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ARIZONA STATE TREASURER

DouG DUCEY
TREASURER

October 27, 2011

The Honorable Janice K. Brewer
Govemor, State of Arizona

1700 W Washington

Phoenix, AZ 85007

Dear Governor Brewer,

It is a pleasure to submit the Arizona State Treasurer’s Annual Audited Financial Statements for
the fiscal year ended June 30, 2011.

During the past fiscal year, Arizona has been presented with tremendous economic challenges,
yet we have continued to eam a profit for both state and local taxpayers. In Fiscal Year 2011, we
distributed investment earmings of $56.6 million.

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

o Fair value of combined investments totaled $10.9 billion;

o Fair value of all Endowment Funds totaled $3.3 billion, from which $17.5 million of
investment earnings was distributed to beneficiaries;

o Fair value of non-endowment funds totaled $7.6 billion, from which $39.1 million was
distributed to pool participants;

o Custody of performance bond’s cash and securities totaled $3.6 billion with negotiable
securities held at a custodial institution;

o State shared revenue distributions totaled $9.5 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. I
encourage you to visit www.aztreasury.gov to leam more about how we manage the State’s
money.

Sincerely,

Doug Ducey
Arizona State Treasurer

1700 W. WASHINGTON, PHOENIX, ARIZONA 85007 <+ (602) 604-7800 ¢ Fax (602) 542-7176
WWW.AZTREASURY.GOV
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DEBRA K. DAVENPORT, CPA OFFICE OF THE MELANIE M. CHESNEY
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AUDITOR GENERAL

Independent Auditors’ Report

Members of the Arizona State Legislature

The Honorable Doug Ducey,
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, 2011, as listed in the table of contents.
These financial statements are the responsibility of the Office of the Treasurer's management. Our
responsibility i3 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 overalil 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, 2011, and the changes in financial position of the State of Arizona 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, 2011, and the results of
operations of its investment trust funds and the changes in 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 thé 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.

2810 NORTH 44TH STREET * SUITE 410 * PHOENIX. ARIZONA 85018 « (602) S§3-0333 - FAX (602) 56§3.005 {






FY 2011 ANNUAL REPORT

FINANCIAL STATEMENTS






STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINING STATEMENT OF FIDUCIARY NET ASSETS -
INVESTMENT TRUST FUNDS
JUNE 30, 2011

tndividual
External Investment Trust Funds Investment Account
Local Government Local Government Local Government Local
Local Government Investment Pool - Investment Pool - Investment Pool - Government Central Arizona
Investment Pool FF&C Medium Term Medium Term FF&C Investment  Wataer Conservation
(LGIP) (LGIP-GOV) (LGIP-MT) (LGIP-MT GOV) Lehman Brothers District Total

Assets
Investrneats in securities,

at fair value $ 1,474,077,766 $ 1,792,353,012 $ 210,912,293 $ 120,410,315 $ 10,158,375 $ 273,710670 $3,881,622,431
Securities lending collateral investments - 13,349,125 18,293,245 - - 6,762,330 39,404,700
Accrued interest and other

receivables 327,189 1,841,047 809,979 387,233 - 1,585,386 4,950,834

Total assets 1,474,404,955 1,807,543.184 231,015,517 120,797,548 10,158,375 282,058,386 3,925,977,865
Liabilities
Distributions payable - - 300,135 130,736 - - 430,871
Management fees payable 82,853 96,922 10,424 5,954 - 13.214 209,467
Obligations under security Joan agreements - 13,348,125 19,293,245 - - 6,762,330 39,404,700
Purchased securities payable 9,645,156 ~ 513,730 - - - 10,158,886

Total liabilities 9,728,109 13,446,047 20,117,534 136,690 - 6,775,544 50,203,924
Net assets held in trust $ 1,464,676,846 $ 1,794,097 137 $ 210,897,983 $ 120,660,858 $ 10,158,375 $ 275,282,842 $3,875,774,041
Net assets consist of;

Participant shares

outstanding $ 1,464,676,846 $ 1,794,097,137 $ 203,790,662 $ 119,469,381 $ 39,426,522 $ 270,819,570 $3,892,280,118
Participant net asset value

(net assets/shares

outstanding) $1.00 $1.00 $1.03 $1.01 $0.26 $1.02

See accompanying notes to financiat statemeats



Revenues
Interest income

Nel increase (decrease) in fair value
Income from securities lending activities:
Gross earings
Less rebates

Less fees
Net income from securities lending activities

Total revenues

Expenses

Management fees

Total expenses

Net investment income

STATE OF ARIZONA
OFFICE OF THE TREASURER
COMBINING STATEMENT OF OPERATIONS -
INVESTMENT TRUST FUNDS
YEAR ENDED JUNE 30, 2011

individual
External lnvestment Trust Funds Investment Account
Local Government Local Government Local Government Local
Local Government Investment Pool - Investment Pool - Investment Pool - Gavernment Central Arizona
Investment Pool FF&C Medium Term Medium Term FF&C Investment  Water Conservation
(LGIP) (LGIP-GOV) (LGIP-MT) (LGIP-MT GOV) Lehman Brothers District Total
3 4,193,267 3 3,283,271 $ 3,548,239 § 1,759,667 3 - $ 4,692,230 $ 17,476,666
426,267 132,265 (655,146) 52,859 2,485,625 747,024 3,168,894
80,555 178,363 33,890 - - 29,989 322,797
(25.465) (38,330) (11,927) - - (12,300) (88,022)
(55,090) (140,033) (21,963) - - (17,689) (234,775)
4,619,534 3,415,536 2,893,085 1,812,526 2,465,625 5,439,254 20,645,560
966,242 1,154,668 104,880 72,606 - 118,395 2,416,791
966,242 1,154,668 104,880 72,606 - 118,395 2.416,791
$ 3,653,292 $ 2,260,868 8 2,788,205 $ 1,739,920 $ 2,465,625 3 5,320,859 $ 18,228,769

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, 2011

Individual
External Investment Trust Funds Investment Account
Local Government Local Government Local Government Local
Local Gavermment Investment Pool - Investment Paol - Investment Pool - Government Central Arizona
Investment Pool FF&C Medium Term  Medium Terrn FF&C  Investment  Water Conservation
(LGIP) (LGIP-GOV) (LGIP-MT) (LGIP-MT GOV) Lehman Brothers District Total

Net increase (n net

assets from operations $ 3,653,292 $ 2,260,868 3 2.788,205 $ 1,739,920 $ 2,465,825 $ 5,320,859 $ 18,228,769
Distrlbutions to particlpants

Distributions paid and

payable (3,653,292) (2,260,868) (2.788,205) (1,739,920} - (5,320,859) (15,763,144)
Shace transactions at

net asset value of $1.00

Purchase of units 2,696,525.,484 2,347,366,383 135,315,285 58,745,585 - 146,838,585 5,384,791,322

Reinvestment of interest 3,227,871 2.130,007 2,821,883 1,473,318 - 4,391,169 14,044,249

Sale of units (2,917,818,921) (2,696,861,587) (39,319,226) (54.752,404) - (12,254,376) (5,721.006,514)
Net increase (decrease) in net

assets resulting from

shara transactions (218,065,566) (347,365,197) 98,817,942 5,466,500 - 138,975,378 (322,170,943)
Net Assets
8eginning of peried ~1,682,742,412 2,141,462,334 112,080,041 115,194 358 7,692,750 136,307,464 4,1985,479.359
End of period $  1,464,676,846 $ 1,794,097,137 $ 210,897,983 $ 120,660,858 $ 10,158.375 $ 275,282,842 $ 3.875,774,041
Ending net assets consist aof:

Internal participants $ 46,882,824 $ 25,962,088 $ 70,711,155 $ 41414325 $ 1,775.824 3 - $ 186,746,216

External participants $ 1,417,794,022 $ 1,768,135,049 $ 140,186,828 $ 79,246,533 $ 8.382.551 $ 275,282,842 $ 3.689.027,825

See accompanying notes to financial statements
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NOTE -

STATE OF ARIZONA
OFFICE OF THE TREASURER
NOTE TO SUMMARY OF CASH ON DEPOSIT WITH TREASURER
JUNE 30, 2011

(UNAUDITED)

The Summary of Cash on Deposit with Treasurer schedule presents a detail summary
of the monies the State Treasurer holds for state agencies, other political subdivisions
(primarily counties, cities, and towns), and public entities for the year ended June 30,
2011, as recorded on the Uniform Statewide Accounting System (USAS) on essentially
a cash basis. The operating fund balance (at cost) is $1.620 billion, which includes the
general fund’s share (at cost) of $59.4 million.



Fiscal Year 2011
Annual Audited
Financial Statements





