NEW ISSUE Ratings: Fitch “AAA”; Moody’s “Aaa”; S&P “AAA”
See “MISCELLANEOUS—Bond Ratings” herein.

Subject to compliance by the State of Utah with certain covenants, in the opinion of Chapman and Cutler LLP, Bond Coun-
sel, under present law, interest on the Bonds is excludable from gross income of the owners thereof for federal income tax
purposes and is not included as an item of tax preference in computing the federal alternative minimum tax for individuals
and corporations. In the opinion of Bond Counsel, under the existing laws of the State of Utah, as presently enacted and con-
strued, interest on the Bonds is exempt from taxes imposed by the Utah Individual Income Tax Act. See “LEGAL MATTERS”
herein for a more complete discussion.
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The $172,055,000 General Obligation Refunding Bonds, Series 2010C, are issuable by the State of Utah as fully-registered
bonds and will be initially issued in book—entry form through The Depository Trust Company, as securities depository for the
Bonds. See “APPENDIX F—BOOK-ENTRY SYSTEM.”

Principal of and interest on the Bonds (interest payable January 1 and July 1 of each year, commencing January 1, 2011)
are payable by U.S. Bank National Association, Corporate Trust Services, as Paying Agent, to the registered owners thereof.
See “THE BONDS—Book-Entry System” herein.

The Bonds are not subject to redemption. See “THE BONDS—No Redemption Provisions™ herein.

The Bonds are general obligations of the State of Utah, for which the full faith, credit and resources of the State of Utah
are pledged for the payment of principal and interest, and for which payment a tax may be levied, without limitation as to
rate or amount, on all property in the State of Utah subject to taxation for State of Utah purposes. See “THE BONDS—
Security For The Bonds™ herein.

Dated: Date of Delivery! Due: July 1, as shown on the inside front cover

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

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

This OFFICIAL STATEMENT is dated October 14, 2010, and the information contained herein speaks only as of that
date.

J.P. Morganz Goldman, Sachs & Co.>2
Jefferies & Company Morgan Stanley Wells Fargo Securities
George K. Baum & Company Seattle-Northwest Securities Corporation

1 The anticipated date of delivery is Thursday, October 21, 2010.
2 Joint Bookrunner for the Bonds.
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$172,055,000
General Obligation Refunding Bonds, Series 2010C

Dated: Date of Delivery! Due: July 1, as shown below
Due CUSIP Principal Interest
July 1 917542 Amount Rate Yield
2016...... RN 4 $ 5,950,000 4.00% 1.40%
2016...... RR 5 22,560,000 5.00 1.40
2017...... RP 9 8,200,000 4.00 1.68
2017...... RS 3 20,435,000 5.00 1.68
2018...... RT 1 70,435,000 5.00 191
2019...... RQ 7 1,105,000 4.00 211
2019...... RV 6 20,000,000 4.50 2.11
2019...... RU 8 23,370,000 5.00 211

! The anticipated date of delivery is Thursday, October 21, 2010.
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This OFFICIAL STATEMENT does not constitute an offer to sell, or the solicitation of an offer to buy,
nor shall there be any sale of, the Bonds (as defined herein), by any person in any jurisdiction in which it is
unlawful for such person to make such offer, solicitation or sale. No dealer, broker, salesman or other person
has been authorized to give any information or to make any representations other than those contained herein,
and if given or made, such other information or representations must not be relied upon as having been autho-
rized by either the State of Utah (the “State”); Zions Bank Public Finance, Salt Lake City, Utah (as Financial
Advisor); U.S. Bank National Association, Corporate Trust Services (as Escrow Agent, Bond Registrar and
Paying Agent); or any other entity. All information contained herein has been obtained from the State, The
Depository Trust Company, and from other sources which are believed to be reliable. The information and
expressions of opinion herein are subject to change without notice and neither the delivery of this OFFICIAL
STATEMENT nor the issuance, sale, delivery or exchange of the Bonds, shall under any circumstance create
any implication that there has been no change in the affairs of the State since the date hereof.

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

The yields at which the Bonds are offered to the public may vary from the initial reoffering yields on the
inside cover page of this OFFICIAL STATEMENT. In addition, the Underwriters (as defined herein) may al-
low concessions or discounts from the initial offering prices of the Bonds to dealers and others. In connection
with the offering of the Bonds, the Underwriters may engage in transactions that stabilize, maintain, or other-
wise affect the price of the Bonds. Such transactions may include overallotments in connection with the pur-
chase of Bonds, the purchase of Bonds to stabilize their market price and the purchase of Bonds to cover the
Underwriter’s short positions. Such transactions, if commenced, may be discontinued at any time.

Cautionary Statements Regarding Forward-Looking Statements. Certain statements included or incorpo-
rated by reference in this OFFICIAL STATEMENT constitute “forward—looking statements” within the mean-
ing of the United States Private Securities Litigation Reform Act of 1995, Section 21E of the United States
Securities Exchange Act of 1934, as amended, and Section 27A of the United States Securities Act of 1933, as
amended. Such statements are generally identifiable by the terminology used, such as “plan,” “project,” “fore-
cast,” “expect,” “estimate,” “budget” or other similar words.

The achievement of certain results or other expectations contained in such forward-looking statements in-
volve known and unknown risks, uncertainties and other factors which may cause actual results, performance
or achievements described to be materially different from any future results, performance or achievements ex-
pressed or implied by such forward—looking statements. The State does not plan to issue any updates or revi-
sions to those forward—looking statements if or when its expectations change, or events, conditions or circums-
tances on which such statements are based, occur.

The CUSIP (the Committee on Uniform Securities Identification Procedures) identification numbers are
provided on the inside cover page of this OFFICIAL STATEMENT and are being provided solely for the con-
venience of bondholders, and the State does not make any representation with respect to such numbers or un-
dertake any responsibility for their accuracy. The CUSIP numbers are subject to change after the issuance of
the Bonds as a result of subsequent actions including, but not limited to, a refunding in whole or in part of the
Bonds.

The information available at the Web sites referenced in this OFFICIAL STATEMENT has not been re-
viewed for accuracy and completeness. Such information has not been provided in connection with the offer-
ing of the Bonds and is not a part of this OFFICIAL STATEMENT.



OFFICIAL STATEMENT RELATED TO

$172,055,000
State of Utah

General Obligation Refunding Bonds, Series 2010C

INTRODUCTION

This OFFICIAL STATEMENT provides information in connection with the issuance and sale by the
State of Utah (the “State”) of its $172,055,000 General Obligation Refunding Bonds, Series 2010C (the
“Bonds™). This introduction is only a brief description of the Bonds and the security and source of pay-
ment for the Bonds, and is qualified by more complete and detailed information contained in the entire
OFFICIAL STATEMENT, including the cover page and appendices hereto, and the documents summa-
rized or described herein. A full review should be made of the entire OFFICIAL STATEMENT. The of-
fering of the Bonds to potential investors is made only by means of the entire OFFICIAL STATEMENT.

When used herein, the terms “Fiscal Year[s] 20YY,” and “Fiscal Year[s] End[ed][ing]
June 30, 20Y'Y,” shall refer to the year ended or ending on June 30 of the year indicated and beginning on
July 1 of the preceding year and the terms “Calendar Year[s] 20YY,” or “Calendar Year[s] End[ed][ing]
December 31, 20YY” shall refer to the year beginning on January 1 and ending on December 31 of the
year indicated. Capitalized terms used but not otherwise defined herein have the same meaning as given
to them in the Resolutions, as hereinafter defined.

Security

The Bonds are general obligations of the State, for which the full faith, credit and resources of the
State are pledged for the payment of principal and interest, and for which payment a tax may be levied,
without limitation as to rate or amount, on all property in the State subject to State taxation. The General
Obligation Bond Authorization Acts, as defined herein, provide that in each year after issuance of the
Bonds, and until all outstanding Bonds are retired, there is levied a direct annual tax on all real and per-
sonal property within the State subject to State taxation, sufficient to pay: applicable bond redemption
premiums, if any, interest on the Bonds as it becomes due, and principal of the Bonds as it becomes due.
The General Obligation Bond Authorization Acts further provide that the direct annual tax imposed under
the General Obligation Bond Authorization Acts is abated to the extent money is available from sources
other than ad valorem taxes in the sinking funds created by the General Obligation Bond Authorization
Acts for the payment of Bond interest, principal, and redemption premiums, if any. See “FINANCIAL
INFORMATION REGARDING THE STATE OF UTAH—Property Tax Matters” below.

The State expects that moneys will be available from sources other than ad valorem taxes for deposit
into the sinking funds created by the General Obligation Bond Authorization Acts in amounts sufficient to
pay principal of and interest on the Bonds when due, thereby enabling the State to abate the ad valorem
taxes levied for that purpose. See “THE BONDS—Security For The Bonds” below.



Authority And Purpose

The Bonds are authorized pursuant to the Resolutions, as defined herein, of the State Bonding Com-
mission (the “Commission”) and pursuant to the Refunding Bond Act to provide funds to refund out-
standing bonds of the State and to pay costs and expenses incident to the issuance of the Bonds. See
“THE BONDS—Estimated Sources And Uses Of Funds” below.

No Redemption

The Bonds are not subject to redemption prior to maturity. See “THE BONDS—No Redemption Pro-
visions” below.

Registration, Denominations, And Manner Of Payment

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

Principal of and interest on the Bonds (interest payable January 1 and July 1 of each year, commenc-
ing January 1, 2011) are payable by U.S. Bank National Association, Corporate Trust Services, as Paying
Agent and Bond Registrar (the “Paying Agent” and “Bond Registrar”), to the registered owners of the
Bonds. So long as Cede & Co. is the sole registered owner, as nominee of DTC, it will in turn remit such
principal and interest to its Direct Participants, for subsequent disbursements to the Beneficial Owners of
the Bonds, as described under “APPENDIX F—BOOK-ENTRY SYSTEM.”

So long as DTC or its nominee is the sole registered owner of the Bonds, neither the State nor any
Paying Agent will have any responsibility or obligation to any Direct or Indirect Participants of DTC, or
the Persons for whom they act as nominees, with respect to the payments to or the providing of notice for
the Direct Participants, Indirect Participants or the Beneficial Owners of the Bonds. Under these same
circumstances, references herein and in the Resolutions to the “Bondowners” or “Registered Owners” of
the Bonds shall mean Cede & Co. and shall not mean the Beneficial Owners of the Bonds.

Transfer Or Exchange

Any Bond may be transferred or exchanged in accordance with the provisions of the Resolutions.
Bonds may be transferred upon surrender of such Bonds for cancellation and by delivery of a duly ex-
ecuted written instrument of transfer in a form approved by the Bond Registrar. No transfer shall be effec-
tive until entered on the registration books kept by the Bond Registrar. The Bond Registrar shall require
the payment by the Bondholder requesting any transfer or exchange of any tax or other governmental
charge required to be paid with respect to such transfer or exchange. The State, the Bond Registrar and
the Paying Agent may treat and consider the Person in whose name each Bond is registered in the regis-
tration books kept by the Bond Registrar as the holder and absolute owner thereof for the purpose of re-
ceiving payment of, or on account of, the principal thereof and interest due thereon and for all other pur-
poses whatsoever. No transfer or exchange of any Bonds shall be required to be made after the Record
Date immediately preceding any interest payment date to and including such interest payment date.
Record Date means in the case of each interest payment date, the Bond Registrar’s close of business on
the 15" day of the month next preceding such interest payment date or, if such day is not a regular busi-



ness day of the Bond Registrar, the next preceding day which is a regular business day of the Bond Regi-
strar (the “Record Date”).

For so long as DTC acts as securities depository for the Bonds, DTC or its nominee will be the sole
registered owner of the Bonds and beneficial owners may transfer their interests in the Bonds through
book-entry transactions as described under “APPENDIX F—BOOK-ENTRY SYSTEM.”

Tax Matters Regarding The Bonds

Subject to compliance by the State with certain covenants, in the opinion of Chapman and Cutler
LLP, Bond Counsel, under present law, interest on the Bonds is excludable from gross income of the
owners thereof for federal income tax purposes and is not included as an item of tax preference in compu-
ting the federal alternative minimum tax for individuals and corporations. In the opinion of Bond Coun-
sel, under the existing laws of the State of Utah, as presently enacted and construed, interest on the Bonds
is exempt from taxes imposed by the Utah Individual Income Tax Act.

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

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

Independent Auditor Bond Counsel
Utah State Auditor Chapman and Cutler LLP
Utah State Capitol Complex 201 S Main St Ste 2000
East Office Bldg Ste E310 Salt Lake City UT 84111-2266
(PO Box 142310) 801.536.1426 | f 801.533.9595
Salt Lake City UT 84114-2310 bjerke@chapman.com

801.538.1025 | f 801.538.1383
austonjohnson@utah.gov

Escrow Agent, Bond Registrar and Paying Agent Escrow Verification Agent
U.S. Bank National Association Grant Thornton LLP
Corporate Trust Services Accountants and Management Consultants
170 S Main St Ste 200 500 Pillsbury Center
Salt Lake City UT 84101 Minneapolis MN 55402-1459
801.534.6083 | f 801.534.6013 612.332.0001 | f 612.332.8361
kim.galbraith@usbank.com stephanie.seroogy@gt.com

Financial Advisor

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

Conditions Of Delivery, Anticipated Date, Manner, And Place Of Delivery

The Bonds are offered, subject to prior sale, when, as, and if issued and received by J.P. Morgan Se-
curities LLC, New York, New York and Goldman, Sachs & Co., New York, New York as Joint
Bookrunners for the Bonds; with Jefferies & Company, New York, New York; Morgan Stanley, New



York, New York; Wells Fargo Securities, New York, New York; George K. Baum & Company, Kansas
City, Missouri; and Seattle—Northwest Securities Corporation, Seattle, Washington; as Co—Managers
(collectively, the “Underwriters™), subject to the approval of legality by Chapman and Cutler, LLP, Bond
Counsel to the State, and certain other conditions. Certain legal matters will be passed on for the State by
its Attorney General. Certain legal matters will be passed on for the Underwriters by Ballard Spahr LLP.
It is expected that the Bonds, in book—entry form, will be available for delivery in New York, New York
for deposit with DTC, on or about Thursday, October 21, 2010.

Continuing Disclosure

The State will enter into a Continuing Disclosure Undertaking (the “Undertaking”) for the benefit of
the Owners of the Bonds to send certain information annually and to provide notice of certain events to
Electronic Municipal Market Access (“EMMA”) pursuant to the provisions of paragraph (b)(5) of
Rule 15¢2-12 (the “Rule”) promulgated by the Securities and Exchange Commission pursuant to the Se-
curities Exchange Act of 1934. The information to be provided on an annual basis, the events which will
be noticed on an occurrence basis and other terms of the Undertaking, including termination, amendment
and remedies, are set forth in the proposed form of Undertaking in “APPENDIX E—PROPOSED FORM
OF CONTINUING DISCLOSURE UNDERTAKING.”

The State has complied in all material respects with each and every undertaking previously entered
into by it pursuant to the Rule. A failure by the State to comply with the Undertaking will not constitute a
default under the Resolutions, and Owners of the Bonds are limited to the remedies provided in the Un-
dertaking. See “APPENDIX E—PROPOSED FORM OF CONTINUING DISCLOSURE UNDERTAK-
ING-Consequences of Failure of the State to Provide Information.” A failure by the State to comply with
the Undertaking must be reported in accordance with the Rule and must be considered by any broker,
dealer or municipal securities dealer before recommending the purchase or sale of the Bonds in the sec-
ondary market. Any such failure may adversely affect the marketability of the Bonds.

Basic Documentation

This OFFICIAL STATEMENT speaks only as of its date, and the information contained herein is
subject to change. Brief descriptions of the State, the Bonds, and the Resolutions are included in this
OFFICIAL STATEMENT. Such descriptions do not purport to be comprehensive or definitive. All refer-
ences herein to the Resolutions are qualified in their entirety by reference to such documents, and refer-
ences herein to the Bonds are qualified in their entirety by reference to the form thereof included in the
Resolutions. The “basic documentation” which includes the Resolutions, the closing documents and other
documentation, authorizing the issuance of the Bonds and establishing the rights and responsibilities of
the State and other parties to the transaction may be obtained from the *“contact persons” as indicated be-
low.

Contact Persons

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

Richard K. Ellis, Utah State Treasurer
and Secretary of the State Bonding Commission

rellis@utah.gov

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

Salt Lake City UT 84114-2315
801.538.1042 | f 801.538.1465

treasurer.utah.gov




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

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

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

THE BONDS

General

The Bonds will be dated the date of delivery? thereof (the “Dated Date™) and will mature on July 1 of
the years and in the amounts as set forth on the inside cover page of this OFFICIAL STATEMENT.

The Bonds shall bear interest from the Dated Date at the rates set forth on the inside cover page of this
OFFICIAL STATEMENT. Interest on the Bonds is payable semiannually on each January 1 and July 1,
commencing January 1, 2011. Interest on the Bonds shall be computed on the basis of a 360—day year of
12, 30-day months. U.S. Bank National Association, Corporate Trust Services, is the initial Paying Agent
and Bond Registrar with respect to the Bonds.

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

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

Sources of Funds:

Par amount 0f the BONGS.........oovviiiieeieeieee ettt e e $172,055,000.00
Original issue premium on the Bonds...........cccoccveiiiie v v ~35,536,662.95

[ 0] -1 E SRS URRROURP $207,591,662.95

Uses of Funds:

Deposit t0 ESCrOW ACCOUNT ......cveiviiieieciecie et $206,713,787.13
Underwriters’ discount on the BONAS...........cceeeeiiiiiieiiviie e 672,032.72
COStS OF ISSUANCE (1) .vveveeiieiieiiiiesiesie et 205,843.10

B I0] - KOTSRS $207,591,662.95

(1) Costs of issuance include legal fees, Financial Advisor fees, rating fees, escrow fees, escrow verifica-
tion fees, other miscellaneous expenses and rounding amounts.

1 The anticipated date of delivery is Thursday, October 21, 2010.



Authorization And Purpose Of The Bonds

The Bonds are authorized pursuant to resolutions adopted by the Commission, on July 26, 2010 (the
“Parameters Resolution™) and on October 14, 2010 (the “Sale Resolution,” and collectively with the Pa-
rameters Resolution, the “Resolutions™) and pursuant to Title 11, Chapter 27 of the Utah Code Annotated
1953 (the “Utah Code”), as amended (the “Refunding Bond Act”) and Title 63B Chapter 1la of the Utah
Code (the “General Obligation Bond Act” and collectively with the Refunding Bond Act, the “Acts”), the
Commission is authorized to issue and sell general obligation bonds of the State to refund general obliga-
tion bonds previously issued by the State. The Bonds are secured by the full faith, credit, and resources of
the State. See “Security For The Bonds” below.

The Bonds are being issued for the purpose of refunding in advance of their maturity certain outstand-
ing general obligation bonds of the State. See “Plan Of Refunding” below.

Security For The Bonds

The Bonds are general obligations of the State, for which the full faith, credit and resources of the
State are pledged for the payment of principal and interest, and for which payment a tax may be levied,
without limitation as to rate or amount, on all property in the State subject to State taxation. The Acts
provide that each year after issuance of the Bonds and until all outstanding Bonds are retired, there is le-
vied a direct annual tax on all real and personal property within the State subject to State taxation, suffi-
cient to pay: applicable bond redemption premiums, if any, interest on the Bonds as it becomes due, and
principal of the Bonds as it becomes due. The Acts further provide that the direct annual tax imposed un-
der the Acts is abated to the extent money is available from sources, other than ad valorem taxes in the
sinking fund created by the Acts, for the payment of bond interest, principal, and redemption premiums, if
any. See “FINANCIAL INFORMATION REGARDING THE STATE OF UTAH—Property Tax Mat-
ters” below.

The State expects that moneys will be available from sources other than ad valorem taxes for deposit
into the sinking funds created by the Acts in amounts sufficient to pay principal of and interest on the
Bonds when due, thereby enabling the State to abate the ad valorem taxes levied for that purpose.

Plan Of Refunding

The State has previously issued its: (i) $140,635,000 General Obligation Bonds, Series 2004B, dated
July 1,2004, currently outstanding in the aggregate principal amount of $64,725,000 (the
“2004B Bonds”), the original proceeds of which were used for the cost of acquiring, constructing, and
renovating certain highway projects and the cost of acquiring, constructing, and renovating certain capital
facilities projects in the State; and (ii) $394,360,000 General Obligation Bonds, Series 2009A, dated
March 17, 2009, currently outstanding in the aggregate principal amount of $370,695,000 (the
“2009A Bonds™), the original proceeds of which were used for the cost of acquiring, constructing, and
renovating certain highway projects the State.

Proceeds from the Bonds in the aggregate amount of $206,713,787.13 shall be deposited with U.S.
Bank National Association, Corporate Trust Services, as Escrow Agent (the “Escrow Agent™), pursuant to
an Escrow Deposit Agreement dated as of the delivery date of the Bonds (the “Escrow Agreement”) to
establish an irrevocable trust escrow fund (the “Escrow Account”), consisting of cash and noncallable
direct full faith and credit obligations of the United States of America. Funds in the Escrow Fund shall be
used to refund in advance of their stated maturity portions of the 2004B Bonds and the 2009A Bonds as
follows:

(i) Amounts in the Escrow Account shall be used to redeem on July 1, 2014 certain maturities of
the callable portions of the 2004B Bonds maturing on and after July 1, 2016 (the “2004B Refunded
Bonds™), at a redemption price of 100% of the principal amount thereof plus accrued interest thereon



to the redemption date. The 2004B Refunded Bonds mature on the dates and in the amounts, and bear
interest at the rates, as follows:

Scheduled Maturity Redemption CUSIP Principal Interest ~ Redemption

(July 1) Date 917542 Amount Rate Price
2016 July 1, 2014 MY 5 $ 4,350,000 5.00% 100%
2017 i July 1, 2014 MZ 2 4,550,000 5.00 100
2018 July 1, 2014 NA 6 4,800,000 5.00 100
2019 July 1, 2014 NB 4 5,025,000 5.00 100
TOtAIS .ot $18,725,000

The cash and investments held in the Escrow Account will bear interest and mature in amounts
sufficient to pay (a) the interest falling due on the 2004B Refunded Bonds through July 1, 2014 and
(b) the redemption price of the 2004B Refunded Bonds, as such becomes due and payable on Ju-
ly 1, 2014.

(if) Amounts in the Escrow Account shall be used to redeem on July 1, 2018 certain maturities of
the callable portions of the 2009A Bonds maturing on and after July 1, 2020 (the “2009A Refunded
Bonds™), at a redemption price of 100% of the principal amount thereof plus accrued interest thereon
to the redemption date. The 2009A Refunded Bonds mature on the dates and in the amounts, and bear
interest at the rates, as follows:

Scheduled Redemption CUSIP Principal Interest ~ Redemption

Maturity Date 917542 Amount Rate Price
July 1, 2020 .........c....... July 1, 2018 PJ5 $ 29,930,000 5.00% 100%
July 1,2021 ................. July 1, 2018 PK 2 29,930,000 5.00 100
July 1,2022 ................. July 1, 2018 PLO 29,930,000 5.00 100
July 1, 2023 ................. July 1, 2018 PM 8 7,540,000 4.00 100
July 1,2023 ................. July 1, 2018 PN 6 22,390,000 5.00 100
January 1, 2024............ July 1, 2018 PP1 3,775,000 4.125 100
January 1, 2024............ July 1, 2018 PQ9 26,155,000 5.00 100
TOLAIS ..o e $149,650,000

The cash and investments held in the Escrow Account will bear interest and mature in amounts
sufficient to pay (a) the interest falling due on the 2009A Refunded Bonds through July 1, 2018 and
(b) the redemption price of the 2009A Refunded Bonds, as such becomes due and payable on Ju-
ly 1, 2018.

Certain mathematical computations regarding the sufficiency of and the yield on the investments held

in the Escrow Account will be verified by Grant Thornton LLP, Minneapolis, Minnesota. See “MISCEL-
LANEOUS—Escrow Verification” below.

No Redemption Provisions

The Bonds are not subject to redemption prior to maturity.

Book-Entry System

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered se-
curities registered in the name of Cede & Co. (DTC’s nominee) or such other name as may be requested
by an authorized representative of DTC. One fully-registered Bond certificate will be issued for each ma-
turity of the Bonds, each in the aggregate principal amount of such maturity, and will be deposited with



DTC or a “fast agent” of DTC. See “APPENDIX F—BOOK-ENTRY SYSTEM” for a more detailed dis-
cussion of the book—entry system and DTC.

In the event the book—entry system is discontinued, interest on the Bonds will be payable by check or
draft of the Paying Agent, mailed to the registered owners thereof at the addresses shown on the registra-
tion books of the State kept for that purpose by the Bond Registrar. The principal of all Bonds will be
payable by check or draft at the principal office of the Paying Agent.

Debt Service On The Bonds

Payment Date Principal Interest Period Total Fiscal Total

January 1, 2011................. $ 0.00 $ 1,623,650.00 $ 1,623,650.00
July 1, 2011 ..o, 0.00 4,175,100.00 4,175,100.00 $ 5,798,750.00
January 1, 2012................. 0.00 4,175,100.00 4,175,100.00
July 1, 2012 .....coveveree 0.00 4,175,100.00 4,175,100.00 8,350,200.00
January 1, 2013................. 0.00 4,175,100.00 4,175,100.00
July 1, 2013 ..o 0.00 4,175,100.00 4,175,100.00 8,350,200.00
January 1, 2014................. 0.00 4,175,100.00 4,175,100.00
July 1,2014 .......ccocveee 0.00 4,175,100.00 4,175,100.00 8,350,200.00
January 1, 2015................. 0.00 4,175,100.00 4,175,100.00
July 1,2015 .....coocvee 0.00 4,175,100.00 4,175,100.00 8,350,200.00
January 1, 2016................. 0.00 4,175,100.00 4,175,100.00
July 1, 2016 .....ccocevernee 28,510,000.00 4,175,100.00 32,685,100.00 36,860,200.00
January 1, 2017................. 0.00 3,492,100.00 3,492,100.00
July 1, 2017 ...ccvivee 28,635,000.00 3,492,100.00 32,127,100.00 35,619,200.00
January 1, 2018................. 0.00 2,817,225.00 2,817,225.00
July 1, 2018 ......ccoevvnne 70,435,000.00 2,817,225.00 73,252,225.00 76,069,450.00
January 1, 2019................. 0.00 1,056,350.00 1,056,350.00
July 1, 2019 ......cceevve _44,475,000.00 ~1,056,350.00 ~45,531,350.00 46,587,700.00

TotalS....ccoevevevveereenne, $172,055,000.00 $62,281,100.00 $234,336,100.00

STATE OF UTAH GOVERNMENTAL ORGANIZATION

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

Constitutional Departments

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

Legislative Department. The legislative department is composed of the Senate and the House of Rep-
resentatives, which constitute the Legislature (the “Legislature™). The Legislature exercises the legislative
power of the State and meets in regular session annually beginning in January. The Legislature imposes
taxes to provide revenues and makes appropriations to carry out all the activities of State government.

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

Judicial Department. The State Constitution vests the judicial power of the State “in a supreme court,
in a trial court of general jurisdiction known as the district court, and in such other courts as the Legisla-



ture by statute may establish.” Under such authority, the Legislature has established the Court of Appeals,
juvenile courts and justice courts.

Certain Other Administrative Bodies

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

Department of Administrative Services. The Department of Administrative Services coordinates the
agencies that provide administrative support to State government and is presently composed of various
divisions including, but not limited to, the Division of Finance and the Division of Facilities and Con-
struction Management (“DFCM”).

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

Division of Facilities Construction and Management. DFCM is responsible for the design and
construction of the facilities used by all State agencies and institutions with some exceptions. DFCM
is also responsible for the leasing of all facilities for State agencies with some exceptions. DFCM also
manages and maintains many State facilities and allocates space among State agencies.

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

State Building Board. The State Building Board acts as a policy—making board for DFCM. The board
is responsible for preparing and maintaining a five-year building plan for the State, establishing design
and construction standards for State facilities, and establishing procurement rules relating to State facili-
ties.

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

Department of Transportation. UDOT is responsible for the planning, design, construction and opera-
tion of transportation facilities within the State. The Transportation Commission is a citizen commission
charged with policy and programming oversight of UDOT. All expenditures for highway construction
projects must be authorized by the Transportation Commission after review and prioritization by UDOT.

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



DEBT STRUCTURE OF THE STATE OF UTAH
Legal Borrowing Authority

Constitutional Debt Limit. Article XIV, Section 1 of the State Constitution limits the total general ob-
ligation indebtedness of the State to an amount equal to 1.5% of the value of the total taxable property of
the State, as shown by the last assessment for State purposes previous to incurring such debt. The applica-
tion of this constitutional debt limit and the additional debt incurring capacity of the State under the Con-
stitution are estimated to be on October 21, 2010 (following the issuance of the Bonds) as follows:

Fair market value of ad valorem taxable property (1).......cccoovevereiieenenieeiene e, $279,470,018,301
Uniform fees in lieu of ad valorem taxable property (2) ......cccocovvvvevivevieeiieevieesee e, ~11,990,434,058
Total fair market value of taxable Property .........ccccovereiiieiiieee e $291,460,452,359
Constitutional debt HMIt (1.5%0)......ccviiieiiiie e $4,371,906,785
Less: currently outstanding general obligation debt (net) (3) ......ccccocevieviiiiiciiciecins (3,283,454,567)
Estimated additional constitutional debt incurring capacity of the State (4) .................. $1,088,452,218

(1) Based on 2009 taxable values. See “FINANCIAL INFORMATION REGARDING THE STATE OF UTAH—
Property Tax Matters—-Taxable Value Compared with Fair Market Value of All Taxable Property in the State”
below.

(2) Based on 2009 “age based” values. For purposes of calculating debt incurring capacity only, the value of all
motor vehicles and state—assessed commercial vehicles (which value is determined by dividing the uniform fee
revenue by 1.5%) is added to the fair market value of the taxable property in the State.

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

(4) The State is further limited on its issuance of general obligation indebtedness by statute. See in this section
“Statutory General Obligation Debt Limit” below.

Statutory General Obligation Debt Limit. Title 63J, Chapter 3, of the Utah Code (the “State Appropr-
iations and Tax Limitation Act”), among other things, limits the maximum general obligation borrowing
ability of the State. Under the State Appropriations and Tax Limitation Act, the outstanding general obli-
gation debt of the State at any time may not exceed 45% of the maximum allowable State budget appropr-
iations limit as provided in that act. The State Appropriations and Tax Limitation Act also limit State
government appropriations based upon a formula that reflects changes in population and inflation. See
“FINANCIAL INFORMATION REGARDING THE STATE OF UTAH—Recent Developments—
Spending and Debt Limitations” below.

On occasion, the Legislature has amended the State Appropriations and Tax Limitation Act in order
to provide an exemption for certain general obligation highway bonds, including that portion of the Bonds
authorized pursuant to the Highway Project Acts, and bond anticipation notes from the limitations im-
posed by the State Appropriations and Tax Limitation Act. See “Authorized General Obligation Bonds
and Future General Obligation Bonds Issuance” below.

Using the budget appropriations for Fiscal Year 2010, the statutory general obligation debt limit under

the State Appropriations and Tax Limitation Act and additional general obligation debt incurring capacity
of the State under that act are as of October 21, 2010, as follows:
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Statutory general obligation debt lIMit (1) ........ccooiiiiiiniii e $1,195,710,750

Less: statutorily applicable general obligation debt (Net) (2)........cccoevvrereiiiiiniiiicine _(564,471,475)
Remaining statutory general obligation debt incurring capacity .........cccccoovevevivrivernrnannn $_631,239,275

(1) 45% of Fiscal Year 2010 appropriation limit of $2,657,135,000.
(2) Includes unamortized original issue bond premium and deferred amount on refunding that was treated as prin-
cipal for purposes of calculating the applicable constitutional and statutory debt limits.

Authorized General Obligation Bonds and Future General Obligation Bonds Issuance. As of Octo-
ber 21, 2010, the State has approximately $1,198,017,444 aggregate principal amount of additional autho-
rized and unissued general obligation bonds, the proceeds of which bonds, when issued, will be used by

the Utah Department of Transportation and DFCM for various capital projects. The authorizations consist
of:

O $1,016,081,233 (all of which is exempt from statutory debt limit calculations) for highway
projects and $6,131,050 for higher education and building projects from 2009;

O $42,500,000 for development projects from 2008;

O $131,681,761 (all of which is exempt from statutory debt limit calculations) for highway
projects from 2007;

O $1,623,400 for capital projects from 2004.

Based on the State’s highway and transportation needs, the State anticipates that it will issue a portion
of its authorized and unissued general obligation bonds annually over the next three years.

(The remainder of this page has been intentionally left blank.)
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Outstanding General Obligation Indebtedness

The State has issued general obligation bonds for general administrative buildings, higher education

buildings, highways, water and wastewater facilities, flood control facilities, technology, and refunding
purposes. As of October 21, 2010, the State expects to have the following principal amounts of general
obligation debt outstanding:

Original Current
Principal Final Principal
Series (1) Purpose Amount Maturity Date Outstanding

2010C (2) cvevevreeiennnn Refunding $172,055,000  July 1, 2019 $ 172,055,000
2010B (2) (3) (4)......... Highways 621,980,000  July 1, 2025 621,980,000
2010A (3) cevevereerennn Building/highways 412,990,000  July 1, 2017 412,990,000
2009D (2) (4) ceevevennnee Highways 491,760,000  July 1, 2024 491,760,000
2009C (5) cveververeereninn Building/highways 490,410,000  July 1, 2018 490,410,000
2009B......cccoeiiiin, Various purpose 104,450,000 July 1, 2015 104,000,000
2009A (2) (6) eevvevennee Highways 394,360,000  July 1, 2019 (12) 221,045,000
2007 (7)eevveciireieciene Various purpose 75,000,000  July 1, 2014 47,265,000
2004B (6) (8)...vvvererne Various purpose 140,635,000  July 1, 2015 (12) 46,000,000
2004A (9) oo Refunding 314,775,000  July 1, 2016 275,465,000
2003A (10) (112) .......... Various purpose 407,405,000  July 1, 2013 (13) 122,975,000
2002B (2) c.evevenieiinnnn Refunding 253,100,000  July 1, 2012 116,620,000
2002A (11) e Various purpose 281,200,000  July 1, 2011 (13) 6,325,000
Total principal amount of outstanding general obligation debt (14) ........ccccccevcvvveiennene $3,128,890,000

(1)

(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)

Unless otherwise indicated, the outstanding general obligation bonds of the State are currently rated “AAA” by
Fitch Inc. (“Fitch”); “Aaa” by Moody’s Investors Service, Inc. (“Moody’s); and “AAA” by Standard & Poor’s
Ratings Services, a Standard & Poor’s Financial Services LLC business (“S&P™), as of the date of this OFFI-
CIAL STATEMENT.

These bonds are exempt from statutory debt limit calculations.

$333,280,000 of these bonds is exempt from statutory debt limit calculations.

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

$363,630,000 of these bonds is exempt from statutory debt limit calculations.

Portions of this bond issue were refunded by the Bonds.

$42,080,000 of these bonds is exempt from statutory debt limit calculations.

$18,800,000 of these bonds is exempt from statutory debt limit calculations.

$96,565,000 of these bonds is exempt from statutory debt limit calculations.

$121,975,000 of these bonds is exempt from statutory debt limit calculations.

Portions of this bond issue were refunded by the 2004A Bonds.

Final maturity date after the refunding effected by the Bonds.

Final maturity date after the refunding effected by the 2004A Bonds.

For accounting purposes, the outstanding debt as shown above must be increased by the premium associated
with debt issued and reduced by the deferred amount on refunding that is reported in the long—term debt notes
of the State’s financial statements. For accounting purposes, the total unamortized bond premium is
$187,702,075 and the total deferred amount on refundings is $33,137,509 (as of October 21, 2010), together
with current debt outstanding of $3,128,890,000 (including the Bonds), results in total outstanding net direct
debt of $3,283,454,567.

(Source: Division of Finance.)
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Debt Service Schedule Of Outstanding General Obligation Bonds By Fiscal Year (1)

Fiscal Year Series 2010C Series 2010B Series 2010A Series 2009D Series 2009C
Ending $172,055,000 $621,980,000 $412,990,000 $491,760,000 $490,410,000
June 30 Principal Interest Principal Interest (2) Principal Interest Principal Interest (2) Principal Interest
$ 0 $ 1623650 $ 0 $ 5,429,685 $ 0 $ 4836182 $ 0 $ 22,098,170 $ 0 $ 21715500
0 8,350,200 0 21,480,074 39,600,000 18,340,150 0 22,098,170 4,085,000 21,674,650
0 8,350,200 0 21,480,074 50,245,000 16,441,500 0 22,098,170 35,225,000 21,127,950
0 8,350,200 0 21,480,074 55,435,000 13,960,975 0 22,098,170 97,950,000 18,750,050
0 8,350,200 0 21,480,074 58,035,000 11,166,125 0 22,098,170 71,545,000 15,264,375
0 8,350,200 0 21,480,074 89,635,000 7,571,775 0 22,098,170 74,080,000 11,873,750
28,510,000 7,667,200 0 21,480,074 81,125,000 3,463,925 0 22,098,170 69,165,000 8,416,438
28,635,000 6,309,325 0 21,480,074 38,915,000 758,725 0 22,098,170 67,495,000 5,089,688
70,435,000 3,873,575 0 21,480,074 - - 0 22,098,170 70,865,000 1,721,625
44,475,000 1,056,350 29,470,000 21,010,175 - - 74,145,000 20,558,179 - -
- - 101,775,000 18,866,586 - - 87,715,000 (4) 17,020,917 - -
- - 102,480,000 15,466,620 - - 86,740,000 (4) 13,048,576 - -
- - 103,250,000 (3) 11,913,336 - - 90,825,000 (4) 9,005,421 - -
- - 104,160,000 (3) 8,243,216 - - 64,420,000 (4) 5,470,493 - -
- - 104,430,000 (3) 4,552,216 - - 87,915,000 (4) 2,001,825 - -
— — 76,415,000 (3) 1,352,163 — — — — — —
$172,055,000 $ 62,281,100 $ 621,980,000 $ 258,674,586 $412,990,000 $ 76,545,357 $ 491,760,000 $ 265,988,943  $ 490,410,000 $ 125,634,025
Fiscal Year Series 2009B Series 2009A Series 2007 Series 2004B Series 2004A
Ending $104,450,000 $394,360,000 $75,000,000 $140,635,000 $314,775,000
June 30 Principal Interest Principal Interest Principal Interest Principal Interest Principal Interest
$ 450,000 $ 4,169,000 $ 23,665,000 $ 13,810,484 $ 10,185,000 $ 2,407,675 $ 25,755,000 $ 3,412,000 $ 39,310,000 $ 14,151,150
19,175,000 3,776,500 23,680,000 9,234,425 15,030,000 1,777,300 30,600,000 1,535,000 40,830,000 12,548,350
19,950,000 2,994,000 23,680,000 8,368,600 10,300,000 1,195,550 3,575,000 680,625 11,245,000 11,450,625
20,775,000 2,179,500 23,680,000 7,510,425 10,720,000 775,150 3,750,000 497,500 18,480,000 10,707,500
21,600,000 1,332,000 23,680,000 6,415,450 11,215,000 280,375 3,950,000 305,000 73,595,000 8,405,625
22,500,000 450,000 25,265,000 5,316,325 - - 4,125,000 103,125 73,910,000 4,718,000
- - 25,265,000 4,228,075 - - 0 0 (5) 57,405,000 1,435,125
- - 25,265,000 3,015,325 - - 0 0(5) - -
- - 25,265,000 1,797,525 - - 0 0 (5) - -
- - 25,265,000 605,675 - - 0 0(5) - -
- - 0 0 (5) - - - - - -
- - 0 0(5) - - - - - -
- - 0 0 (5) - - - - - -
- - 0 0(5) - - - - - -
$ 104,450,000 $ 14,901,000 $ 244,710,000 $ 60,302,309 $ 57,450,000 $ 6,436,050 $ 71,755,000 $ 6533250 $ 314,775000 $ 63,416,375
Fiscal Year Series 2003A Series 2002B Series 2002A Totals (1)
Ending $407,405,000 $253,100,000 $281,200,000 Total Total Total
June 30 Principal Interest Principal Interest Principal Interest Principal Interest Debt Service
$ 50,025,000 $ 7,399,375 $ 53,670,000 $ 7,710,706 $ 6,000,000 $ 482,063 $ 209,060,000 $ 109,245,641 $ 318,305,641
15,100,000 5,771,250 56,705,000 4,744,378 6,325,000 166,031 . 251,130,000 131,496,478 382,626,478
52,575,000 4,079,375 59,915,000 1,610,216 0 0(7) . 266,710,000 119,876,885 386,586,885
55,300,000 1,382,500 - - 0 0(6) .... 286,090,000 107,692,044 393,782,044
0 0 (6) - - 0 0(6) ... 263,620,000 95,097,394 358,717,394
0 0 (6) - - 0 0(6) . 289,515,000 81,967,419 371,482,419
0 0 (6) - - - - 261,470,000 68,789,007 330,259,007
- - - - - - 160,310,000 58,751,307 219,061,307
- - - - - - 166,565,000 50,970,969 217,535,969
- - - - - - 173,355,000 43,230,378 216,585,378
- - - - - - 189,490,000 35,887,502 225,377,502
- - - - - - 189,220,000 28,515,196 217,735,196
- - - - - - 194,075,000 20,918,757 214,993,757
- - - - - - 168,580,000 13,713,708 182,293,708
- - - - - - 192,345,000 6,554,040 198,899,040
- - - - - - 76,415,000 1,352,163 77,767,163
$173,000,000 $ 18,632,500 $ 170,290,000 $ 14,065,300 $ 12,325000 $ 648,094 $3,337,950,000 $ 974,058,889 $ 4,312,008,889

()

fiscal year. Does not reflect a federal interest rate subsidy on Build America Bonds.

@
©)]
4
O]
(6)
U]

(Source: Financial Advisor.)
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Issued as federally taxable "Build America Bonds." Does not reflect a 35% federal interest subsidy payments.
Mandatory sinking fund principal payments from a $388,255,000 3.539% term bond due July 1, 2025.
Mandatory sinking fund principal payments from a $417,615,000 4.554% term bond due July 1, 2024.
Principal and interest has been refunded by the Bonds.
Principal and interest has been refunded by the 2004A General Obligation Bonds.
There was no scheduled principal maturity in this Fiscal Year.

This table reflects the State’s debt service schedule for its outstanding general obligation bonds for the fiscal year shown. This information is based on payments (cash basis) falling due in that particular



Revenue Bonds And Notes

State of Utah Recapitalization Revenue Bonds. Pursuant to the State Financing Consolidation Act,
Title 63B, Chapter 1b of the Utah Code (the “State Financing Consolidation Act”), the State Bonding
Commission is authorized to issue “recapitalization” revenue bonds of the State to provide funds for cer-
tain of the State’s revolving loan funds. The State issued recapitalization bonds in 1989 and 1992. Such
State revenue bonds are secured principally by the payments on certain bonds, notes and other obligations
owned by the State through such funds and by debt service reserve funds, and constitute “State Moral Ob-
ligation Bonds” as described below.

The State has issued the following recapitalization revenue bonds pursuant to the State Financing
Consolidation Act:

Original Current
Principal Final Principal
Series (1) Purpose Amount Maturity Date QOutstanding
2010C (2) cevvevvereerennn Water resources $31,225,000  July 1, 2022 $31,225,000
2010B.....cccoviieiiiennn, Water resources 16,125,000 July 1, 2017 16,125,000
2010A (3) ceecvveveeei Water resources 18,450,000 July 1, 2014 18,450,000
Total principal amount of outstanding revenue debt (4) .........ccooevereriieiiiinnceee $65,800,000

(1) Rated “Aa2” by Moody’s and “AA” by S&P, as of the date of this OFFICIAL STATEMENT.

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

(3) Issued as federally taxable bonds.

(4) For accounting purposes, the total unamortized bond premium is $1,733,093 (as of October 21, 2010), together
with current debt outstanding of $65,800,000, results in total outstanding net direct debt of $67,533,093.

(Source: Division of Finance.)

Total annual principal and interest payments on the State’s recapitalization revenue bonds are ap-
proximately $6.95 million and are due on July 1 of each year, beginning in Fiscal Year 2012 and extend-
ing through Fiscal Year 2023.

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

The majority of the State’s revenue bonds and notes are issued by the Utah Housing Corporation
(which is a component unit of the State), the State Board of Regents (student loans and various capital
projects), and the State Building Ownership Authority.

Additional information. For a detailed report and description of the various revenue bonds and notes
see “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY
INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009—Notes to the Financial
Statements, Note 10. Long—Term Liabilities” and for the State Building Ownership Authority see “AP-
PENDIX B—ADDITIONAL DEBT AND FINANCIAL INFORMATION REGARDING THE STATE
OF UTAH-State Building Ownership Authority.”

Lease Obligations

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

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

The present value of the minimum lease payments of the State’s capital leases for primary govern-
ment for Fiscal Years 2009 and 2008 totaled approximately $19.2 million (with annual payments sche-
duled through Fiscal Year 2029) and approximately $18.8 million (with annual payments scheduled
through Fiscal Year 2028), respectively. The present value of the minimum lease payments of the State’s
capital leases for the State’s component units for Fiscal Years 2009 and 2008 totaled approximately
$63.8 million (with annual payments scheduled through Fiscal Year 2029) and approximately
$70.1 million (with annual payments scheduled through Fiscal Year 2028), respectively.

Operating Leases. Operating leases contain various renewal obligations as well as some purchase op-
tions. However, due to the nature of the leases, the related assets are not classified as capital leases. Any
escalation clauses, sublease rentals and contingent rents are considered immaterial to the future minimum
lease payments and current rental expenditures. Operating lease payments are recorded as expenditures or
expenses of the related funds when paid or incurred.

Operating lease expenditures for Fiscal Years 2009 and 2008 were approximately $33.9 million and
$30.4 million, respectively, for the primary government, and approximately $27.9 million and
$33.5 million, respectively, for component units. The total future minimum lease payments for the State’s
operating leases for primary government for Fiscal Years 2009 and 2008 totaled approximately
$85.6 million (with annual payments scheduled through Fiscal Year 2060) and approximately
$88.6 million (with annual payments scheduled through Fiscal Year 2059), respectively. The total future
minimum lease payments for the State’s operating leases for component units for Fiscal Years 2009 and
2008 totaled approximately $258.2 million (with annual payments scheduled through Fiscal Year 2039)
and approximately $179.4 million (with annual payments scheduled through Fiscal Year 2033), respec-
tively.

For a detailed report and description of operating and capital leases see “APPENDIX A—BASIC FI-
NANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE
OF UTAH FOR FISCAL YEAR 2009—Notes to the Financial Statements, Note 9. Lease Commitments.”

State Guaranty Of General Obligation School Bonds

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

In the event an Eligible School Board is unable to make the scheduled debt service payments on its
Guarantied Bonds, the State is required to make such payments in a timely manner. For this purpose, the
State may use any of its available moneys, seek a short-term loan from the Permanent School Fund or
issue its short—term general obligation notes. The Eligible School Board remains liable to the State for
any such payments on Guarantied Bonds. The State may seek reimbursement for such payments (plus
interest and penalties) by intercepting State financial aid intended for the Eligible School Board. The Gua-
ranty Act also contains provisions to compel the Eligible School Board to levy a tax sufficient to reim-
burse the State for such payments.
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The State Superintendent of Schools (the “State Superintendent”) is responsible for monitoring the fi-
nancial condition of each local school board in the State and reporting, at least annually, his or her con-
clusions to the Governor, the Legislature and the State Treasurer. The State Superintendent must report
immediately to the Governor and the State Treasurer any circumstances suggesting that a local school
board will be unable to pay when due its debt service obligations (a “Report™) and recommend a course of
remedial action. As of the date of this OFFICIAL STATEMENT, the State has not been requested to
make payments on any Guarantied Bonds and has not received a Report from the State Superintendent.

During Fiscal Year 2011, the State will have approximately $2.6 billion principal amount outstand-
ing of Guarantied Bonds. Currently, the Guarantied Bond program’s annual principal and interest pay-
ments are scheduled through Fiscal Year 2030. The State cannot predict the amount of bonds that may be
guarantied in this year or in future years; no limitation is currently imposed by the Guaranty Act.

State Moral Obligation Bonds

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

The following State Moral Obligation Bonds are outstanding:

State Board of Regents. The State Board of Regents has approximately $1.38 billion of student
loan revenue bonds and approximately $8.5 million of other revenue bonds (for office space) out-
standing, all of which are State Moral Obligation Bonds. In addition, the State Board of Regents has
outstanding approximately $560.3 million of revenue bonds issued to finance capital projects at the
State’s institutions of higher education, approximately $485 million of which are State Moral Obliga-
tion Bonds.

Utah Communications Agency Network. The Utah Communications Agency Network (“UCAN”)
is a State agency created to regulate the use of the 800 mega—hertz emergency frequency in the State.
UCAN has approximately $4 million of refunding revenue bonds outstanding, all of which are State
Moral Obligation Bonds. Final maturity payment is scheduled for September 15, 2013. See “AP-
PENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY IN-
FORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009—Notes to the Financial
Statements, Note 15. Joint Venture.”

State of Utah Recapitalization Revenue Bonds. The State Bonding Commission has issued reve-
nue bonds in the outstanding principal amount of $65.8 million as described above under “Revenue
Bonds And Notes.”

As of the date of this OFFICIAL STATEMENT, the Governor has not received any certification with
respect to the State Moral Obligation Bonds.
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State Building Ownership Authority

The State Building Ownership Authority (the “Authority”) is empowered, among other things, to is-
sue its bonds (with the prior approval of the Legislature) to finance the acquisition and construction of
facilities to be leased to State agencies and their affiliated entities from rentals paid out of budget appropr-
iations or other available funds for the lessee agencies, which in the aggregate will be sufficient to pay the
principal of and interest on the Authority’s bonds and to maintain, operate and insure the facilities. The
Authority is comprised of three members: the Governor or designee, the State Treasurer and the Chair of
the State Building Board. The State Building Ownership Authority Act (Title 63B, Chapter 1, Part 3,
Utah Code) directs DFCM to construct and maintain any facilities acquired or constructed for the Author-

ity.

No Defaulted Authority Bonds Or Failures By State To Renew Lease. As of the date of this OFFI-
CIAL STATEMENT, the Authority has never failed to pay when due the principal of and interest on its
bonded indebtedness and other payment obligations related thereto. As of the date of this OFFICIAL
STATEMENT, the State has never failed to renew an annually renewable lease with the Authority.

Additional Information. For financial information regarding outstanding lease revenue bonds, statuto-
ry debt limits, lease revenue bonds debt service payments due in each Fiscal Year, payable by the Author-
ity, see “APPENDIX B—ADDITIONAL DEBT AND FINANCIAL INFORMATION REGARDING
THE STATE OF UTAH-State Building Ownership Authority.”

No Defaulted Bonds

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

(The remainder of this page has been intentionally left blank.)
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FINANCIAL INFORMATION REGARDING THE STATE OF UTAH
Generally

The following table summarizes the State’s revenues and expenditures for Fiscal Years 2009, 2008
and 2007:

Revenues and Expenditures for Fiscal Years 2009, 2008 and 2007
Analysis of Operations—General Fund and Major Special Revenue Funds (1)

(In Thousands)

Fiscal Year 2009 Fiscal Year 2008 Fiscal Year 2007
% Change % Change % Change
From From From

Amounts Prior Year Amounts Prior Year Amounts Prior Year

Revenues (1):

Federal revenues ..........ccccoeevevennen, $3,192,814 24% $2,570,047 4% $2,469,442 ()%
Individual and corporate income
1Y G ) J T 2,589,577  (13) 2,970,980 Q) 3,001,181 11
Sales and use tax (2)........cccveerverennns 1,757,483  (13) 2,031,239 4) 2,109,732 10
Motor/special fuel taxes.................. 337,529 (6) 357,664 2 366,446 6
Other taXxeS ....covvevvevierieeierieesieeas 322,767 Q) 325,513 4 313,149 0
Other ..o 1,111,653 6 1,049,465 6 990,665 11
Total oo $9,311,823 0% $9,304,908 1% $9,250,615 7%
EXpenditures.........ccooevveevevceiceienns $9,832,356 6% $9,259,205 12% $8,265,238 8%

(1) Includes revenues and expenditures for the General Fund and the Major Special Revenue Funds (Education
Fund, Uniform School Fund, Transportation Fund, and Transportation Investment Fund).

(2) Inthe 2007 and 2006 General Sessions of the Legislature, the Legislature decreased the sales and use tax rate on
unprepared foods; decreased the general sales and use tax rate and reformed the individual income tax system.
See “Recent Developments” and “State Tax System” below.

(Source: Division of Finance and the 2009 CAFR.)
Recent Developments

Major Funds. Most government services of the State are paid through one of its major governmental
funds. In Fiscal Year 2010, the State’s major governmental funds were the General Fund, Education
Fund, Transportation Fund, and Transportation Investment Fund.

Spending and Debt Limitations. The State has statutory appropriation and debt limits. The appropria-
tions limit adjusts annually pursuant to a statutory formula based on population and inflation. The defini-
tion of appropriations includes only appropriations from unrestricted General Fund and Education Fund
sources (spending for public education in addition to spending for transportation is exempt from the limi-
tation). For Fiscal Year 2010, the State was approximately $663.7 million below the statutory appropria-
tion limit, and for Fiscal Year 2011 it is more than $812.5 million below the limit. The statutory debt limit
is 45% of the maximum allowable appropriation limit. See “DEBT STRUCTURE OF THE STATE OF
UTAH—Legal Borrowing Authority” above.

Budget Management. The General Fund ended Fiscal Year 2010 with a preliminary $14.9 million
surplus. The Education Fund ended the year with a balanced budget by using $42.7 million, of the
$178.4 million designated and budgeted to be used for Fiscal Year 2011 to cover revenue shortfall that
occurred in Fiscal Year 2010.
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Budget Reserve Accounts. The State maintains a General Fund Budget Reserve Account in the Gener-
al Fund (the “Rainy Day Fund”) and an Education Budget Reserve Account in the Education Fund (the
“Education Reserve”). State law requires 25% of any General Fund revenue surplus be deposited in the
Rainy Day Fund and 25% of any Education Fund revenue surplus be deposited in the Education Reserve,
in each case up to the statutory limit. Unless such reserve funds are drawn upon for their respective pur-
poses, annual mandatory surplus transfers will be limited to the lesser of 25% of the applicable surplus or
the amount necessary to reach the applicable statutory limit.

Budgets adopted during the 2010 General Session used $209 million of the Budget Reserve Accounts.
Currently the balance in the Rainy Day Fund is approximately $105 million and the Education Reserve
balance is approximately $104.7 million.

2010 General Session. At the onset of the 2010 General Session, the State was facing a $177 million
budget shortfall for Fiscal Year 2010. This gap was addressed through $57 million in budget reductions,
$86 million in Rainy Day funds, and $34 million of other one-time sources including restricted and unal-
located funds. The February 2010 revenue forecast anticipates approximately $140 million in new ongo-
ing revenue in Fiscal Year 2011. This revenue, budget cuts and funding shifts of $75 million, new tobac-
co revenue (see “Tobacco Tax Revisions” below), and one-time sources that included $123 million in
Rainy Day funds and $103 million in the monies set aside for Public Education enrollment were used to
address the $482 million budget shortfall in Fiscal Year 2011

American Recovery and Reinvestment Act of 2009. The State has received approximately $1.6 billion
in federal economic stimulus funding authorized by ARRA. Major components of ARRA funding impact-
ing the State’s budget include: (a) approximately $250 million additional Medicaid (Federal Medicaid
Assistance Percentage increase); (b) $479.9 million of fiscal stabilization (consisting of $392.6 million for
education and $87.3 million general purpose); and (c) approximately $150 million for highways and
bridges. The remaining amount was allocated to a wide variety of State and local programs through for-
mulary funding and competitive grants. The receipt of these federal stimulus funds, other than the
$87.3 million for general purposes, were contingent on the ability of the State or local subdivisions to use
the funds for specific programs, and were not available for State discretionary purposes. The discretionary
funds were used for a number of State economic stimulus programs including the Home Run program,
which provided credits to home buyers purchasing newly constructed unoccupied homes.

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

Tobacco Tax Revisions. In the 2010 General Session the Tobacco Tax Revisions Act increased the tax
rate for the sale, use, storage, and distribution of cigarettes and other tobacco products. Effective Ju-
ly 1, 2010, the tax on a pack of cigarettes increased from $0.69 to $1.70. Revenues are expected to in-
crease by an estimated $44 million annually as a result of the changes.

Public Education. The Fiscal Year 2011 Public Education budget includes ongoing funding to replace
one-time State and federal funds of $293 million that supported the Fiscal Year 2010 budget. The
weighted pupil unit value (used in school funding) was maintained at $2,577 per student, to fund an esti-
mated student enrollment of 574,317 (including an expected 11,044 new students).
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Capital Expenditures. In the 2010 General Session, the Legislature appropriated $113 million one—
time General Fund for new buildings for higher education and the National Guard. An additional
$220 million in non-state funds was authorized for new buildings for higher education, Public Safety, and
the Division of Services for the Blind and Visually Impaired. The Legislature also authorized $46 million
in new general obligation bonds for the Utah Science Technology and Research (USTAR) buildings.

Education Jobs and Medicaid Assistance Act. The State anticipates that it will receive approximately
$100 million in funding for education and $60 million in enhanced Federal Medicaid Assistances Percen-
tages (“FMAP”) funding through the Education Jobs and Medicaid Assistance Act that was signed by
President Obama on August 11. Approximately $40 million of the enhanced FMAP funding may be spent
at the State’s discretion, the remaining funding goes directly to local governments.

Management’s Discussion And Analysis Of Financial Statements

The State prepared a narrative discussion, overview, and analysis of the financial activities of the State for
Fiscal Year 2009. For the complete discussion see “APPENDIX A—BASIC FINANCIAL STATEMENTS
AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE OF UTAH FOR FISCAL
YEAR 2009-Management’s Discussion and Analysis” (after the Independent State Auditor’s Report).

Five-Year Financial Summaries

The following summaries were extracted from the State’s audited financial statements for Fiscal
Years 2005 through 2009. The summaries have not been audited. The financial information presented in the
summaries is presented on a fund statement basis and not on a government-wide statement basis.

Five—year historical summaries have been prepared for the Combined Balance Sheet—All Governmental
Fund Types Only; Statement of Revenues, Expenditures and Changes in Fund Balance—General Fund; and
Statement of Revenues, Expenditures and Changes in Fund Balance—Major Special Revenue Funds.

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

For additional five-year financial summary information see “APPENDIX B—ADDITIONAL DEBT

AND FINANCIAL INFORMATION REGARDING THE STATE OF UTAH-Additional Historical Financial
Information Of The State.”

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

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

As of June 30 (in thousands)

2009 2008 2007 2006 2005
Assets:
Cash and cash equivalents.......................... $1,052,272 $ 1,540,923 $ 1,811,006 $ 1,259,084 $ 932,620
Receivables:
Accrued taxes, Net.......c.oovvvviviiiiniineinnns 753,290 833,731 1,191,060 929,421 693,516
ACCOUNES, NBL.....ovi i e, 734,385 571,498 533,245 473,961 464,291
Notes / mortgages, net..........cccoevvvvnennnn. 11,073 10,078 12,920 30,471 13,265
Accrued interest............ooviiiiiiiii i, 55 80 77 135 123
INVESIMENES. ... 1,070,235 950,549 746,104 769,088 521,982
Due from other funds...........cocovevviiiininnn, 61,138 50,038 90,336 30,214 23,700
Interfund loans receivable.............cccocvvven .. 34,933 39,005 33,905 28,111 32,533
Due from component units...............c.couveeens 28,829 35,802 42,177 26,784 26,179
INVENTOIIES. .. e e e e 13,324 11,899 12,776 11,557 11,473
Other assetS.......oveee i e, 21 - - - -
Total asSetS....covvvviieieiie e $ 3,759,555 $4,043,603 $4,473,606 $ 3,558,826 $2,719,682
Liabilities and fund balances:
Liabilities:
Accounts payable and accrued liabilities...... $ 812,554 $ 768,618 $ 721,060 $ 598,382 $ 589,716
Deferred revenue..........ccovvveviviinninnnnn, 451,121 433,196 614,529 502,036 319,938
Due to other funds.............ccocoivii v, 83,512 71,019 99,670 35,704 28,151
Due to component Units.............oovvvvnennen 3,427 19 448 440 1,503
Total liabilities.............ccceeeveennnnn. 1,350,614 1,272,852 1,435,707 1,136,562 939,308
Fund balances:
Reserved.......coooveii 1,282,127 1,323,820 986,326 836,056 716,255
Unreserved designated..............coovvevnnnns 880,157 1,134,438 1,628,919 1,199,334 681,751
Unreserved undesignated.................cc..ue. 246,657 312,493 422,654 386,874 382,368
Total fund balances......................... 2,408,941 2,770,751 3,037,899 2,422,264 1,780,374
Total liabilities and fund balances........ $ 3,759,555 $4,043,603 $4,473,606 $ 3,558,826 $2,719,682

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

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

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

(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

2009 2008 2007 2006 2005
Revenues:
Taxes:
Salesand use tax (1).......coovevevveivevennnnn... $ 1,487,652 $ 1,710,564 $ 1,860,703 $ 1,820,992 $ 1,664,352
Other taXeS. .. vvv vt e 280,934 283,852 274,563 271,178 234,710
Total tAXES. .. vvvieie e e e 1,768,586 1,994,416 2,135,266 2,092,170 1,899,062
Other revenues:
Federal contracts and grants....................... 2,272,215 1,892,116 1,818,571 1,859,583 1,776,555
Charges for Services..........coovvvivieniieiiinnnns 293,753 299,819 267,479 256,025 238,181
Federal mineral lease............coovvvvevineninnnn. 172,642 134,404 145,985 156,851 82,704
INVesStMeNnt INCOME.......c.ovvvvveiie e i iiieiaens 29,993 75,647 94,448 47,027 16,483
Licenses, permits and fees................c.coe.e. 23,018 20,633 20,479 18,725 17,866
Miscellaneous and other.................coevveee. 202,666 158,883 166,471 164,890 148,015
Total FEVENUES......cveeeeeieiiieie e 4,762,873 4,575,918 4,648,699 4,595,271 4,178,866
Expenditures:
Current:
Health and environmental quality................. 1,806,126 1,643,269 1,615,690 1,629,909 1,456,282
Higher education—colleges and universities..... 746,846 773,107 693,082 665,855 626,026
Human services and youth corrections........... 696,787 674,389 623,689 590,727 575,046
Employment and family services................. 519,282 432,032 405,902 412,855 415,892
General government.............ccoeeveieeinannn 283,138 286,274 242,845 200,631 161,728
Corrections, adult.............coooviiiiiiiiienns 252,886 247,376 225,548 203,419 193,442
Public safety........coovviiii i 209,961 191,483 170,306 177,201 161,350
Natural reSOUICES. .. ..o v ieieeee e, 173,138 171,738 166,533 136,059 120,398
(0701 £ PP 127,442 128,148 118,326 111,541 106,128
Community and culture...............coeeennnne. 135,062 127,225 105,051 82,627 86,335
Business, labor, and agriculture................... 92,430 87,601 81,643 79,138 74,919
Higher education-state administration........... 60,224 64,587 49,064 43,505 39,121
Total expenditures..........coveveveevneninnnn. 5,103,322 4,827,229 4,497,679 4,333,467 4,016,667
Excess revenues over (under) expenditures............. (340,449) (251,311) 151,020 261,804 162,199
Other financing sources (uses):
Transfers iN.....oeeiei e e 587,138 908,222 649,271 323,689 294,313
Transfers OUt.......oovvv it e e, (491,877) (873,826) (589,855) (370,336) (288,486)
Capital leases acquisition................cceeeieenns 2,010 2,131 - - -
Sale of capital assets..........oevvviveiiiiiiiie s 11,001 80 — — —
Total other financing sources (uses)........... 108,272 36,607 59,416 (46,647) 5,827
Net change in fund balances...................cooee e, (232,177) (214,704) 210,436 215,157 168,026
Beginning fund balance................cocooii i 864,868 1,079,572 869,136 653,979 485,953
Ending fund balances............ccocoe i, $ 632,691 $ 864,868 $ 1,079,572 $ 869,136 $ 653,979

(1) The large decrease in Fiscal Year 2008 was from $90 million of general sales and use tax collections being transferred from the
General Fund into the Critical Highway Needs Fund, an account within the Transportation Fund (a Major Special Revenue Fund) as
directed by the 2007 Legislature.

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

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

(This summary is unaudited)

Fiscal Year Ended June 30 (in thousands)

2009 2008 2007 2006 2005
Revenues:
Taxes:
Individual income tax................cc.coveel. $ 2,340,400 $ 2,560,394 $ 2,589,252 $ 2,324,365 $ 1,946,593
Corporate taXx......ovueevesieeiiieeiie e 249,177 410,586 411,929 379,624 209,304
Motor and special fuels tax..................... 337,529 357,664 366,446 344,902 336,417
Sales and use taX (2).....ovveeeiiieiiiieiiins 269,831 320,675 249,029 94,608 35,284
Other taxes.......ovvvv v i i 41,833 41,661 38,586 40,796 36,554
Total taXes......ceoveeiie e e 3,238,770 3,690,980 3,655,242 3,184,295 2,564,152
Other revenues:
Federal contracts and grants.................... 920,599 677,931 650,871 641,447 586,248
Licenses, permits and fees...................... 105,194 101,249 99,870 94,959 90,040
Charges for Services..........cooveveiiieieninnns 71,489 70,715 56,592 50,857 26,975
Federal aeronautics..........cooevvvviiivinnennn.. 34,141 68,193 44,074 37,521 34,416
Investment iNCOMe........coevvvviieiineennnns. 43,451 49,281 41,156 31,222 22,235
Miscellaneous and other...........cccovevneenn 135,306 70,641 54,111 38,169 17,318
Total other revenues.......................... 1,310,180 1,038,010 946,674 894,175 777,232
Total revenues.........ccooevvveiiieininnns.n. 4,548,950 4,728,990 4,601,916 4,078,470 3,341,384
Expenditures:
Current:
Public education...............co.cciiiii. 3,034,678 2,960,523 2,547,075 2,322,801 2,168,798
Transportation..........c.veveeveiievenine e, 1,694,356 1,471,453 1,220,484 975,432 831,737
Total expenditures..........ccooeeeeneeennn. .. 4,729,034 4,431,976 3,767,559 3,298,233 3,000,535
Excess revenues over (under) expenditures......... (180,084) 297,014 834,357 780,237 340,849
Other financing sources (uses):
Transfersin.......cooooviii i 2,549,946 3,072,875 2,612,415 286,496 185,731
General obligation bonds issued................... 394,360 68,995 - - 47,050
Sale of capital assets..........cccveveieviiieienann . 6,157 8,058 6,747 - -
Premium on bonds issued...............coeeivnenns 33,557 1,088 - - 2,950
Transfers out.......coooeiiiiiiii e, (2,919,863) (3,625,959) (3,074,734) (567,290) (535,939)
Total other financing sources (uses)........ 64,157 (474,943) (455,572) (280,794) (300,208)
Net changes in fund balances......................... (115,927) (177,929) 378,785 499,443 40,641
Beginning fund balance......................... 1,497,292 1,675,221 1,296,436 796,993 757,418
Adjustments to beginning fund balance (3)...... - - - - (1,066)
Beginning fund balance as adjusted.................. 1,497,292 1,675,221 1,296,436 796,993 756,352
Ending fund balances..............cccooii e, $ 1,381,365 $ 1,497,292 $ 1,675,221 $ 1,296,436 $ 796,993

(1) The major special revenue funds include the Education Fund, Uniform School Fund, Transportation Fund, and Transportation
Investment Fund.

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

(3) Due primarily to changes in accounting standards.

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

For a description of the security for the Bonds and the procedure by which taxes are abated to the ex-
tent that moneys are available from other sources sufficient to pay principal of and interest on the Bonds,
see the caption “THE BONDS—Security For The Bonds” above.

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

Property Tax Act. The State Constitution and Title 59, Chapter 2, Utah Code (the “Property Tax Act”)
provide that all taxable property is assessed and taxed at a uniform and equal rate on the basis of 100% of
its “fair market value” as of January 1 of each year, unless otherwise provided by law. Section 3(2)(a)(iv)
of Article XIII of the State Constitution provides that the Legislature may exempt from property tax up to
45% of the “fair market value” of residential property. The Legislature has enacted legislation that reduc-
es the “fair market value” of primary residential property by 45%. No more than one acre of land per resi-
dential unit may qualify for the residential exemption.

The Property Tax Act provides that the State Tax Commission assesses certain types of property
(“Centrally—Assessed Property™). All other taxable property (“Locally—Assessed Property”) is assessed by
the county assessor of the county in which such Locally—Assessed Property is located. The Property Tax
Act also establishes certain deadlines, procedures and requirements for, among other things, the assessing
of Centrally—Assessed Property and the challenging by property owners of such assessments. Once the
required information is provided to the various county treasurers, they mail all property owners a tax no-
tice that specifies the aggregate amount of taxes to be paid for State, county, city, town, school and other
purposes.

The following tables reflect the effect of the current 45% reduction from Fair Market Value for as-
sessment of ad valorem property tax. The tables also show the Centrally—Assessed Property compared
with the Locally—Assessed Property.

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

% Change % Change

Tax Taxable Over Fair Market Over

Year Value (1) Prior Year Value (2) Prior Year
0N (0N () ST $197,298,123,847 (1.6)% $272,845,247,355 (2.4)%
2009 ..o 200,432,557,803 (5.4) 279,470,018,301 (6.5)
2008 ... 211,905,170,511 121 298,740,951,422 10.9
2007 .ooeiieeeeeea 189,087,689,610 22.3 269,489,922,952 23.1
2006 ....ooviieeieene 154,663,248,988 16.8 218,864,053,927 17.1
2005 ..o 132,372,801,410 7.4 186,836,223,701 8.0

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

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

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

(Source: Property Tax Division, State Tax Commission.)
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Set by State Tax Commission
(Centrally Assessed)

Natural resources.................

Utilities..............

Total centrally assessed

Set by County Assessor
(Locally Assessed)

Real property:

Primary residential............
Commercial......................

Other real...........

Total real property...........

Personal property:

Total personal property.......
Total locally assessed.......

Total taxable value..........

Historical Summaries Of Taxable VValues Of Property

Calendar Year

2009 2008 2007 2006 2005 2004
Taxable % of Taxable % of Taxable % of Taxable % of Taxable % of Taxable % of
Value Total Value Total Value Total Value Total Value Total Value Total
$ 7,979,377,781 40% $ 8,601,102,256 41% $ 6,858,057,725 36% $ 6,219,779,718 40% $ 4,898,371,950 37% $ 4,211,778,705 34 %
10,141,150,495 5.1 10,427,402,597 4.9 9,943,565,300 5.3 9,552,461,539 6.2 9,293,092,255 7.0 9,509,472,931 7.7
18,120,528,276 9.0 19,028,504,853 9.0 16,801,623,025 8.9 15,772,241,257 10.2 14,191,464,205 10.7 13,721,251,636 11.1
96,392,005,655 48.1 105,930,854,172 50.0 98,069,970,843 519 78,264,051,562 50.6 66,358,371,700 50.1 60,635,462,669 49.2
42,092,546,088 21.0 43,621,013,421 20.6 38,267,427,307 20.2 32,588,392,214 21.1 28,604,861,843 21.6 25,204,539,225 20.5
30,741,370,840 15.3 31,011,606,439 14.6 25,974,054,552 13.7 19,383,478,151 12.5 14,895,471,950 11.3 15,622,104,219 12.7
169,225,922,583 84.4 180,563,474,032 85.2 162,311,452,702 85.8 130,235,921,927 84.2 109,858,705,493 83.0 101,462,106,113 82.3
13,086,106,944 6.5 12,313,191,626 5.8 9,974,613,883 5.3 8,655,085,804 5.6 8,322,631,712 6.3 8,027,014,353 6.5
182,312,029,527 91.0 192,876,665,658 91.0 172,286,066,585 91.1 138,891,007,731 89.8 118,181,337,205 89.3 109,489,120,466 88.9
$200,432,557,803 100.0 % $211,905,170,511 100.0 % $189,087,689,610 100.0 % $154,663,248,988  100.0 % $132,372,801,410 100.0 % $123,210,372,102 100.0 %

(Source: Property Tax Division, State Tax Commission.)
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Minimum Basic Tax Levy for School Districts. The State Tax Commission determines for each school
district in the State the amount to be raised by the minimum basic tax levied by the school district as its
contribution toward the cost of the Basic State—-Supported School Program (the “Basic Program”), as re-
quired by the Minimum School Program Act. If the levy raises an amount in excess of the total Basic
Program for a school district, the excess amount is remitted by the school district to the State Board of
Education to be credited to the Uniform School Fund to support the Basic Program. If the levy raises an
amount less than the total Basic Program for a school district, then the difference is computed. This dif-
ference is apportioned from the Uniform School Fund to such school district as the contribution of the
State to the Basic Program.

The State mandates that each school district levy a minimum basic tax rate per dollar of taxable value,
which changes annually, in order to qualify for receipt of the State contribution toward the Basic Pro-
gram.

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

Property Tax Valuation Agency Fund. The State created the Property Tax Valuation Agency Fund
(the “PTVAF”), to be funded by a multicounty assessing and collecting levy to promote the accurate val-
uation of property, the establishment and maintenance of uniform assessment levels within and among
counties, and the efficient administration of the property tax system, including the costs of assessment,
collection and distribution of property taxes. Money is disbursed from the PTVAF to each county based
on statutory qualification and requirements.

The Legislature is required to authorize a multicounty assessing and collecting levy to fund the
PTVAF that may not exceed (unless it provides public notice thereof) the certified revenue levy.

Budgetary Procedures

Budgetary Procedures Act. The Budgetary Procedures Act, Title 63J, Chapter 1, Utah Code (the
“Budget Act”) establishes the process through which the State budget is prepared by the Governor and
prescribes all information to be included in the Governor’s budget. The total appropriations requested for
expenditures authorized by the budget must not exceed the estimated revenues from taxes, fees and all
other sources for the next ensuing fiscal year.

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

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

Budgetary Controls. The Director of the Division of Finance is required to exercise accounting con-
trol over all State departments, institutions and agencies other than the Legislature and legislative com-
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mittees. The Director of the Division of Finance must require the head of each department to submit a
work program (budget) for the ensuing fiscal year. The aggregate of such work programs must not exceed
the total appropriations or other funds from any source whatsoever made available to each department for
the fiscal year in question.

State Funds And Accounting

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

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

Fund reporting in the financial statements for governmental funds focuses on major funds as defined
by GAAP. The State reports the following major governmental funds: the General Fund, the Education
Fund, the Uniform School Fund, the Transportation Fund and the Transportation Investment Fund.

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

For further information on State funds and accounting, including a description of each of the major
governmental funds, see “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED
SUPPLEMENTARY INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009—Notes
to the Financial Statements—Note 1. Summary of Significant Accounting Policies.”

State Tax System

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

The State also receives revenues from unemployment compensation taxes.

The State also has authority to levy and collect ad valorem property taxes, but has not done so since
1974. See “Property Tax Matters” above.

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

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

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

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

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

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

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

For additional information regarding recent tax collection results and forecasts for 2010 tax collec-
tions, see “APPENDIX C—DEMOGRAPHIC AND ECONOMIC INFORMATION REGARDING THE
STATE OF UTAH-Tax Collections.”

State Revenues

The State receives revenues from three principal sources: taxes, including sales and use, individual
income, business, motor and special fuel, and other miscellaneous taxes; federal grants—in—aid; and mis-
cellaneous charges and receipts, including licenses, permits and fees, the State’s share of mineral royal-
ties, bonuses on federal land, and other miscellaneous revenues. Revenues received in the governmental
fund types (excluding the Trust Lands permanent fund) are as follows:
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Fiscal Year Ended June 30 (in thousands)

% % % % %
2009 @ 2008 @ 2007 @ 2006 @ 2005 @
TaXeS woeveeveeeveeens $5,043,043 53% $5,693,425 60% $5,797,563 62% $5,281,485 60% $4,467,665 59%
Federal contracts
and grants........... 3,207,110 34 2,574,585 27 2,480,016 26 2,524,022 29 2,366,786 31
All other misc.
FeVenues.............. 1,181,846 13 1,227,345 1 1,084,752 12 972,222 11 792,830 10

Total all funds.... $9,431,999 100% $9,495,355 100% $9,362,331 100% $8,777.729 100% $7.627,281 100%

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

Revenue Summary. For Fiscal Year 2009, General Fund revenues from all sources totaled approx-
imately $4.8 billion. Of this amount, 48% came from federal contracts and grants; 31% came from sales
taxes; 9% came from federal mineral lease, investment income and miscellaneous and other revenues; 6%
came from charges for services and licenses, permits and fees; and 6% came from other tax sources.

In the Education Fund for Fiscal Year 2009, revenues from all sources totaled approximately
$2.6 billion. Of this amount, 90% came from individual income taxes and 10% came from business taxes.

In the Uniform School Fund for Fiscal Year 2009, revenues from all sources totaled approximately
$686.3 million. Of this amount, 87% came from federal contracts and grants; 8% came from other miscel-
laneous revenue sources; and 5% came from investment income, charges for services and licenses, per-
mits and fees.

In the Transportation Fund for Fiscal Year 2009, revenues from all sources totaled approximately
$1.09 billion. Of this amount, 31% came from motor and special fuel taxes; 30% came from federal con-
tracts and grants; 26% came from other miscellaneous unrestricted taxes and fees; and 13% came from
charges for services and licenses, permits, and fees.

In the Transportation Investment Fund for Fiscal Year 2009, revenues from all sources totaled
$175.8 million. Of this amount, 86% came from sales tax revenue; 13% came from motor vehicle regis-
tration fees; and 1% came from federal contracts and grants.

Additional Information. For information regarding historical financial summaries of the State’s All
Governmental Fund Types (Revenues by Source; Expenditures by Function; Changes in all Governmen-
tal Fund types; and Fund Balances) and General Fund (Revenues, Expenditures and Fund Balances), see
“APPENDIX B—ADDITIONAL DEBT AND FINANCIAL INFORMATION REGARDING THE
STATE OF UTAH-Additional Historical Financial Information Of The State.”

Capital Expenditure Authorizations

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

Fiscal Year Ended June 30
2010 2009 2008 2007 2006

$3,388.1 (1) $1,538.2 $3,033.4 (2) $1,286.9 $703.1

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

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

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

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

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

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

See “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY
INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009-Notes To The Financial
Statements—Note 3. Deposits and Investments” and “~Note 4. Investment Pool.”

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

Employee Workforce and Retirement System; Postemployment Benefits

Employee Workforce and Retirement System. The State is the largest employer in the State employing
over 21,600 people (full-time equivalents) in Fiscal Year 2010. All full-time employees of the State are
members of the Utah State Retirement System. For a discussion concerning the Utah State Retirement
System see “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMEN-
TARY INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009—Notes to the Financial
Statements—Note 16. Pension Plans.”

Postemployment Benefits. At the option of individual state agencies, employees may participate in the
State’s Other Postemployment Benefit Plan (“OPEB Plan”), a single—employer defined benefit healthcare
plan. The State administers the OPEB Plan through the State Post-Retirement Benefits Trust Fund, an
irrevocable trust fund, created in April 2007. Plan assets of the State Post—Retirement Benefits Trust Fund
are irrevocable and legally protected from creditors and dedicated to providing postemployment health
and life insurance coverage to current and eligible future state retirees in accordance with the terms of the
plan. Only state employees entitled to receive retirement benefits and hired prior to January 1, 2006, are
eligible to receive postemployment health and life insurance benefits from the OPEB Plan.
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The Legislature currently plans to continue contributing amounts to the OPEB Plan sufficient to fully
fund the annual required contribution (“ARC”), a rate actuarially determined in accordance with the pa-
rameters of Governmental Accounting Standards Board Statement 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal costs each year and amortize any
unfunded actuarial liabilities (or funding excess) over a period not to exceed 30 years. The ARC of
$43.8 million (from the December 31, 2008 actuarial valuation and used to establish the annual budget for
Fiscal Year 2010) is 4.9% of annual covered payroll. The actuarial accrued liability for benefits was ap-
proximately $446.6 million, with an actuarial value of plan assets of approximately $53.9 million, result-
ing in an unfunded actuarial accrued liability of approximately $392.8 million (the State’s actuarial ac-
crued liability is calculated biannually). The State contributed $53.5 million and $43.8 million to the
OPEB Plan in Fiscal Years 2009 and 2010, respectively.

For additional discussion of the State’s postemployment benefits see “APPENDIX A—BASIC FI-
NANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE
OF UTAH FOR FISCAL YEAR 2009—Notes to the Financial Statements—Note 17. Other Postem-
ployment Benefits.”

Risk Management And Insurance

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

The property self-insurance limits are currently $1 million per claim with an annual aggregate of
$3.5 million. Generally, claims in excess of the self-insured limits are covered by insurance policies with
private insurance companies. This coverage has limits of $700 million at any single building. The State
has aggregate coverage of $500 million for earthquake and $500 million for flood losses.

As of June 30, 2009, the Administrative Services Risk Management Fund contained $43.65 million in
reserve available to pay for claims incurred. In the opinion of the State’s Risk Manager, the available bal-
ance will be adequate to cover claims through Fiscal Year 2010. See “APPENDIX A—BASIC FINAN-
CIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION OF THE STATE OF
UTAH FOR FISCAL YEAR 2009—Notes to the Financial Statements—Note 14. Litigation, Contingen-
cies and Commitments” and “—Note 18. Risk Management And Insurance.”

LEGAL MATTERS
Absence Of Litigation Concerning The Bonds

There is no litigation pending or threatened against the Bonds questioning or in any matter relating to
or affecting the validity of the Bonds.

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

A non-litigation opinion issued by the State’s Attorney General, dated the date of closing, will be

provided stating, among other things, that there is not now pending, or to his knowledge threatened, any
action, suit, proceeding, inquiry, or any other litigation or investigation, at law or in equity, before or by

31



any court, public board or body, challenging the creation, organization or existence of the State, or the
titles of its respective officers to their respective offices, or the ability of the State, or its respective offic-
ers to authenticate, execute or deliver the Bonds or such other documents as may be required in connec-
tion with the issuance and sale of the Bonds, or to comply therewith or perform its respective obligations
thereunder, or seeking to restrain or enjoin the issuance, sale or delivery of the Bonds, or directly or indi-
rectly contesting or affecting the proceedings or the authority by which the Bonds are issued, the legality
of the purposes for which the Bonds are issued, or the validity of the Bonds or the issuance and sale the-
reof.

Miscellaneous Legal Matters

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

See “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY
INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009—Notes to the Financial
Statements—Note 14. Litigation, Contingencies, and Commitments.”

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

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

Federal Income Tax Matters

Federal tax law contains a number of requirements and restrictions which apply to the Bonds, includ-
ing investment restrictions, periodic payments of arbitrage profits to the United States, requirements re-
garding the proper use of bond proceeds and the facilities financed therewith, and certain other matters.
The State has covenanted to comply with all requirements that must be satisfied in order for the interest
on the Bonds to be excludable from gross income for federal income tax purposes. Failure to comply with
certain of such covenants could cause interest on the Bonds to become includable in gross income for
federal income tax purposes retroactively to the date of issuance of the Bonds.

Subject to the State’s compliance with the above—referenced covenants, under present law, in the opi-
nion of Bond Counsel, interest on the Bonds (a) is excludable from the gross income of the owners the-
reof for federal income tax purposes and (b) is not included as an item of tax preference in computing the
federal alternative minimum tax for individuals and corporations, but Bond Counsel expresses no opinion
as to whether interest on the Bonds is taken into account in computing adjusted current earnings, which is
used in determining the federal alternative minimum tax for certain corporations.

In rendering its opinion, Bond Counsel will rely upon certifications of the State with respect to certain
material facts within the State’s knowledge and, upon the mathematical computation of the yield on the
Bonds and the yield on certain investments by Grant Thornton LLP, Minneapolis, Minnesota, Certified
Public Accountants. Bond Counsel’s opinion represents its legal judgment based upon its review of the
law and the facts that it deems relevant to render such opinion and is not a guarantee of a result.

Ownership of the Bonds may result in collateral federal income tax consequences to certain taxpay-
ers, including, without limitation, corporations subject to the branch profits tax, financial institutions, cer-
tain insurance companies, certain S corporations, individual recipients of Social Security or Railroad Re-
tirement benefits and taxpayers who may be deemed to have incurred (or continue) indebtedness to pur-
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chase or carry tax—exempt obligations. Prospective purchasers of the Bonds should consult their tax advi-
sors as to applicability of any such collateral consequences.

The issue price (the “Issue Price”) for each maturity of the Bonds is the price at which a substantial
amount of such maturity of is first sold to the public. The Issue Price of a maturity of the Bonds may be
different from the price set forth, or the price corresponding to the yield set forth, on the inside cover page
hereof.

Owners of Bonds who dispose of such Bonds prior to the stated maturity (whether by sale, redemp-
tion or otherwise), purchase Bonds in the initial public offering, but at a price different from the lIssue
Price or purchase Bonds subsequent to the initial public offering should consult their own tax advisors.

If a Bond is purchased at any time for a price that is less than the Bond’s stated redemption price at
maturity, the purchaser will be treated as having purchased a Bond with market discount subject to the
market discount rules of the Internal Revenue Code of 1986, as amended (the “Code”) (unless a statutory
de minimis rule applies). Accrued market discount is treated as taxable ordinary income and is recognized
when a Bond is disposed of (to the extent such accrued discount does not exceed gain realized) or, at the
purchaser’s election, as it accrues. The applicability of the market discount rules may adversely affect the
liquidity or secondary market price of such Bond. Purchasers should consult their own tax advisors re-
garding the potential implications of market discount with respect to the Bonds.

An investor may purchase a Bond at a price in excess of its stated principal amount. Such excess is
characterized for federal income tax purposes as “bond premium” and must be amortized by an investor
on a constant yield basis over the remaining term of the Bond in a manner that takes into account poten-
tial call dates and call prices. An investor cannot deduct amortized bond premium relating to a tax—
exempt bond. The amortized bond premium is treated as a reduction in the tax—exempt interest received.
As bond premium is amortized, it reduces the investor’s basis in the Bond. Investors who purchase a
Bond at a premium should consult their own tax advisors regarding the amortization of bond premium
and its effect on the Bond’s basis for purposes of computing gain or loss in connection with the sale, ex-
change, redemption or early retirement of the Bond.

There are or may be pending in the Congress of the United States legislative proposals, including
some that carry retroactive effective dates, that, if enacted, could alter or amend the federal tax matters
referred to above or affect the market value of the Bonds. It cannot be predicted whether or in what form
any such proposal might be enacted or whether, if enacted, it would apply to bonds issued prior to enact-
ment. Prospective purchasers of the Bonds should consult their own tax advisors regarding any pending
or proposed federal tax legislation. Bond Counsel expresses no opinion regarding any pending or pro-
posed federal tax legislation.

The Internal Revenue Service (the “Service”) has an ongoing program of auditing tax—exempt obliga-
tions to determine whether, in the view of the Service, interest on such tax—exempt obligations is includi-
ble in the gross income of the owners thereof for federal income tax purposes. It cannot be predicted
whether or not the Service will commence an audit of the Bonds. If an audit is commenced, under current
procedures the Service may treat the State as a taxpayer and the Bondholders may have no right to partic-
ipate in such procedure. The commencement of an audit could adversely affect the market value and li-
quidity of the Bonds until the audit is concluded, regardless of the ultimate outcome.

Payments of interest on, and proceeds of the sale, redemption or maturity of, tax—exempt obligations,
including the Bonds, are in certain cases required to be reported to the Service. Additionally, backup
withholding may apply to any such payments to any Bond owner who fails to provide an accurate
Form W-9 Request for Taxpayer Identification Number and Certification, or a substantially identical
form, or to any Bond owner who is notified by the Service of a failure to report any interest or dividends
required to be shown on federal income tax returns. The reporting and backup withholding requirements
do not affect the excludability of such interest from gross income for federal tax purposes.
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Bond Counsel expresses no opinion as to the treatment of interest expense for financial institutions
owning the Bonds for purposes of Section 265(b)(7) of the Code relating to interest expense deductibility
for financial institutions. The treatment of interest expense for financial institutions owning such Bonds
may be less favorable than the treatment provided to owners of tax—exempt bonds treated as issued in
2009 or 2010. Financial institutions should consult their tax advisors concerning such treatment.

State Of Utah Income Taxation

In the opinion of Bond Counsel, under the existing laws of the State, as presently enacted and con-
strued, interest on the Bonds is exempt from taxes imposed by the Utah Individual Income Tax Act. Bond
Counsel expresses no opinion with respect to any other taxes imposed by the State or any political subdi-
vision thereof. Ownership of the Bonds may result in other state and local tax consequences to certain
taxpayers. Bond Counsel expresses no opinion regarding any such collateral consequences arising with
respect to the Bonds. Prospective purchasers of the Bonds should consult their tax advisors regarding the
applicability of any such state and local taxes.

General

The approving opinion of Chapman and Cutler LLP, Bond Counsel to the State, concerning the va-
lidity of the Bonds, in substantially the form set out in APPENDIX D to this OFFICIAL STATEMENT,
will be provided at the time of delivery of the Bonds. Copies of the opinion of Bond Counsel will be
available upon request from the chief contact person for the State indicated under the heading “INTRO-
DUCTION—Contact Persons” above.

Bond Counsel has reviewed those portions of the OFFICIAL STATEMENT captioned: “THE
BONDS” (except the portions under the captions “—Estimated Sources And Uses Of Funds,”
“—Security For The Bonds” (last paragraph), “—Book—Entry System,” and “—Debt Service On The
Bonds”), and “LEGAL MATTERS—Federal Income Tax Matters” and “—State of Utah Income Taxa-
tion.” Bond Counsel also prepared and has reviewed APPENDIX D to the OFFICIAL STATEMENT,
which sets forth the anticipated form of Bond Counsel’s opinion on the Bonds. Bond Counsel has not as-
sumed responsibility for the remaining material in the OFFICIAL STATEMENT and has not verified in-
dependently the information set out therein. In addition, Bond Counsel has not assumed responsibility for
any agreement, representations, offering circulars, or other material of any kind not mentioned in this pa-
ragraph, relating to the offering of the Bonds for sale.

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

MISCELLANEOUS
Bond Ratings

Fitch, Moody’s and S&P have rated the Bonds “AAA,” “Aaa,” and “AAA,” respectively, as of the
date of this OFFICIAL STATEMENT.

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

Grant Thornton LLP, Minneapolis, Minnesota, Certified Public Accountants, will verify the accuracy
of the mathematical computations concerning the adequacy of the maturing principal amounts of and in-
terest earned on the obligations of the United States of America, together with other escrowed moneys to
be placed in the Escrow Account to pay when due pursuant to prior redemption the redemption price of,
and interest on, the refunded general obligation bonds and the mathematical computations of the yield on
the Bonds and the yield on the government obligations purchased with a portion of the proceeds of the
sale of the Bonds. Such verifications shall be based in part upon information supplied by the Underwri-
ters.

Financial Advisor

The State has entered into an agreement with the Financial Advisor whereunder the Financial Advisor
provides financial recommendations and guidance to the State with respect to preparation for sale of the
Bonds, timing of sale, tax—exempt bond market conditions, costs of issuance and other factors relating to
the sale of the Bonds. The Financial Advisor has read, participated in the drafting of and provided the in-
formation in certain provisions of this OFFICIAL STATEMENT. The Financial Advisor has not other-
wise audited, authenticated or verified the information set forth in the OFFICIAL STATEMENT, or any
other related information available to the State, with respect to accuracy and completeness of disclosure
of such information, and no guaranty, warranty or other representation is made by the Financial Advisor
respecting accuracy and completeness of the OFFICIAL STATEMENT or any other matters related to the
OFFICIAL STATEMENT. Financial Advisor fees are contingent upon the sale and delivery of the
Bonds.

Underwriters

J.P. Morgan Securities LLC and Goldman, Sachs & Co., as representatives of the Underwriters have
agreed, subject to certain conditions, to purchase all of the Bonds from the State at an aggregate price of
$206,919,630.23 (which consists of a principal amount of $172,055,000.00; plus original issue premium
of $35,536,662.95; less an Underwriter’s discount of $672,032.72) and to make a public offering of the
Bonds.

The Underwriters have advised the State that the Bonds may be offered and sold to certain dealers
(including dealers depositing the Bonds into investment trusts) at prices lower than the initial public offer-
ing prices set forth on the cover page of the OFFICIAL STATEMENT and that such public offering pric-
es may be changed from time to time.

The Underwriters have reviewed the information in this OFFICIAL STATEMENT in accordance
with, and as a part of, their responsibilities to investors under the federal securities laws as applied to
the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or
completeness of such information.

J.P. Morgan Securities LLC, an underwriter of the Bonds, has entered into negotiated dealer agree-
ments (each, a “Dealer Agreement”) with each of UBS Financial Services Inc. (“UBSFS”) and Charles
Schwab & Co., Inc. (“CS&Co.”) for the retail distribution of certain securities offerings at the original
issue prices. Pursuant to each Dealer Agreement, each of UBSFS and CS& Co. will purchase Bonds from
J.P. Morgan Securities LLC at the original issue price less a negotiated portion of the selling concession
applicable to any Bonds that such firm sells.

Goldman, Sachs & Co. (“Goldman Sachs”), an underwriter of the Bonds, has entered into a master
dealer agreement (the “Master Dealer Agreement”) with Incapital LLC (*Incapital”) for the distribution
of certain municipal securities offerings, including the Bonds, to Incapital’s retail distribution network at
the initial public offering prices. Pursuant to the Master Dealer Agreement, Incapital will purchase Bonds
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from Goldman Sachs at the initial public offering price less a negotiated portion of the selling concession
applicable to any Bonds that Incapital sells.

Morgan Stanley, parent company of Morgan Stanley & Co. Incorporated, an underwriter of the
Bonds, has entered into a retail brokerage joint venture with Citigroup Inc. As part of the joint venture,
Morgan Stanley & Co. Incorporated will distribute municipal securities to retail investors through the fi-
nancial advisor network of a new broker—dealer, Morgan Stanley Smith Barney LLC. This distribution
arrangement became effective on June 1, 2009. As part of this arrangement, Morgan Stanley & Co. Incor-
porated will compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect to the
Bonds.

Wells Fargo Securities is the trade name for certain capital markets and investment banking services
of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank, National Association.
Wells Fargo Bank, National Association (“WFBNA"), one of the underwriters of the Bonds, has entered
into an agreement (the “Distribution Agreement”) with Wells Fargo Advisors, LLC (“WFA”) for the re-
tail distribution of certain municipal securities offerings, including the Bonds. Pursuant to the Distribution
Agreement, WFBNA will share a portion of its underwriting compensation with respect to the Bonds with
WFA. WFBNA and WFA are both subsidiaries of Wells Fargo & Company.

Independent Auditor

The financial statements of the State as of June 30, 2009, and for the fiscal year then ended, are in-
cluded as “APPENDIX A—BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTA-
RY INFORMATION OF THE STATE OF UTAH FOR FISCAL YEAR 2009” to this OFFICIAL STA-
TEMENT and have been audited by the Utah State Auditor, as indicated in its report thereon. The State
has neither requested nor has been obligated to obtain the consent of the State Auditor to include its report
in this OFFICIAL STATEMENT and therefore the State Auditor has not performed any procedures with
respect to such financial statements subsequent to the date of its report.

Additional Information

The foregoing description of the Bonds does not purport to be complete and is expressly made subject
to the exact provisions of the complete documents, copies of which are available for inspection at the of-
fices of the Financial Advisor during the offering of the Bonds, and subsequently, at the office of the Pay-
ing Agent in Salt Lake City, Utah.

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

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

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

/s/ Richard K. Ellis

Richard K. Ellis, State Treasurer
Secretary, State Bonding Commission
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APPENDIX A

BASIC FINANCIAL STATEMENTS AND REQUIRED SUPPLEMENTARY INFORMATION
OF THE STATE OF UTAH FOR FISCAL YEAR 2009

The Basic Financial Statements and Required Supplementary Information of the State for Fiscal
Year 2009 are contained herein. This information has been extracted from the State’s Fiscal Year 2009
CAFR and such pages numbers may not be in numerical order. Copies of current and prior financial re-
ports are available on the internet and upon request from the contact person as indicated under “INTRO-
DUCTION—Contact Persons” above.

The Government Finance Officers Association of the United States and Canada (“GFOA”) have
awarded a Certificate of Achievement for Excellence in Financial Reporting to the State for its CAFR for
the 25™ consecutive year, beginning with Fiscal Year 1985 through Fiscal Year 2009.

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

The State’s CAFR for Fiscal Year 2010 must be completed under State law by December 31, 2010.

(The remainder of this page has been intentionally left blank.)
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Office of the State Auditor DEPUTY STATE AUDITOR:
UTAH STATE CAPITOL COMPLEX Joe Christensen, CPA
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P.0. BOX 142310 FINANCIAL AUDIT DIRECTORS:
SALT LAKE CITY, UTAH 84114-2310 H. Dean Eborn, CPA
(801) 538-1025 Deborah A. Empey, CPA

FAX (801) 538-1383 Sten Godfrey, CPA

Auston G. Johnson, CPA Jon T. Johnson, CPA

UTAH STATE AUDITOR

INDEPENDENT STATE AUDITOR'SREPORT

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

The Honorable Gary R. Herbert
Governor, State of Utah

We have audited the accompanying financia statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the State of Utah as of and for the year ended June 30, 2009, which collectively comprise the
State' s basic financial statements as listed in the table of contents. These financial statements are the responsibility
of the State’s management. Our responsibility is to express opinions on these financial statements based on our
audit. We did not audit the financial statements of Utah Housing Corporation, Utah Public Employees Health
Program, the University of Utah's hospital and component units, the Utah State University Research Foundation,
certain other college and university foundations, the Dairy Commission, and the Utah State Retirement Systems,
which represent 38 percent of the assets and 41 percent of the revenues of the aggregate discretely presented
component units and 67 percent of the assets and 37 percent of the revenues/additions of the aggregate remaining
fund information. Those financial statements were audited by other auditors whose reports thereon have been
furnished to us; and our opinions, insofar as they relate to the amounts included for those agencies, funds, and
component units, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the State's internal control over financia reporting.
Accordingly, we express no such opinion. An audit also includes examining, on atest bas's, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overal financia statement presentation. We believe that
our audit and the reports of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each maor fund, and the aggregate remaining
fund information of the State of Utah as of June 30, 2009, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.
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The accompanying management’s discussion and analysis and other required supplementary information is not a
required part of the basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

(it o

Auston G. Johnson, CPA
Utah State Auditor
November 23, 2009
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2009

INTRODUCTION

Thefollowing is adiscussion and analysis of the State of Utah’ s financial performance and position, providing an overview of the
State’ sactivitiesfor the fiscal year ended June 30, 2009. Please read it in conjunction with the transmittal letter in the Introductory
Section of thisreport and with the State' s financial statements that follow this section.

HIGHLIGHTS
Government-wide

e Total assets of the State exceeded liabilities by $16.68 hillion (reported as net assets). Of this amount, $1.769 hillion
(unrestricted net assets) may be used to meet the government’s ongoing obligations while $14.910 hillion is restricted for
specific uses or invested in capital assets.

e The State' s total net assets decreased $42.6 million or 0.3 percent over the prior year. Net assets of governmental activities
increased $80.9 million or 0.6 percent. Net assets of business-type activities decreased by $123.6 million or 5 percent.

Fund Level

e Thegovernmental fundsreported combined ending fund balances of $3.325 billion, adecrease of $460.4 millionin comparison
with the prior year. Approximately 7.4 percent or $246.7 million of the ending fund balance is available for spending at the
government’ s discretion (unreserved, undesignated fund balance).

e TheGenera Fund ended thefiscal year with azero dollar surplus by using $37.2 million designated and budgeted to be used for
fiscal year 2010 to cover revenue shortfallsthat occurred in fiscal year 2009. The Education Fund ended the year with a$21.5
million surplus.

e The General Fund Budget Reserve Account (“Rainy Day Fund”) and the Education Budget Reserve Account ended the fiscal
year with balances of $188.9 million and $230 million, respectively. Other than statutory changesthat require any futureinterest
earnings of these accounts to be transferred to either the General Fund or the Education Fund, as applicable, the balances
remained preserved at fiscal yearend.

e Overall, salestax revenuesin the governmental funds declined by 13.3 percent. Combined tax revenueswere 11.3 percent lower
inthe General Fund and 12.8 percent lower in the Education Fund than the prior year. Tax revenuesin both funds declined asa
result of continued weakness in the local economy.

L ong-term Debt

e The State’ slong-term bonded debt increased anet $446.1 million or 12.5 percent. Theincreasein debt issued was used to fund
highway and capital facility construction, and to fund student loan programs.

OVERVIEW OF THE FINANCIAL STATEMENTS

Thisreport includesthe State’ sBasic Financial Statements, Required Supplementary I nformation, and Supplementary Information.
The Basic Financial Statements include three components: government-wide financial statements, fund financial statements, and
notes to the financia statements.

Government-wide Statements — Reporting the State asa Whole

The Statement of Net Assets and the Statement of Activities beginning on page 27 together comprise the gover nment-widefinancial
statements. These statements provide a broad overview of the State’ s finances as a whole with along-term focus and are prepared
using thefull-accrual basis of accounting, similar to private-sector companies. Thismeansall revenuesand expensesare recognized
regardless of when cashisreceived or spent, and all assetsand liabilities, including capital assets and long-term debt, arereported at
the entity level.

The government-wide statements report the State’ s net assets—the difference between total assetsand total liabilities—and how they
have changed from the prior year. Over time, increases and decreases in net assets measure whether the State’' s overall financial
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2009

condition is getting better or worse. In evaluating the State’ s overall condition, however, additional non-financial factors should be
considered such as the State’'s economic outlook, changes in its demographics, and the condition of its capital assets and
infrastructure. The government-wide statements report three activities:

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

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

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

Fund Financial Statements— Reporting the State’sMost Significant Funds

The fund financia statements beginning on page 31 provide detailed information about individual major funds, not the State asa
whole. A fund isagroup of related accounts that the State uses to keep track of specific resourcesthat are segregated for a specific
purpose. Somefundsare required by law to exist, while others are established internally to maintain control over aparticular activity.
All of the State's funds are divided into three types, each of which uses a different accounting approach.

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

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

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

Reconciliation between Gover nment-wide and Fund Statements

The financial statements include schedules on pages 34 and 38 that reconcile and explain the differences between the amounts
reported for governmental activities on the government-wide statements (full-accrual accounting, long-term focus) with amounts
reported on the governmental fund statements (modified accrual accounting, short-term focus). Thefollowing are some of themajor
differences between the two statements:

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

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

e Bond proceedsresult inliabilities on the government-wide statements, but are other financing sources on the governmental fund
statements.

e Certain tax revenuesthat are earned but not yet available are reported as revenue on the government-wide statements, but are
deferred revenue on the governmental fund statements.

Notesto the Financial Statements

The notes beginning on page 58 provide additional schedules and information that are essential to acomplete understanding of the
financial statements. The notes apply to both the government-wide financial statements and the fund financial statements.
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State of Utah Management’s Discussion and Analysis Fiscal Year Ended June 30, 2009

Required Supplementary Information (RSI)

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

Supplementary Information

Supplementary Information includes combining statements for the State’s nonmajor governmental, nonmajor proprietary and
fiduciary funds and for nonmajor discretely presented component units. This section also includes schedules which compare
budgeted expendituresto actual resultsat thelegal level of control, whichisgenerally thelineitemlevel of the AppropriationsActs.

FINANCIAL ANALYSISOF THE STATE ASAWHOLE

Net Assets

The State's total net assets decreased $42.6 million or 0.3 percent in fiscal year 2009. In comparison, net assets in the prior year
increased $729.8 million or 4.6 percent. Thisdecreasein total net assets resulted from aweak economy that had the combined effects
of high unemployment, lower tax revenues, and higher demand for government services. The changein net assetsiscomprised of the
following:

e Invested in Capital Assets — Total net capital assets increased $830.2 million or 7.9 percent as the State’s investment in
highways and buildings exceeded depreciation and net additional debt used to finance projects.

e Restricted Net Assets— Total restricted net assets decreased $434.9 million or 10.7 percent over the prior year. Of the $269.1
million decrease in restricted net assets of governmental activities, $98.6 million was aresult of a decrease in nonexpendable
public education net assetsasaresult of adecreasein net earningsin the permanent Trust Lands Fund. Restricted net assetsaso
decreased due to a$72.1 million decrease in expendabl e public education net assets as aresult of lower individual income and
corporate tax revenues. Net assets restricted for transportation al so decreased by $56.5 million asthe number of infrastructure
projects escalated despite less funding available due to lower tax revenues. Restricted net assets in business-type activities
decreased $165.8 million primarily due to unemployment claims exceeding related premiums by $209 million. This decrease
was offset by an increase of $43.1 million in additional loan capital in variousloan programs provided by investment income
and federal grants.

o Unrestricted Net Assets— Total unrestricted net assets in governmental activities decreased by $480.3 million or 41.1 percent
due to a decrease in carry-forward balances in the General Fund and other governmental funds of $195.5 million and $215.9
million, respectively. Total unrestricted net assetsin business-type activitiesincreased by $42.3 million or 4.1 percent primarily
due to the State providing additional capital to loan funds from mineral |ease and dedicated sales tax revenues.

State of Utah
Net Assetsas of June 30
(Expressed in Thousands)

Governmental Business-type Total Primary
Activities Activities Gover nment
2009 2008 2009 2008 2009 2008

Current and Other Assets............ $ 4693031 $ 5092823 $ 5030178 $ 4770529 $ 9723209 $ 9,863,352
Capital ASSELS .....cocerervierieeenes 12,514,562 11,627,282 72,007 61,021 12,586,569 11,688,303

Total ASSELS ....c.oovevrrceenee 17,207,593 16,720,105 5,102,185 4,831,550 22,309,778 21,551,655
Current and Other Liabilities...... 941,661 869,300 58,871 57,036 1,000,532 926,336
Long-term Liabilities.................. 1,949,751 1,615,550 2,680,326 2,287,956 4,630,077 3,903,506

Total Liabilities................. 2,891,412 2,484,850 2,739,197 2,344,992 5,630,609 4,829,842
Net Assets:

Invested in Capital Assets,

Net of Related Debt ............ 11,277,630 10,447,357 13,751 13,837 11,291,381 10,461,194
Restricted ........ccovviniiiinienne 2,349,499 2,618,556 1,269,006 1,434,828 3,618,505 4,053,384
unrestricted ..o 689,052 1,169,342 1,080,231 1,037,893 1,769,283 2,207,235

Total Net ASSets ..o $ 14,316,181 $ 14235255 $ 2362988 $ 2486558 $ 16,679,169 $ 16,721,813

Percent change in total net
assets from prior year ................. 0.6 % (5.00% (0.3)%
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Thelargest component of the State’' s net assets, 67.7 percent, reflectsinvestmentsin capital assets (e.g., land, buildings, equipment,
roads, and other infrastructure) less the outstanding debt issued to finance those assets. As capital assets, these resources are not
availablefor future spending, nor can they be readily liquidated to pay off their related liabilities. Resources needed to repay capital-
related debt must be provided from other sources.

Restricted net assets comprise 21.7 percent of total net assets and are subject to constitutional, legal, or external constraints on how
they can be used. Net assetsthat are restricted by the Constitution of Utah include income and corporate taxes that can be used only
for public and higher education costs and motor fuel taxes that can be used only for transportation expenses.

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

The following schedule and charts summarize the State’ stotal revenues, expenses, and changes in net assets for fiscal year 2009.

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

Total
Governmental Business-type Total Primary Per centage
Activities Activities Government Change
2009 2008 2009 2008 2009 2008 2008 to 2009
Revenues
General Revenues:
TEXES .. s $ 5043745 $ 5535750 $ 22976 $ 23462 $ 5,066,721 $ 5,559,212 (8.9)%
Other Genera REVENUES ........cccvvveererereririenn 91,225 132,586 — — 91,225 132,586 (31.2)%
Program Revenues:
Charges for Services ........cocveeeeneneeneneninens 887,113 933,371 532,171 557,470 1,419,284 1,490,841 (4.8)%
Operating Grants and Contributions ... 3,177,737 2,658,284 214,876 143,853 3,392,613 2,802,137 211 %
Capital Grants and Contributions ... . 145,353 144,867 — — 145,353 144,867 0.3 %
Total ReVENUES ... 9,345,173 9,404,858 770,023 724,785 10,115,196 10,129,643 (0.1)%
Expenses
General GOVErNMENt .........ccovereerererererereennens 390,373 385,331 — — 390,373 385,331 13 %
700,307 679,920 — — 700,307 679,920 3.0%
254,980 255,319 — — 254,980 255,319 (0.1)%
189,069 191,910 — — 189,069 191,910 (1.5)%
123,209 125,587 — — 123,209 125,587 (1.9)%
Health and Environmental Quality ............... 1,812,067 1,649,209 — — 1,812,067 1,649,209 9.9 %
Higher Education ...........c.cccceeeecune 997,218 912,998 — — 997,218 912,998 9.2 %
Employment and Family Services 514,915 423,122 — — 514,915 423,122 21.7 %
Natural RESOUICES .......covvvreerrrreriereeiercneieee 174,730 159,955 — — 174,730 159,955 9.2 %
Community and Culture 139,840 132,687 — — 139,840 132,687 54 %
Business, Labor, and Agriculture.................. 101,995 95,563 — — 101,995 95,563 6.7 %
Public EQUCELION ........ccevreecieecieeiceece e 3,033,574 2,959,311 — — 3,033,574 2,959,311 25%
Transportation ................. 819,833 850,387 — — 819,833 850,387 (3.6)%
Interest on Long-term Debt .... 52,070 58,851 — — 52,070 58,851 (11.5)%
Student Assistance Programs .. — — 144,007 164,411 144,007 164,411 (12.9)%
Unemployment Compensation .................... — — 489,925 148,424 489,925 148,424 230.1 %
Water Loan Programs...........ccceevvveerenicnnnen — — 12,900 10,477 12,900 10,477 231 %
Community and Economic Loan Programs .. — — 2,349 2,310 2,349 2,310 1.7 %
Liquor Retail SAles ..o — — 168,844 160,635 168,844 160,635 51%
Other Business-type ACtivities ..o — — 35,635 33,417 35,635 33,417 6.6 %
Total EXPENSES ......ccveveveececreecreeseneene 9,304,180 8,880,150 853,660 519,674 10,157,840 9,399,824 81%
Excess Before Transfers .........oovovevnnneenenenns 40,993 524,708 (83,637) 205,111 (42,644) 729,819
TrANSTEN'S ..t s 38,953 37,733 (38,953) (37,733) — —
Changein Net ASSELS .......ccovrererirererenenes 79,946 562,441 (122,590) 167,378 (42,644) 729,819
Net Assets— Beginning as Adjusted ................. 14,236,235 13,672,814 2,485,578 2,319,180 16,721,813 15,991,994
Net Assets — ENding .....cccooevevnveevnennsenneennns $ 14,316,181 $ 14,235,255 $ 2,362,988 $ 2,486,558 $ 16,679,169 $ 16,721,813 (0.3)%

(Charts on next page.)
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Changesin Net Assets

This year the State received 50.1 percent of its revenues from state taxes and 35 percent of its revenues from grants and
contributions, mostly fromfederal sources. Inthe prior year, state taxes accounted for 54.9 percent and grants and contributions
were 29.1 percent of total revenues. Charges for goods and services such as licenses, permits, liquor sales, park fees, and court
fees, combined with other miscellaneous collections, comprised 14.9 percent of total revenuesin fiscal year 2009, compared to
16 percent in fiscal year 2008.

Governmental Activities

The State’s total governmental revenues from all sources decreased $59.7 million or 0.6 percent. Tax revenues decreased $492
million or 8.9 percent. This decrease in taxes reflects weak economic conditions and is similar to the decrease at the fund level.
However, dueto differencesin measurement focus and timing of collections, the decrease at the government-widelevel should not be
used to predict future decreases at the fund statement or budget level. With the exception of higher education, natural resources, and
transportation, as discussed bel ow, other significant changesin governmenta activities' revenuesand expenses mirror the changesin
the governmental funds. For further discussion, seethe section entitled “ Financial Analysis of the State's Governmental Funds’ on

page 19.

¢ Higher Education — Expensesincreased by $84.2 million compared to the prior year dueto an increasein the amount spent
for building projects completed for colleges and universities. When these buildings are compl eted, ownership istransferred
to the colleges and universities and reported as expenses on the government-wide statements. However there is no impact
on the governmental fund statements.

e Natural Resources—Expensesfor natural resource activitiesincreased $14.8 million, as compared to theprior year, asless
capital outlay was expended. Since less was expended for capital outlay in the fiscal year, expenses increased on the
government-wide statements.

e Transportation — Expenses for transportation activities decreased $30.6 million, as compared to the prior year, primarily
due to an increase in the amount spent for capital outlay (i.e., land, state roads, and bridges). The amount expended for
capital outlay is not reported as expenses, but as an asset on the government-wide statements.

Thefollowing table showsto what extent the State’ s governmental activitiesrelied on taxesand other general revenuesto cover al of
their costs. For fiscal year 2009, state taxes and other general revenues covered 54.7 percent of expenses. The remaining $4.21
billion or 45.3 percent of the total expenses were covered by charges for services and grants.

(Table on next page.)
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State of Utah
Net Cost of Governmental Activities
for theFiscal Year Ended June 30
(Expressed in Thousands)

Less Net Program Revenues
Program Program Program as a Per centage of
Expenses Revenues (Expenses) / Revenues Program Expenses
2009 2009 2009 2008 2009 2008
General GOvErNMENt ......cccveveevieieveeeieire e $ 390,373 $ 358,733 (31,640) $ 43,785 91.9 % 111.4 %
Human Services and Y outh Corrections........ 700,307 345,468 (354,839) (374,396) 49.3 % 449 %
Corrections, Adult 254,980 5,939 (249,041) (248,520) 23 % 27 %
Public Safety ................ 189,069 125,634 (63,435) (75,574) 66.4 % 60.6 %
COUMS .t 123,209 50,558 (72,651) (78,452) 41.0 % 37.5%
Health and Environmenta Quality ................. 1,812,067 1,472,475 (339,592) (392,963) 81.3 % 76.2 %
Higher EdUCELION ........cocevveeririneeneecreicenes 997,218 34,139 (963,079) (911,645) 34 % 0.1 %
Employment and Family Services.................. 514,915 454,323 (60,592) (64,727) 88.2 % 84.7 %
Natural RESOUICES ......cc.ccueuveieieieceieeiecvenan, 174,730 110,362 (64,368) (54,650) 63.2 % 65.8 %
Community and Culture 139,840 57,910 (81,930) (89,219) 41.4 % 328 %
Business, Labor, and Agriculture.................... 101,995 76,985 (25,010) (17,213) 75.5 % 82.0 %
Public Education ...........c.coceevveenieiiececeie, 3,033,574 502,798 (2,530,776) (2,538,693) 16.6 % 14.2 %
Transportation ........cceveeveeererrenesee s 819,833 614,879 (204,954) (282,510) 75.0 % 66.8 %
Interest and Charges on Long-term Debt ........ 52,070 — (52,070) (58,851)
Total Governmental Activities.................. $ 9,304,180 $ 4,210203 $ (5,093977) $ (5,143,628) 453 % 421 %

Business-type Activities

Revenues from the State's business-type activities increased $45.2 million or 6.2 percent from the prior year. The increase is
primarily due to a $71 million increase in federal grant revenue in the Unemployment Compensation Fund provided to extend
benefitsfor the unemployed as part of the American Recovery and Reinvestment Act (ARRA), aone-timefederal economic stimulus
package provided to statesto aid in recovering from the recession. Thisincrease was partially offset by a$25.3 million decreasein
chargesfor services caused in part by a$13.2 million decrease in unemployment taxes paid into the Unemployment Compensation
Fund as aresult of higher unemployment and a decrease in other miscellaneous revenues. Total expenses for the State’ s business-
type activities increased $334 million or 64.3 percent. The increase is primarily due to a $341.5 million increase in payments for
unemployment benefits due to higher unemployment in the weak economy.

All of the State’' s business-type activities operate from program r