PHA 1000 GENERAL FUND -
01 1000 PIA 1000 GENERAL FUND 8,066.53
01 1000 PMA 1000 GENERAL FUND 69.45
01 1000 POA 1000 GENERAL FUND -
01 1000 PPA 1000 GENERAL FUND 11,632.61
01 1000 PRA 1000 GENERAL FUND 23,964.75
01 1000 PSA 1000 GENERAL FUND 1,674,301.38
01 1000 PTA 1000 GENERAL FUND 12.10
01 1000 PVA 1000 GENERAL FUND -
o1 1000 RBA 1000 GENERAL FUND 37.71
01 1000 RCA 1000 GENERAL FUND 37,409.78
o1 1000 RDA 1000 GENERAL FUND -
01 1000 REA 1000 GENERAL FUND 13,612.60

01 1000 RGA 1000 GENERAL FUND -
01 1000 RPA 1000 GENERAL FUND -

01 1000 RVA 1000 GENERAL FUND 891,048.26
01 1000 SBA 1000 GENERAL FUND 8.00
01 1000 SDA 1000 GENERAL FUND 91,895.78
01 1000 SFA 1000 GENERAL FUND 1,748.31
01 1000 SNA 1000 GENERAL FUND 15,800.41
01 1000 SPA 1000 GENERAL FUND 440,582.01
01 1000 STA 1000 GENERAL FUND 278,897.14
01 1000 SYA 1000 GENERAL FUND -

01 1000 TEA 1000 GENERAL FUND 12.60
01 1000 TOA 1000 GENERAL FUND -

01 1000 TRA 1000 GENERAL FUND 278,036.61

01 1000 TXA 1000 GENERAL FUND -
01 1000 UAA 1000 GENERAL FUND -
01 1000 ULA 1000 GENERAL FUND -

o1 1000 VSA 1000 GENERAL FUND 71,880.92
o1 1000 VTA 1000 GENERAL FUND -

o1 1000 WCA 1000 GENERAL FUND 684,642.10
o1 1000 WMA 1000 GENERAL FUND 3,029.63
o1 1006 EDA 1006 ACADEMIC CONTESTS 11,330.76
o1 1007 EDA 1007 CHARTER SCHOOLS STIM 3,567.45
o1 1009 EDA 1009 SPECIAL EDUCATION 91.55
o1 1010 EPA 1010 MILITARY INSTALLATION 1,229.73
o1 1010 EPA 1011 MILIT INSTALL - 64 V 6,160,176.21
o1 1010 EPA 1012 MILIT INSTALL - 20 C 2,617,343.48
o1 1010 EPA 1013 MILIT INSTALL-16 CT 3,324,428.65
o1 1010 VSA 1010 MILIT INSTALL-VSA PR 1,967,016.11
o1 1021  WCA 1021 FLOOD WARNING SYSTEM 113,138.37
o1 1022 AGA 7261 STREET GANG REV FUND 2,413.00
o1 1237 EPA 1237 ARIZONA JOB TRAINING 52,314,890.15
o1 1305 GFA 1305 CREDIT CARD REVENUE 90,028.84
o1 1310 HCA 1303 TOBACCO PRODUCTS TAX 1.19
o1 1510 RVA 1510 DOR EXCISE & PRIVILEGE 8,666,578.17
o1 1510 RVA 1511 DOR EXCISE & PRIVILEGE -

o1 1510 RVA 1512 CASH IN LIEU OF BOND 1,231,468.59
o1 1520 RVA 1520 DOR UNCLAIMED PROPERTY 3,820,212.97
o1 1520 RVA 1530 UNCLAIMED PROPERTY 52,316.05
o1 1600 ADA 1600 CAPITAL OUTLAY STAB. 21,191,969.18
o1 1600 DCA 1600 CAPITAL OUTLAY STAB. (274,816.69)
o1 1600 DEA 1600 CAPITAL OUTLAY STAB. (1,569,233.43)
o1 1600 DJA 1600 CAPITAL OUTLAY STAB. (148,539.68)
o1 1600 EVA 1600 CAPITAL OUTLAY STAB. (15,000.00)
o1 1600  HIA 1600 CAPITAL OUTLAY STAB. (794,507.28)
o1 1600 HSA 1600 CAPITAL OUTLAY STAB. (7,434,260.46)
o1 1600 MAA 1600 CAPITAL OUTLAY STAB. (631,592.87)
o1 1600 PHA 1600 CAPITAL OUTLAY STAB. (43,437.13)
o1 1600  PIA 1600 CAPITAL OUTLAY STAB. (5,141.38)

o1 1600 PRA 1600 CAPITAL OUTLAY STAB. (192,926.35)
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Summary of Cash on Deposit with Treasurer
Year Ended June 30, 2008 (Unaudited)

Fund App AGY
Type Fund AGY Fund Title Ending Balance
01 1600 PSA 1600 CAPITAL OUTLAY STAB. $ (865,017.02)
01 1600 SDA 1600 CAPITAL OUTLAY STAB. (93,728.74)
01 1600  SPA 1600 CAPITAL OUTLAY STAB.