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PROFILE OF THE GOVERNMENT

The State of Georgia was the last of the original 13 colonies, founded on February 12, 1733, and became the fourth
state by ratifying the U. S. Constitution on January 2, 1788. Georgia is an economic hub of the southeast. The
capital in Atlanta is the major economic and population center of the State with major regional economic and
population centers in Augusta, Savannah, and Macon. Georgia’s economic base is diverse with major port facilities
on the coast, agricultural resources throughout the state, manufacturing and service industries, and is a major
transportation hub with the busiest airport in the nation. Georgia is the ninth largest state with a population of 9.54
million people.

Structure. The Constitution of the State of Georgia provides the basic framework for the State’s government, which
is divided into three separate branches: legislative, executive, and judicial. The duties of each branch are outlined in
the Constitution and in the Official Code of Georgia Annotated. State government services provided to citizens
include education, health and welfare, transportation, public safety, economic development, recreation and
conservation.

This report presents information on the financial position and operations of state government as one reporting entity.
The various agencies, departments, boards, commissions and other organizational units of Georgia state government
which constitute the State financial reporting entity are included in the Comprehensive Annual Financial Report in
accordance with criteria established by the Governmental Accounting Standards Board. Accordingly, this report
contains information on Georgia’s primary government, and on component units that are financially accountable to
the State.

Budgetary Control. The State constitution requires the governor to submit an annual appropriation recommendation
to the General Assembly within the first 5 days of the General Assembly convening in general session. The General
Assembly appropriates funds in the general appropriations act to cover operations of the state. The Constitution
limits the amount of the appropriations to the amount available in unappropriated surplus at the beginning of the
fiscal year together with the anticipated treasury receipts to be collected during the fiscal year. Annual appropriated
budgets are adopted at the departmental and program by funding source level and are applicable primarily to the
general fund. All unencumbered annual appropriations lapse at fiscal year end unless otherwise specified by the
Constitution or statute. The Constitution further authorizes the passage of supplementary appropriations acts for
specific purposes, provided sufficient unappropriated funds are available or additional revenue measures have been
enacted. Federal funds received by the State are continually appropriated in the exact amounts and for the purposes
authorized and directed by the awarding federal agency.

The budgetary basis of accounting required by state law differs materially from the basis used to report revenues and
expenditures in accordance with generally accepted accounting principles (GAAP). In addition, the fund structure
utilized to implement the annual budget differs extensively from the fund structure presented in these financial
statements.

A separately published Budgetary Compliance Report is issued annually to provide the General Assembly with
information concerning financial compliance with the Amended Appropriations Act.

FACTORS AFFECTING FINANCIAL CONDITION

Cash Management. The State Depository Board is designated by State law as the oversight Board for Georgia’s
cash management and investment policies. The Office of Treasury and Fiscal Services (“OTFS”) acts as the
administrative agent of the Board. As more fully discussed in Notes 1 and 4 to the Basic Financial Statements, OTFS
invests temporarily idle cash in statewide investment pools. All such funds are invested considering first the probable
safety of capital and then probable income, while meeting daily cash flow requirements and conforming to all statutes
governing the investment of public funds.

ii



Debt Administration. The Georgia State Financing and Investment Commission, an agency of the State, is
empowered by law to receive the proceeds from the issuance of State of Georgia general obligation and guaranteed
revenue debt, to provide for the proper application and use of the debt proceeds, and to establish the procedures for
protecting the holders of such debt. The Commission maintains a debt management plan used as a tool to help the
State make funding decisions to meet its highest priority capital project requirements, while not exceeding debt
affordability standards generally deemed important by the debt markets and rating agencies. The recommended debt
levels are lower than the constitutional limits. Detailed information on outstanding bonds and other long-term debt is
reflected in the Financial (Notes to the Financial Statements) and Statistical Sections of this report.

Pension Trust Funds. Total net assets of the State’s defined benefit pension plans reached $70 billion at June 30,
2007, an increase of $7.5 billion over the prior fiscal year. Of the State’s fourteen (14) defined benefit plans, the
Employees’ Retirement System and the Teachers’ Retirement System represent more than 96 percent of the total net
assets. The State’s deferred compensation plans report net assets of $957 million at June 30, 2007. Financial
activities of the individual pension trust funds are presented in the supplementary information for fiduciary funds.
Additional disclosures relating to the State’s pension trust funds are provided in Note 17 to the basic financial
statements.

Risk Management. The State is self-insured against certain property and liability claims, including workers’
compensation and unemployment compensation. The Risk Management Funds were established to accumulate
reserves for certain property and liability risks and to pay for commercial insurance coverage. Revenues are generated
from premiums charged to state and local government organizations. Various risk control techniques are utilized to
minimize accident-related losses; risk managers also identify unique loss exposures and develop strategies to reduce
the cost of risk associated with individual business operations.

Economic Conditions and Outlook. Georgia’s economy in fiscal year 2007 continued its recent rapid growth
following the recession of 2001.

Key components of the tax stream most closely associated with the state’s economic trends and conditions continued
to experience year over year revenue growth in fiscal year 2007. These include the individual income tax, sales and
use tax, and corporate income tax. Based on revenues reported on a statutory basis, fiscal year 2007 individual
income tax revenues grew 10 percent over fiscal year 2006. Fiscal year 2007 sales and use tax revenues grew by 3.6
percent, while corporate income tax revenues grew by 18.1 percent. This is the third consecutive year in which
corporate income tax revenues have experienced growth rates in excess of ten percent. Estimated payments by
corporations grew by 20.5 percent; this growth reflects, in part, the high growth rate in corporate profits reported by
the U. S. Bureau of Economic Analysis. Refunds to corporate taxpayers were up 19.8 percent, and assessments to
corporate taxpayers were down 20.9 percent for the fiscal year.

Economic indicators for Georgia demonstrate that the state’s economy continues to grow although growth has
moderated since fiscal year 2006.

The unemployment rate remains low in Georgia at 4.6 percent for September 2007. This compares to the U. S.
unemployment rate of 4.7 percent the same month. An unemployment rate of approximately 5 percent is generally
considered to constitute full employment. The number of establishments reporting employment activity that are
located in Georgia continues to expand. For the fourth quarter of 2006, the latest data available, the number of
establishments in Georgia increased by 4.5 percent over the prior year. This compares to 3 percent for the U. S. as a
whole.
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Personal income is another key indicator of economic conditions in Georgia. Total personal income continues to
expand. In the second quarter of 2007, personal income in Georgia grew 1.1 percent over the prior quarter. This is
slightly less than the growth rate of the U. S. as a whole, which grew 1.2 percent.

The economic outlook for Georgia is clouded by the national housing downturn, high energy prices and slowing
consumer spending. The housing slowdown is affecting the economy directly through lower construction activity and
indirectly through its impact on consumers’ financial situations due to declining prices in some regions and tougher
mortgage lending standards. Oil prices have risen dramatically and this is expected to constrain consumers’
discretionary spending. In addition, drought conditions in Georgia and other parts of the southeast could have an
impact on agriculture and manufacturing activity in the state.

MAJOR INITIATIVES

Educated Georgia. A major focus, demonstrated through continuous improvements to the quality of education in the
State, is to ensure that Georgia students are well prepared for the future. The State, which provided nearly $7.4
billion in funding for enrollment of over 1.6 million students, a 2.65 percent increase over FY 2006, is committed to
strategic initiatives designed to increase the graduation rate and to improve student achievement.

Healthy Georgia. Emphasis is being placed on services in community settings and serving individuals in homes as
opposed to institutional settings. Child care and safety are being addressed with technology and programs to improve
service delivery. Care management, eligibility verification, and utilization controls have reduced the rate of growth in
both Medicaid and PeachCare for Kids. In addition, the Department of Community Health has implemented strategic
premium pricing in the State Health Benefit Plan to help drive employees towards lower-cost consumer-driven health
plans. The State’s cost containment initiatives are estimated to save $4.2 billion over 5 years.

Safe Georgia. The State continues to address a growing prison population with increased funding for facilities and
rehabilitation and drug treatment programs. Funding targets law enforcement, DUI courts, drug enforcement,
treatment and prevention programs continue to receive attention and funding.

Best Managed. The State continues to focus on efforts to place Georgia on an efficient and effective foundation.
The Commission for a New Georgia is an innovative public-private partnership formed to create breakthrough ideas
to help Georgia become a better-managed state and to envision Georgia’s strategic future. Initiatives to improve
government operations are focused on procurement processes, facilities and fleet asset management, customer service,
employee management, financial management and strategic planning. In maintaining the State’s pursuit of fiscal
responsibility, the Governor and legislature have taken steps to fund the State’s annual required contributions for
retired state employees’ health care with an initial appropriation of $147 million in fiscal year 2008 with additional
increases in fiscal year 2009.

Growing Georgia. . Georgia continues to be one of the fasting growing states in the nation with a population
increase of 2.2 percent between July 2006 and July 2007, the fastest growth in the South. Meeting the demands of an
ever increasing population requires major investment in infrastructure maintenance and development. The State
continues to invest in transportation to improve highways around our rapidly growing cities and to spur economic
development around the state. Support for local road construction remains at record levels. Growth demands that we
continue to protect our environment and expand access to natural areas throughout the state. The State’s first
Statewide Water Management Plan has been presented to the General Assembly providing a framework to measure
water resources, to forecast supply and capacity needs for future growth and to identify regional solutions to water
needs. The Plan will help ensure that Georgia manages water resources in a sustainable manner to support the State’s
economy, to protect public health and natural systems, and to enhance the quality of life for all citizens.



CONCLUSION AND ACKNOWLEDGEMENTS

We hope this report provides information useful in evaluating the financial activity of the State of Georgia. We
express our appreciation to the fiscal managers and staff throughout State government, and to the Department of
Audits and Accounts for their dedicated efforts in assisting us in the completion of this report.

Respectfully submitted, P

Lynn H. Vellinga, CPA
State Accounting Officer
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DEPARTMENT OF AUDITS AND ACCOUNTS
270 Washington St. S.W. Suite 1-156
Atlanta, Georgia 30334
RusseLL W. HINTON

STATE AUDITOR
(404) 656-2174

INDEPENDENT AUDITOR’S REPORT

The Honorable Sonny Perdue
Governor of Georgia

and
Members of the General Assembly
of the State of Georgia

We have audited the accompanying financial 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 Georgia as of and for the year ended June 30, 2007, 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
certain organizations, These organizations reflect the following percentages of total assets and revenues
or additions of the indicated opinion units:

Percent of Opinion | Percent of Opinion Unit’s

Opinion Unit Unit’s Total Assets | Total Revenues/Additions
Governmental Activities 11% 22%
Business-Type Activities 6% 9%
Aggregate Discretely Presented Component Units 92% 94%
Governmental Fund - General Fund 9% 17%
Governmental Fun'd - Georgia State Financing and 100% 100%
Investment Commission
Proprietary Fund/Enterprise Fund -State Employees’
Health Benefit Plan i 100% 100%
Aggregate Remaining Fund Information 90% 52%

The financial statements of these organizations and component units were audited by other auditors
whose reports have been furnished to us, and our opinions, insofar as they relate to the amounts included
for those financial statements, are based solely upon the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. The financial statements of the Georgia Lottery
Corporation, Georgia College and State University Foundation, Georgia Southern University Housing
Foundation, Inc., Georgia State University Foundation, Georgia Tech Athletic Association, Georgia Tech



Facilities, Inc., Georgia Tech Foundation, Inc., Kennesaw State University Foundation, Inc., Medical
College of Georgia Foundation, Inc., Medical College of Georgia Physician’s Practice Group Foundation,
University of Georgia Athletic Association, Inc., and the University of Georgia Foundation were audited
in accordance with auditing standards generally accepted in the United States of America but were not
audited in accordance Government Auditing Standards issued by the Comptroller General of the United
States. 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 financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, 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 overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable basis for
our opinions. Georgia statutes, in addition to audit responsibilities, entrust other responsibilities to the
Department of Audits and Accounts. Those responsibilities included service by the State Auditor on the
governing boards of various agencies, authorities, commissions, and component units of the State of
Georgia. The Department of Audits and Accounts elected to not provide audit services for the
organizational units of the State of Georgia associated with these boards. The Department of Audits and
Accounts has also elected to not provide audit services for the Department of Community Health (DCH)
due to a contractual obligation with DCH to conduct certain non-audit services.

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 financial position 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 Georgia as of June 30, 2007, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The financial statements of the general fund reflect accounts payable in the amount of $913,094,345.00
which represents the State of Georgia’s liability for teachers salaries earned before June 30, 2007, but not
paid until July and August, 2007. State appropriations for the subsequent fiscal year were available for
obligation even though the period to which the appropriation applied had not begun. The recognition of
this liability at June 30, 2007, however, is not in accordance with generally accepted accounting
principles as promulgated by Governmental Accounting Standards Board (GASB) Statement 33 because
the subsequent fiscal year had not begun. We believe, however, the omission of this liability would cause
the financial statements of the State of Georgia to be misleading.

As discussed in Note 3 to the basic financial statements, the State of Georgia made changes in the
presentation of organizations within its financial reporting framework, most notably the presentation of
the State Road and Tollway Authority. The State Road and Tollway Authority, a component unit which
was previously discretely presented, is now blended into the primary government.

As discussed in Note 3 to the basic financial statements, the State of Georgia implemented Governmental
Accounting Standards Board Statement No. 43, Financial Reporting for Postemployment Benefit Plans
Other Than Pension Plans for fiscal year 2007,

In accordance with Government Auditing Standards, we will issue our report dated January 31, 2008, on |
our consideration of the State of Georgia’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audit.



The accompanying management’s discussion and analysis on pages 7 through 18 and the required
supplementary information on pages 100 through 116 are not a required part of the basic financial
statements but are 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the State of Georgia’s basic financial statements. The Introductory Section, the Supplementary
Information — Combining Statements, and the Statistical Section are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The Supplementary Information -
combining statements on pages 120 through 189 has been subjected to the auditing procedures applied by
us and the other auditors in the audit of the basic financial statements and, in our opinion, based on our
audit and the reports of other auditors, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The Introductory Section on pages i through ix and the Statistical
Section on pages 193 through 215 have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we express no opinion on them.

Respectfully submitted,

R w2k A=

Russell W. Hinton, CPA, CGFM
State Auditor

January 31, 2008
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Management of the State of Georgia provides this Management’s Discussion and Analysis of the State of
Georgia’s Comprehensive Annual Financial Report (CAFR) for readers of the State’s financial statements. This
narrative overview and analysis of the financial activities of the State of Georgia is for the fiscal year ended June
30, 2007. We encourage readers to consider this information in conjunction with the additional information that
is furnished in the letter of transmittal, which can be found in the Introductory Section of this report, and with the
State’s financial statements, which follow this narrative.

FINANCIAL HIGHLIGHTS

Government-Wide

The assets of the State exceeded its liabilities at the close of the fiscal year by $22.3 billion (reported as “net
assets”). Of this amount, $2.7 billion (reported as “unrestricted net assets’’) may be used to meet the State’s
ongoing obligations to citizens and creditors. Component units of the State reported net assets of $5.8 billion for
the fiscal year ended June 30, 2007. The State’s total net assets (including restatement of the prior year balance)
increased by $1.9 billion.

Fund Level

Governmental Funds - As of the close of the current fiscal year, the State’s governmental funds reported a
combined ending fund balance of $7.2 billion, with $3.7 billion of this total available for spending at the
government’s discretion (unreserved fund balance).

Proprietary Funds — Net assets at the end of fiscal year 2007 totaled $7.5 billion. Total net assets for the
Enterprise Funds (including restatement of the prior year balance) increased by $518 million during the fiscal
year; Internal Service Funds (including restatement of the prior year balance) increased by $18 million. These
increases do not include the effect of the restatement of prior year balances due to the reporting changes of the
Georgia Technology Authority from a nonmajor enterprise fund to an internal service fund and a portion of the
activity of the State Road and Tollway Authority from a discretely presented component unit to a nonmajor
enterprise fund.

Long-Term Liabilities
The State’s long-term liabilities totaled $10.5 billion at June 30, 2007. General obligation debt is the major
component comprising 73 percent of these liabilities.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the State of Georgia’s basic financial
statements. The State’s basic financial statements include three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the basic financial statements. This report also contains
required supplementary information and supplementary information - combining statements in addition to the
basic financial statements.

Government-Wide Financial Statements: Reporting the State as a Whole

The government-wide financial statements are designed to provide readers with a broad overview of the State of
Georgia’s finances, in a manner similar to the private sector. These financial statements provide both short-term
and long-term information about the State’s financial status, which assists in assessing the State’s financial
condition at the end of the fiscal year. The statements are prepared using the flow of economic resources
measurement focus and the accrual basis of accounting, and report financial information about the entire
government except fiduciary activities. The government-wide financial statements include two statements:



The Statement of Net Assets presents all of the State’s assets and liabilities, with the difference between the two
reported as “net assets”. Over time, increases and decreases in net assets may serve as a useful indicator of
whether the State’s financial position is improving or deteriorating.

The Statement of Activities presents information showing how the government’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Therefore, revenues and expenses are reported in
this statement for some items that will not result in cash flows until future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave). This statement also presents a comparison between direct expenses and
program revenues for each function of the State.

Both of the above financial statements report three activities:

Governmental Activities — Taxes and intergovernmental revenues principally fund the activities reported within
this section. The majority of the State’s basic services fall under this activity including general government,
education, health and welfare, transportation, public safety, economic development and assistance, culture and
recreation, conservation, and interest on long-term debt.

Business-Type Activities — These activities normally are intended to recover all or a significant portion of their
costs through user fees and charges to external users of goods and services. The most significant business-type
activities of the State include the operations of the Unemployment Compensation Fund (by the Georgia
Department of Labor), the self-insured State Employees’ Health Benefit Plan (by the Georgia Department of
Community Health) and the programs of the Higher Education Fund (by the Board of Regents of the University
System of Georgia and the Georgia Department of Technical and Adult Education).

Discretely Presented Component Units — Although these organizations are legally separate, the State is financially
accountable for them. Financial information for these component units is reported on the government-wide
statements separately from the financial information presented for the primary government. For the most part,
these entities operate similar to private sector businesses and the business-type activities described above. The
State’s most significant discretely presented component units are Georgia Environmental Facilities Authority,
Georgia Housing and Finance Authority, Georgia Lottery Corporation, and Georgia Tech Foundation,
Incorporated.

The government-wide financial statements can be found immediately following this discussion and analysis.

Fund Financial Statements: Reporting the State’s Most Significant Funds

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities or objectives. The State of Georgia, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.

The fund financial statements focus on individual parts of the State government (not on the State as a whole),
reporting the State’s operations in more detail than the government-wide statements. All of the funds of the State
of Georgia can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.
These fund categories use different accounting approaches and should be interpreted differently.

Governmental Funds — Most of the basic services provided by the State are financed through governmental funds.
These funds are used to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, the
governmental fund financial statements focus on short-term inflows and outflows of spendable resources. They
also focus on the balances of spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating the government’s short-term financing requirements. This approach is known as using the
flow of current financial resources measurement focus and the modified accrual basis of accounting. These
statements provide a detailed short-term view of the State’s finances that assists in determining whether there will
be adequate financial resources available to meet the current needs of the State.



Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government’s short-term financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and the governmental activities. These
reconciliations are presented on the page immediately following each governmental fund financial statement.

The State of Georgia maintains eleven individual governmental funds. The State’s two major governmental funds
are the General Fund and the Georgia State Financing and Investment Commission (GSFIC), which is a capital
projects fund. Information for each major fund is presented separately in the governmental fund balance sheet
and in the governmental fund statement of revenues, expenditures, and changes in fund balances. Data for the
remaining nine governmental funds are combined into a single, aggregated presentation. A portion of the
activities of the State Road and Tollway Authority, previously reported as a discretely presented component unit,
is now reported as a special revenue fund. Individual fund data for each of these nonmajor governmental funds is
provided in the form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found immediately following the government-wide
statements.

Proprietary Funds — The State of Georgia maintains two different types of proprietary funds. When the State
charges customers for the services it provides, whether to customers outside the State of Georgia reporting entity
(enterprise funds) or to other organizations within the reporting entity (internal service funds), these services are
reported in proprietary funds.

The State of Georgia’s proprietary funds include four enterprise funds and seven internal service funds. The
State’s three major enterprise funds are the Higher Education Fund, the State Employees’ Health Benefit Plan and
the Unemployment Compensation Fund. A portion of the activities of the State Road and Tollway Authority,
previously reported as a discretely presented component unit, is now reported as an enterprise fund. The Georgia
Technology Authority, previously reported as a nonmajor enterprise fund, is now reported as an internal service
fund. As there is only one nonmajor enterprise fund, combining statements are not required. The enterprise funds
are the same as the business-type activities reported in the government-wide statements, but more detail is
provided for each of these funds in the proprietary fund statements. Conversely, all seven internal service funds
are combined into a single, aggregated presentation in the proprietary fund financial statements. Individual fund
data for the internal services funds is provided in the form of combining statements elsewhere in this report.
Since the internal service funds benefit both the governmental functions and the business-type functions, they
have been proportionately included within the governmental activities and the business type activities in the
government-wide financial statements.

The basic proprietary fund financial statements can be found immediately following the governmental fund
financial statements.

Fiduciary Funds and Similar Component Units: The State as Trustee — These funds are used to account for
resources held for the benefit of parties outside the state government. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of these funds are not available to support the State’s
own programs, instead, the State is responsible for using the fiduciary assets for the fiduciary fund’s intended
purposes. The accounting used for fiduciary funds is much like that used for proprietary funds.

The State’s fiduciary funds are the Pension and Other Employee Benefit Trust Funds (fourteen separate defined
benefit retirement systems, two deferred compensation/defined contribution pension plans, two other
postemployment benefit plans and one other employee benefit plan), the Investment Trust Funds (which account
for the transactions, assets, liabilities and fund equity of external investment pools), Private-Purpose Trust Funds
(which account for assets held by the government in a trustee capacity), and Agency Funds (which account for the
assets held for distribution by the State as an agent for other governmental units, other organizations or



individuals). Individual fund data for the fiduciary funds and similar component units can be found in the
combining statements elsewhere in this report.

The basic fiduciary fund financial statements can be found immediately following the proprietary fund financial
statements.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found immediately
following the fiduciary funds and similar component units’ financial statements.

Required Supplementary Information

In addition to this Management’s Discussion and Analysis, which is required supplementary information, the
basic financial statements are followed by a section of other required supplementary information. This section
includes (1) a budgetary comparison schedule and accompanying reconciliation to the governmental fund
financial statements, and (2) pension and other postemployment benefit plan funding information.

Supplementary Information - Combining Statements

The combining statements referred to earlier in connection with nonmajor governmental funds, internal service
funds, fiduciary funds and nonmajor component units are presented following the required supplementary
information. The total columns of these combining financial statements carry to the applicable fund financial
statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
State of Georgia’s combined assets (governmental and business-type activities) exceeded liabilities by $22.3
billion at the end of fiscal year 2007.

State of Georgia
Net Assets as of June 30, 2007 and 2006
(expressed in thousands)

Governmental Business-Type Total Primary
Activities Activities Government
2007 2006 2007 2006 2007 2006
Current and Other
Non-current Assets $ 11,595370 $ 9,893,574 §$ 33471713 § 3,087241 § 14942 543 § 12,980,815
Net Capital Assets 17,110,136 16,077,655 5,791,696 5,224,193 22,901,832 21,301,848
Total Assets $ 28,705,506 $ 25971229 §$ 9,138,869 $ 8311434 % 37,844 375 $ 34282 663

Non-current Liabilitics $ 9064434 § 7,182,149 § 1,434,074 § 1,013,705 $ 10,498,508 $ 8,195,854

Current Liabilities 4.205437 4,355,564 769,309 768,626 4,974,746 5,124,190
Total Liabilities $ 13,269,871 § 11,537,713 § 2,203,383 § 1,782,331 § 15473,254 § 13,320,044
Net Assets

Invested in Capital Assets,

Net of Related Debt $ 10,804,344 § 11,274,666 § 4,582,190 § 4387218 § 15,386,534 § 15,661,884
Restricted 2,398,250 2,164,233 1,877,790 1,767,054 4,276,040 3,931,287
Unrestricted 2,233,041 994,617 475,506 374,831 2,708,547 1,369,448
Total Net Assets $ 15,435,635 §$ 14,433,516 § 6,935,486 $ 6,529,103 § 22371121 § 20,962,619




The largest portion of the State of Georgia’s net assets (69 percent) reflects its investment in capital assets (e.g.,
land, buildings, machinery and equipment, infrastructure) less any related debt used to acquire those assets that is
still outstanding. Infrastructure assets comprise 43 percent of the State’s capital assets, net of accumulated
depreciation. The State uses capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the State’s investment in its capital assets is reported net of related debt,
it should be noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the State’s net assets (19 percent) represents resources that are subject to external
restrictions on how they may be used. The remaining balance of unrestricted net assets may be used at the State’s
discretion to meet ongoing obligations to citizens and creditors, however, certain portions of unrestricted net
assets have internal designations. Internally imposed designations of resources are not presented as restricted net
assets.

At the end of the current fiscal year, the State is able to report positive balances in all three categories of net
assets, both for the government as a whole, as well as for its separate governmental and business-type activities.

Changes in Net Assets

The revenues and expenses information, shown in the table below and on the following page, was derived from
the government-wide Statement of Activities and reflects how the State’s net assets changed during the fiscal
year. The State of Georgia earned program revenues of $20.0 billion and general revenues of $18.7 billion,
totaling $38.7 billion during Fiscal Year 2007. Expenses for the State during Fiscal Year 2007 were $36.8 billion.

The State’s net assets (including restatement of the prior year balance) increased by $1.9 billion during the current
fiscal year. The economic information presented later in this discussion and analysis provides insight into the
conditions of the State that have caused this to occur.

State of Georgia
Changes in Net Assets for the Years Ended June 30, 2007 and 2006
(expressed in thousands)

Total
Governmental Business-Type Primary
Activities Activities Government
2007 2006 2007 2006 2007 2006
Revenues:
Program Revenues:
Charges for Services $ 2,751,043 § 1,920,700 $ 1,715,445 § 1,744,522 % 4,466,488 % 3,665,222
Operating Grants and
Contributions 10,041,218 9,393,686 4,214,533 4,374,153 14,255,751 13,767,839
Capital Grants and Contributions 1,213,420 1,032,961 48,490 45965 1,261,910 1,078,926
General Revenues:
Taxes 17,875,984 16,159,593 - - 17,875,984 16,159,593
Rents and Royaltics - - 47 - 47 -
Unrestricted Investment Income 470,480 196,422 147,034 110,942 617,514 307,364
Unclaimed Property 140,367 107,149 - - 140,367 107,149
Other 54,317 958,131 - - 54,317 958,131
Total Revenues $ 32546829 $ 29,768,642 $ 6,125,549 § 6,275,582 $§ 38672378 § 36,044,224

(continued)
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State of Georgia
Changes in Net Assets for the Years Ended June 30, 2007 and 2006 (continued)
(expressed in thousands)

Total
Governmental Business-Type Primary
Activities Activities Government
2007 2006 2007 2006 2007 2006
Expenses:

General Govemnment b3 1,830,659 § 1,562,693 § - $ - 3 1,830,659 §$ 1,562,693
Education 9,948,891 9,030,145 - - 9,948,891 9,030,145
Health and Welfare 11,764,652 11,238,207 - - 11,764,652 11,238,207
Transportation 1,705,285 1,624,369 - - 1,705,285 1,624,369
Public Safety 1,891,555 1,715,838 - - 1,891,555 1,715,838
Economic Development and

Assistance 759,979 696,800 - - 759,979 696,800
Culture and Recreatoin 286,132 263,813 - - 286,132 263,813
Conservation 102,149 60,660 - - 102,149 60,660
Interest and Other Charges on

Long-Term Debt 385,449 326,741 - - 385,449 326,741
Georgia Technology Authority - - - 176,153 - 176,153
Higher Education Fund - - 5,592,755 5,292,112 5,592,755 5292112
State Employees’ Health

Benefit Fund - - 1,868,431 2,182,743 1,868,431 2,182,743
State Road and Tollway Authortiy 12,845 12,845
Unemployment Compensation - - 626,058 582,171 626,058 582,171

Total Expenses $ 28674751 § 26519266 $ 8,100,089 § 8,233,179 § 36,774,840 § 34,752,445
Increase (Decrease) in Net Assets
BeforeTransfers 3 3,872,078 % 3249376 % (1,974,540) § (1,957,597) % 1,897,538 % 1291,779
Transfers (2,478,882) (2,306,278) 2,478,882 2,306,278 - -
Change in Net Assets $ 1,393,196 $ 943,098 $ 504,342 § 348681 $ 1,897,538 § 1,291,779
Net Assets, July 1 - Restated 14,042,439 13,490,418 6,431,144 6,180,422 20,473,583 19,670,840
Net Assets, June 30 3 15,435,635 § 14,433,516 $ 6935486 § 6,529,103 $ 22,371,121 § 20,962,619

Governmental Activities

Governmental activities increased the State’s net assets (including restatement of the prior year balance) by $1.4
billion. The increase in the net assets of governmental funds resulted primarily from governmental fund tax
revenues exceeding revenue estimates (described below) and increased lottery receipts. The beginning balance
for net assets of the State’s governmental activities was restated by $517 million. The majority of the prior year
restatement resulted from the reclassification of a portion of the activity of the State Road and Tollway Authority
from a discretely presented component unit to a Special Revenue Fund.

Governmental revenues account for approximately 84 percent of total revenue. Approximately 55 percent of
governmental revenue came from taxes, while 35 percent resulted from grants and contributions (95 percent of
which are federal revenues). Charges for various goods and services provided 9 percent of the revenues. The
State’s expenses cover a range of services. The largest outlays were for education (40 percent), including
transfers to higher education (8 percent), and health and welfare (38 percent) which, combined, accounted for 78
percent of total governmental activity expenses and transfers. In fiscal year 2007, governmental activity expenses
and transfers were funded 49 percent, or $14.0 billion, from program revenues and 51 percent from general
revenues (96 percent of which are taxes).
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bridges in the State ($1.2 billion appropriated to the Georgia Department of Transportation [GDOT], $61 million
committed to subsequent appropriation to GDOT), 3) to administer education programs funded by the State’s
lottery ($897 million), and 4) for a variety of other restricted purposes ($450 million).

The General Fund is the chief operating fund of the State. At the end of the current fiscal year the General Fund
reflected no unreserved, undesignated fund balance, while total fund balance reached $5.6 billion.

Economic growth continued through the current fiscal year, resulting in collections of general revenues exceeding
estimates used in the budget by $652 million. The State maintained moderate growth in expenditures which
contributed to an increase ($1.3 billion) in fund balance for the General Fund. By the end of the year, fund
balance for the General Fund had grown 30.7 percent from the prior year restated amount.

The Capital Projects Fund, in total, has a fund balance of $1.5 billion, most of which is designated for future
capital outlay. The State has five capital projects funds, with one being considered a major fund for presentation
purposes for fiscal year 2007. The major capital projects fund, as mentioned earlier, is the Georgia State
Financing and Investment Commission (GSFIC); the total fund balance for GSFIC is $1.47 billion. The total net
increase in fund balance during the current year in the capital projects fund ($268 million) resulted from the
proceeds from the issuance of bond debt in excess of the use of such proceeds for construction and equipment.

Proprietary Funds
The State’s proprietary funds provide the same type of information found in the government-wide financial
statements, but in greater detail.

BUDGETARY HIGHLIGHTS

The final budget exceeded original appropriations by approximately $8.4 billion. This increase resulted primarily
from $2.9 billion of federal revenues, and $4.9 billion of other revenues being amended into the budget by the
State organizations that anticipated earning the funds. Additionally, the State’s Supplementary Appropriations
Act increased budgeted state general revenues by $504 million.

At fiscal year end, funds available were approximately $2.4 billion less than final budgetary estimates and
expenditures were approximately $3.5 billion less than final budgetary estimates, resulting in an excess of funds
available over expenditures of approximately $1.1 billion.

Excesses of state funds existing as of the end of each fiscal year are reserved and added to the budgetary Revenue
Shortfall Reserve. The reserve cannot exceed 10 percent of the previous fiscal year net budgetary revenue for any
given fiscal year and up to 1 percent of the preceding fiscal year’s budgetary net revenue collections may be
appropriated from the reserve to fund increased K-12 educational needs. The State’s economic growth, as
indicated above, contributed to an increase of $767 million in the Revenue Shortfall Reserve for the current year,
resulting in the fiscal year 2007 balance of $1.73 billion. The reserve amount was 9.2 percent of budgetary net
revenue collections and $188 million of the reserve is available to fund increased K-12 needs.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The State of Georgia’s investment in capital assets for its governmental and business-type activities as of June 30,
2007, was $36.5 billion, less accumulated depreciation of $13.6 billion (net book value of $22.9 billion).
Investment in capital assets includes land, buildings and building improvements, improvements other than
buildings, personal property (machinery and equipment), infrastructure and construction in progress.
Infrastructure assets are items that are normally immovable and of value only to the State, such as roads, bridges,
streets and sidewalks, drainage systems, lighting systems, and similar items.
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The total increase in the State of Georgia’s investment in capital assets for the current fiscal year was $2.8 billion,
or 8.4 percent (an 8.3 percent increase for governmental activities and an 8.6 percent increase for business-type
activities). Accumulated depreciation increased $1.2 billion or 10.0 percent (an 11.7 percent increase for
governmental activities and a 4.6 percent increase for business-type activities). Capital assets, net of accumulated
depreciation, the balances of which are reflected below, changed from the prior year as follows: land increased
$317 million or 15 percent (primarily purchases for transportation), buildings and building improvements
increased $375 million or 7 percent, improvements other than buildings decreased $5 million or 3 percent,
machinery and equipment increased $290 million or 34 percent, software decreased $15 million or 35 percent,
library collections increased $14 million or 9 percent, works of art and collections increased $11 million or 51
percent, infrastructure increased $498 million or 5 percent and construction in progress increased $114 million or
4 percent.

State of Georgia
Capital Assets, Net of Accumulated Depreciation as of June 30, 2007 and 2006
(expressed in thousands)

Governnental Business-Type Total Primary
Activities _Activities __Government
2007 2006 2007 2006 2007 2006

Land $ 2222763 § 1,917,548 $ 235,655 % 223,606 $ 2458418 § 2,141,154
Buildings and Building Improvements 1,858,250 1,840,017 3,992,256 3,635,036 5,850,506 5,475,053
Improvements Other Than Buildings 40,367 43,180 161,935 164,401 202,302 207,581
Machinery and Equipment 255,219 225978 891,831 630,845 1,147,050 856,823
Software 27,099 29,810 432 12,329 27,531 42,139
Library Collections - - 165,650 151,781 165,650 151,781
Works of Art and Collections 1,872 1,892 32,068 20,551 33,940 22,443
Infrastructure 9,610,019 9,013,694 116,497 215,171 9,726,516 9,228,865
Construction in Progress 3,094,547 3,005,536 195,372 170,473 3,289919 3,176,009
Total $ 17,110,136 § 16,077,655 % 5,791,696 § 5224193 § 22,901,832 § 21,301,848

Additional information on the State’s capital assets can be found in Note 6 to the financial statements of this
report.

Debt Administration

At the end of the current fiscal year, the State had total bonded debt outstanding of $8.8 billion. As illustrated
below, substantially all of this amount is backed by the full faith and credit of the government (gereral obligation
debt). The remaining debt represents guaranteed revenue bonds ($633 million) which are to be repaid from
specified revenue sources, but the full payment of which is guaranteed by the State in accordance with the State’s
Constitution and revenue bonds ($444 million) secured solely by specified revenue sources.

The most current general obligation bond ratings for Moody’s Investors Service, Fitch Investors Service, L.P.,
and Standard and Poor’s Corporation are Aaa, AAA and AAA, respectively. Under the State’s Constitution the
highest aggregate annual debt service requirement (general obligation and guaranteed revenue debt) may not
exceed 10 percent of the previous fiscal year’s revenue collections. The State’s current highest annual debt
service requirement is 5.7 percent of the previous fiscal year’s revenue collections.



State of Georgia
Outstanding Bond Debt as of June 30, 2007 and 2006
(expressed in thousands)

Governmental Business-Type Total Primary
Activities Activities Government
2007 2006 2007 2006 2007 2006
General Obligation Bonds 3 7,688,919 $ 6,909,343 3 -3 -3 7,688,919 § 6,909,343
Revenue Bonds 1,037,993 - 38,540 - 1,076,533 -

$ 8,726,912 § 6,909,343 § 38,540 $ - 8 8,765452 $ 6,909,343

The State of Georgia’s total long-term liabilities increased by $2.3 billion (28.1 percent) during the current fiscal
year. The key factors contributing to this change are a net increase of $780 million in general obligation bonds
due to the new bond issues exceeding maturities, the issuance of Federal Highway Grant Anticipation Revenue
Bonds of $360 million, the issuance of Federal Highway Reimbursement Revenue Bonds of $90 million and a net
increase of $365 million in capital lease obligations. The increase in capital lease obligations was primarily (99
percent) in the Higher Education Fund.

Additional information on the State of Georgia’s long-term debt can be found in Note 12 of the notes to the
financial statements of this report.

ECONOMIC FACTORS

The trend for economic growth in the U. S. has been similar for the State of Georgia. On January 11, 2008, the
Department of Revenue announced that net revenue collections during the month of December for fiscal year
2008, increased by $470 thousand or less than 1 percent from the same period in fiscal year 2007. The year-to-
date collections for December 2007 increased by $348 million or 4.2 percent from the prior year.

The Georgia Department of Labor reported the November 2007 unemployment rate to be 4.2 percent, or 205,722
of a civilian labor force of 4.9 million, down from the prior month’s rate of 4.7 percent. The November 2007 rate
also indicated a decrease of 0.2 percent from the same month of the prior year.

Total non-farm employment continues to expand in Georgia. Job additions as measured by the increase in total
non-farm employment from September 2006 through September 2007 as reported by the Bureau of Labor
Statistics totaled 74,300 jobs, an increase of 1.8 percent. This compares to the U.S. employment growth rate of
about 1.2 percent for the same period.

The housing sector in Georgia has slowed. Home permits issued in August 2007 were approximately 30 percent
below the number of permits issued in August 2006 calculated on a three month moving average basis. Although
construction activity has slowed, housing price indicators show that overall home prices in the state are not falling
as they are in many regional markets. The Office of Federal Housing Enterprise Oversight (OFHEO) index
indicates that the median price of homes in Georgia increased about 4.7 percent in the second quarter of 2007 over
the prior year compared to 3.2 percent for the U. S. The S&P/Case Shiller repeat purchase index indicates that
prices in the metropolitan Atlanta area increased 1.2 percent in July 2007 over July 2006. For a composite of
twenty metropolitan areas, this index decreased 3.9 percent over this period.

17



REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the State of Georgia’s finances for all of
Georgia’s citizens, taxpayers, customers, and investors and creditors. This financial report seeks to demonstrate
the State’s accountability for the money it receives. Questions concerning any of the information provided in this
report or requests for additional information should be addressed to: State Accounting Office, 200 Piedmont

Avenue, Suite 1604 West Tower, Atlanta, Georgia 30334-9010.
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BASIC FINANCIAL STATEMENTS




State of Georgia

Statement of Net Assets

June 30, 2007

(expressed in thousands)

Assets
Cash and Cash Equivalents
Investments
Accounts Receivable (Net)
Interest and Dividends
Notes and Loans
Taxes
Other
Internal Balances
Due From Primary Government
Due From Component Units
Intergovernmental Receivables
Inventories
Prepaid Items
Other Assets
Restricted Assets
Cash and Cash Equivalents
Investments
Receivables
Loans (Net)
Interest and Dividends
Other
Advances to Component Units
Deferred Charges
Capital Assets
Nondepreciable

Depreciable (Net of Accumulated Depreciation)

Total Assets

Liabilities

Accounts Payable and Other Accruals

Due to Primary Government
Due to Component Units
Salaries/Withholdings Payable
Benefits Payable

Accrued Interest Payable
Contracts Payable
Commercial Paper Payable

Undistributed Local Government Sales Tax

Funds Held for Others
Unearned Revenue

Deposits

Claims and Judgments Payable

Liabilities Payable from Restricted Assets

Other Liabilities
Noncurrent Liabilities:

Due within one year

Due in more than one year
Total Liabilities

Primary Government

Govermnmental Business-Type Component
Activities Activities Total Units

4,009,365 $ 2,460,744 § 6,470,109 $ 960,494
3,738,181 399,828 4,138,009 3,112,240
61,756 — 61,756 19,372
1,547 44,270 45817 1,441,921
1,676,415 — 1,676,415 311
509,631 316,657 826,288 1,103,885
108,460 (108,460) 0 =
— — 0 4,544
16,181 74,293 90,474 94,982
1,304,248 53,271 1,357,519 13,714
53,708 29,113 82,821 16,915
42,296 48,694 90,990 13,010
1,327 26,760 28,087 128,145
40,574 — 40,574 187,386
1,569 — 1,569 379,095
— o 0 616,802
— —_— 0 5,298
— —_ 0 131
14,475 2,003 16,478 -
15,637 —_ 15,637 15,076
5,318,686 462,181 5,780,867 522,904
11,791,450 5,329,515 17,120,965 1,440,690
28,705,506 3 9,138,869 § 37,844,375 § 10,076,915
2,327,237 § 129,990 § 2,457,227 § 288,278
— —_ 0 90,474
57 4,487 4,544 94,982
56,562 19,000 75,562 10,816
746,442 220,440 966,882 —
126,176 — 126,176 3,664
67,472 18,522 85,994 751
45,000 — 45,000 —
140,700 _ 140,700 —
122,388 61,327 183,715 23,612
218,903 276,663 495,566 678,268
8,431 28,088 36,519 —
342,358 — 342,358 —
— — 0 15,514
3,711 10,792 14,503 113,267
750,026 144,313 894,339 182,475
8,314,408 1,289,761 9,604,169 2,750,392
13,269,871 § 2,203,383 % 15,473,254 3 4,252,493

The notes to the financial statements are an integral part of this statement,
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State of Georgia

Statement of Net Assets
June 30, 2007

(expressed in thousands)

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted for:
Bond Covenants/Debt Service
Construction
Guaranteed Revenue Debt Common Reserve Fund
Loan and Grant Programs
Lottery for Education
Motor Fuel Tax Funds
Permanent Trusts:
Nonexpendable
Expendable
Unemployment Compensation Benefits
Other Purposes
Unrestricted

Total Net Assets

Primary Government

Governmental Business-Type Component
Activities Activities Total Units

10,804,344 § 4,582,190 § 15,386,534 % 954,567
R — 0 60,054
— — 0 12,386
71,691 — 71,691 —
— —_— 0 41,628
896,530 — 896,530 —
1,276,775 —_— 1,276,775 —
14 133,768 133,782 877,647
i 215,543 215,543 918,724
— 1,474,544 1,474,544 —
153,240 53,935 207,175 2,376
2,233,041 475,506 2,708,547 2,957,040
15,435,635 % 6,935,486 § 22,371,121 § 5,824,422

The notes to the financial statements are an integral part of this statement.
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State of Georgia

Statement of Activities

For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Functions/Programs
Primary Government

Governmental Activities:
General Government
Education
Health and Welfare
Transportation
Public Safety
Economic Development and Assistance
Culture and Recreation
Conservation
Interest and Other Charges on Long-Term Debt
Total Governmental Activities

Business-Type Activities:
Higher Education Fund
State Employees' Health Benefit Plan
Unemployment Compensation Fund
State Road and Tollway Authority
Total Business-Type Activities
Total Primary Government

Component Units
Georgia Environmental Facilities Authority
Georgia Housing and Finance Authority
Georgia Lottery Corporation
Georgia Tech Foundation, Incorporated
Nonmajor Component Units

Total Component Units

The notes to the financial statements are an integral part of this statement.

22

Program
Sales and Operating
Charges for Grants and
Expenses Services Contributions

1,830,659 § 1,653,554 $ 99,030
9,948,891 2,102 1,573,470
11,764,652 504,520 7,400,929
1,705,285 24,848 274,033
1,891,555 334,033 147,916
759,979 78,821 457,432
286,132 146,877 37,386
102,149 6,288 51,022
385,449 — —
28,674,751 § 2,751,043 10,041,218
5,592,755 § 1,694,368 1,588,503
1,868,431 — 2,013,288
626,058 223 612,742
12,845 20,854 ——
8,100,089 $ 1,715,445 4,214,533
36,774,840 § 4,466,488 14,255,751
31,897 § 36,242 65,383
92,199 46,097 41,803
3,186,980 3,183,453 —
115,988 17,060 52,201
1,756,246 1,063,887 617,154
5,183,310 § 4,346,739 776,541

General Revenues:
Taxes
Personal Income Taxes
General Sales Taxes
Other Taxes
Unrestricted Investment Income
Unclaimed Property
Other
Payments from the State of Georgia
Contributions to Permanent Endowments
Transfers
Total General Revenues, Contributions to Permanent
Endowments and Transfers
Change in Net Assets
Net Assets - Beginning - Restated (Note 3)
Net Assets - Ending



Revenues Changes in Net Assets
Capital Primary Government
Grants and Governmental Business-Type Component
Contributions Activities Activities Total Units
$ 19,047 § (59,028) § — § (59,028) $ —
— (8,373,319) — (8,373,319) —
—_ (3,859,203) — (3,859,203) —
1,177,742 (228,662) —_— (228,662) —_
4,745 . (1,404,861) — (1,404,861) —
9,028 (214,698) — (214,698) —
2,858 (99,011) — (99,011) S
—_ (44,839) — (44,839) —
— (385,449) — (385,449) —
$ 1,213,420 $ (14,669,070) $ — § (14,669,070) $ —
$ 48,490 § — 3 (2,261,394) § (2,261,394) § —
— — 144,857 144,857 e
— —_ (13,093) (13,003) —
— — 8,009 8,009 —
$ 48,490 §$ — 5 (2,121,621) $ (2,121,621) $ —
$ 1,261,910 § (14,669,070) $ (2,121,621) $ (16,790,691) $ —
$ 65,613 § — § — § — § 135,341
— e — — (4,299)
o — — — (3,527)
— —_ — _ (46,727)
69,646 — — — (5,559)
$ 135,259 § — § — § — § 75,229
$ 8,778,933 § — 3 8,778,933 § —
6,662,730 —_ 6,662,730 —
2,434,321 — 2,434,321 28,100
470,480 147,034 617,514 458,161
140,367 — 140,367 —
54,317 47 54,364 17,275
— — 0 73,564
— — 0 53,874
(2,478,882) 2,478,882 0 —
$ 16,062,266 $ 2,625,963 § 18,688,229 § 630,974
$ 1,393,196 $ 504,342 § 1,897,538 % 706,203
14,042,439 6,431,144 20,473,583 5,118,219
$ 15,435,635 $ 6,935,486 § 22,371,121 § 5,824,422

23



State of Georgia

Balance Sheet
Governmental Funds
June 30, 2007

(expressed in thousands)

Assets
Cash and Cash Equivalents
Investments
Receivables (Net of Allowances for Uncollectibles)
Taxes
Interest and Dividends
Notes and Loans
Other
Dug from Other Funds
Due from Component Units
Intergovernmental Receivables
Inventories
Prepaid Items
Restricted Assets
Cash and Cash Equivalents
Investments
Advances to Component Units
Other Assets

Total Assets

Liabilities and Fund Balances
Liabilities:
Accounts Payable and Other Accruals
Due to Other Funds
Due to Component Units
Salaries/Withholdings Payable
Benefits Payable
Contracts Payable
Undistributed Local Government Sales Tax
Funds Held for Others
Deferred Revenue
Commercial Paper Payable
Other Liabilities

Total Liabilities

Fund Balances:
Reserved for Advances
Reserved for Encumbrances
Reserved for Georgia Academy for the Blind
Reserved for Guaranteed Revenue Debt Common Reserve Fund
Reserved for Inventories
Reserved for Lottery for Education
Reserved for Roads and Bridges (Motor Fuel Tax Funds)
Reserved for Unissued Debt/Debt Service
Reserved for Other Specific Purposes
Unreserved
Designated for Capital Qutlay
Designated for Revenue Shortfall
Education (K - 12)
Other

Designated for Other Specific Purposes (Tobacco Settlement Funds and Other)

Unreserved, Undesignated. Reported in
General Fund
Special Revenue Funds
Capital Projects Funds

Total Fund Balances

Total Liabilities and Fund Balances

The notes to the financial statements are an integral part of this statement.
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Georgia State
Financing and

General Investment Nonmajor

Fund Commmission Funds Total
3,390,400 $ 6365 $ 440,983 $ 3,837.748
1,967,946 1,533,397 71,793 3,573,136
1.676.415 —_ — 1.676.415
61.756 — — 61.756
1,547 — -_ 1.547
478.395 -_ 277 478,672
311.577 _— 407 311,984
13.292 — — 13.292
1,304,175 — —_ 1,304,175
45,106 — — 45,106
41212 — 15 41,227
—_— — 40,574 40,574
—_ _ 1,569 1,569
17.166 —_ — 17,166
1,326 — —_— 1,326
9310313 % 1,539.762 % 555618 % 11,405,693
2290711 $ 21,869 $ 227 $ 2,312,807
135.644 -_ 319,287 454931
57 — — 57
56.531 —_ bl 56.531
746.442 -— -_ 746,442
30.983 36,488 —_ 67.471
140,700 — —_— 140,700
122,386 — —_ 122.386
218,557 -_ —_ 218,557
— —_— 45,000 45,000
3,515 8,426 196 12,137
3,745,526 § 66,783 § 364710 $ 4,177,019
17,166 % — $ — 3 17,166
863917 —_— —_ 863917
— —_ 14 14
71,691 — — 71,691
40,770 - —_ 40,770
896,530 — - 896,530
1,276,775 — —_— 1,276,775
150,865 — e 150.865
169,985 —_— — 169985
— 1.472,979 —_ 1,472,979
188,404 — — 188.404
1,544,595 _— — 1,544,595
344,089 —_— _ 344,089
— —_ — 0
—_ —_ 187.585 187.585
— — 3.309 3,309
5,564,787 % 1,472979 % 190,908 $ 7,228,674
9310313 $ 1,539,762 § 555618 % 11,405,693




State of Georgia

Reconciliation of the Balance Sheet - Governmental Funds
to the Statement of Net Assets
June 30, 2007

(expressed in thousands)

Total Fund Balances - Governmental Funds

Amounts reported for governmental activities in the Statement of Net Assets are different because:

Capital Assets used in governmental activities are not financial resources and, therefore, are not
reported in the funds. These assets consist of:

Land
Buildings and Building Improvements
Improvements Other Than Buildings
Equipment
Infrastructure
Construction in Progress
Works of Art
Software
Accumulated Depreciation

Bond issuance costs are reported as expenditures in the funds. However, issuance costs are deferred
and amortized over the life of the bonds and are included in governmental activities
in the Statement of Net Assets.

Internal service funds are used by management to charge the costs of certain activities to individual
funds. The assets and liabilities of a majority of the internal service funds are included in
governmental activities in the Statement of Net Assets.

Certain long-term liabilities and related accrued interest are not due and payable in the current
period and, therefore, are not reported in the funds.
General Obligation Bonds
Premiums
Deferred Amount on Refunding
Accrued Interest Payable
Revenue Bonds
Premiums
Accrued Interest Payable
Capital Leases
Compensated Absences
Long-Term Notes
Arbitrage Rebate

Total Net Assets - Governmental Activities

The notes to the financial statements are an integral part of this statement.
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7,228,674

16,792,165

15,637

576,174

(9,177,015)

15,435,635




State of Georgia

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Revenues:
Taxes $
Licenses and Pennits
Intergovernmental - Federal
Intergovernmental - Other
Sales and Services
Fines and Forfeits
Interest and Other Investment Income
Rents and Royalties
Contributions and Donations
Penalties and Interest on Taxes
Unclaimed Property
Lottery Proceeds
Nursing Home Provider Fees
Other

Total Revenues $

Expenditures:
Current;
General Government $
Education
Health and Welfare
Transportation
Public Safety
Economic Development and Assistance
Culture and Recreation
Conservation
Capital Outlay
Debt Service
Principal
Interest
Accrued Interest on Bonds Retired in Advance
Discount on Bonds Retired in Advance
Other Debt Service Expenditures
Intergoverninental

Total Expenditures $
Excess (Deficiency) of Revenues Over (Under) Expenditures $

Other Financing Sources (Uses):
Debt Issuance - General Obligation Bonds $
Debt Issuance - Refunding Bonds
Debt Issuance - Revenue Bonds
Debt Issuance - General Obligation Bonds - Premium
Debt Issuance - Refunding Bonds - Premium
Debt Issuance - Revenue Bonds - Premium
Debt Issuance - Refunding Bonds - Accrued Interest
Payment to Refunded Bond Escrow Agent
Capital Leases
Transfers In
Transfers Out

Net Other Financing Sources (Uses) $
Net Change in Fund Balances 3

Fund Balances. July 1
Adjustments (Note 3)

Fund Balances, June 30 $

The notes to the financial statements are an integral part of this statement.
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Georgia State
Financing and

General Investiment Nonmajor

Fund Commission Funds Total
17,875,985 § — 3 — 3 17.875.985
649,930 —_ - 649.930
10,648,457 —— —_ 10,648.457
401,393 —_ 244 401,637
687,164 — 13 687,277
344,139 —_ -— 344.139
330,140 84,807 28.279 443,226
17.039 — 76 17,115
8,202 —_ 248 8.450
7.045 — - 7.045
140,367 — — 140,367
853,641 —_ — 853.641
111.768 - — 111,768
225,562 — 141 225,703
32,300,832 $ 84,807 § 29,101 § 32,414,740
1,206,357 $ 687 $ 13 % 1,207,057
9,945.326 bl 1 9.945,327
11,724,373 —_ - 11,724,373
2,620,959 — 7.116 2.628.075
1,841,350 —_— — 1.841.350
737.996 - 2,002 739,998
293.620 — — 293.620
101,773 — — 101,773
—_ 474,021 29 474.050
aeem e 679,216 679.216
b —_— 409.632 409.632
— — 128 128
— —_ (13.600) (13.600)
— 2.399 218 2,617
f— 324,056 p— 324,056
28471754 % 801,163 % 1,084,755 § 30.357.672
3,829.078 § (716,356) $ (1.055.654) § 2.057.068
— % 1,410,648 § — % 1,410,648
_ —_— 213.720 213,720
—_— — 450,000 450,000
—_ 1,894 —_ 3.894
— — 18,922 18.922
_— - 19,967 19,967
— — 742 742
— — (235,516) (235.516)
777 — — T
817,488 31.983 1,076,081 1,925.552
(3.339,021) (456,603) (416.330) (4,211,954)
(2,520,756) § 989922 % 1.127.586 % (403.248)
1,308,322 % 273,566 % 71.932 § 1,653,820
4,266,823 1,199.413 10.499 5.476,735
(10,358) - 108.477 98,119
5,564,787 § 1472979 § 190908 § 7,228,674




State of Georgia

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances -

Governmental Funds to the Statement of Activities
For the Fiscal Year Ended June 30, 2007
(expressed in thousands)

Net Change in Fund Balances - Governmental Funds

Amounts reported for governmental activities in the Statement of Activities are different because:

Capital outlays are reported as expenditures in governmental funds. However, in the Statement of
Activities, the cost of those assets is allocated over their estimated useful lives as depreciation
expense. This is the amount by which capital outlays exceeded depreciation in the
current period.

Capital outlay (net of losses), net of transfers to Business-Type Activities, Component Units

and outside organizations. S

Depreciation expense

Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the funds.

Bond proceeds (net of issuance costs and payments to refunding escrow) provide current
financial resources to governmental funds; however, issuing debt increases long-term liabilities
in the Statement of Net Assets.

Some capital additions were financed through capital leases. In governmental funds, a capital lease
arrangement is considered a source of financing, but in the Statement of Net Assets, the lease
obligation is reported as a liability.

Repayment of long-term debt is reported as an expenditure in governmental funds, but the repayment
reduces the long-term liabilities in the Statement of Net Assets. Payments were made on the
following long-term liabilities:

General Obligation Bonds 3

Revenue Bonds
Contracts
Notes

Capital Leases

Internal service funds are used by management to charge the costs of certain activities to individual
funds. The incorporation of the external activities of these funds, and the elimination of profit/loss
generated by primary government customers results in net revenue (expense) for Govemnmental
Activities.

Some items reported in the Statement of Activities do not require the use of current financial resources
and therefore are not reported as expenditures in the governmental funds. This adjustment
combines the net changes in the following balances:

Compensated Absences

Accrued Interest on Bonds Payable

Arbitrage Rebate

Amortization of Deferred Amount on Refunding
Amortization of Bond Premiums

Allocation of Deferred Bond Issuance Costs

Change in Net Assets - Governmental Activities

The notes to the financial statements are an integral part of this statement.
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1,653,820
1,923,405
(976,945) 946,460
15,395
(2.072.807)
(777)
853,155
47,955
5374
228
2,057 908,769
24,429
(55,964)
2,385
(5.921)
2,435
(25,256)
228 (82,093)
1,393,196




State of Georgia

Statement of Net Assets
Proprietary Funds
June 30, 2007

(expressed in thousands)

Assets

Current Assets:
Cash and Cash Equivalents
Investments

Accounts Receivable (Net of Allowances for Uncollectibles)

Due From Other Funds
Due From Component Units
Intergovernmental Receivables
Inventories
Prepaid Items
Other Assets
Noncurrent Assets:
Restricted Cash and Cash Equivalents
Investments
Notes Receivable
Advances to Component Units
Capital Assets:
Land
Buildings and Building Improvements
Improvements Other Than Buildings
Machinery and Equipment
Software
Library Collections
Works of Art and Collections
Infrastructure
Construction in Progress
Accumulated Depreciation

Total Assets

The notes to the financial statements are an integral part of this statement.

$

Business-Type Activities - Enterprise Funds

Nonmajor
Fund
State State
Higher Employees' Unemployment Road and
Education Health Benefit Compensation Tollway

Fund Plan Fund Authority
704,639 $ 337,359 § 1,396,129 6,813
136,186 70,276 —_ -
174,308 29,068 113,223 56
- — —_— 8.447
74,293 — —_ e
52,940 — 331 —_
28,255 — — 858
48,694 — — —
20 — — 26,740
15,649 — —_ 66
120,395 50,007 — 22,964
44,270 — - —_—
2,003 —_ — —_—
235,655 — —_— -_
5,557,297 — — 4,938
272,981 — —_ 2,517
1,772,241 — — 4,787
-_ -_ —_— 685
650,187 e -_ e
32,512 — —_— —_—
170,383 - e e
195,372 — -— —

(3,097,562) — — (10,303)

7,190,718 § 486,710 § 1,509,683 68,568
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Governmental

Activities -
Internal
Service
Total Funds
2,444940 § 171,706
206,462 31,948
316,655 30,926
8,447 182,478
74,293 198
53,271 73
29,113 8,602
48,694 1,070
26,760 —
15,715 -—
193,366 133,097
44270 —
2,003 —_—
235,655 21,530
5,562,235 397,717
275,498 5,160
1,777,028 116,469
685 58,094
650,187 —_—
32,512 1,240
170,383 —_
195,372 —
(3,107,865) (282,233)
9,255,679 § 878,075
(continued)
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State of Georgia

Statement of Net Assets
Proprietary Funds (continued)
June 30, 2007

(expressed in thousands)

Liabilities
Current Liabilities:
Accounts Payable and Other Accruals
Due to Other Funds
Due to Component Units
Salaries/Withholdings Payable
Benefits Payable
Contracts Payable
Funds Held for Others
Unearmed Revenue
Deposits
Claims and Judgments Payable
Compensated Absences Payable - Current
Capital Leases/Installment Purchases Payable - Current
Notes Payable - Current
Other Current Liabilities
Current Liabilities Payable from Restricted Assets
Unearned Revenue
Deposits
Accrued Interest Payable
Revenue Bonds Payable
Noncurrent Liabilities:
Due to Component Units
Unearned Revenue
Compensated Absences Payable
Capital Leases/Installment Purchases Payable
Notes Payable
Revenue Bonds Payable
Unamortized Premium
Deferred Amount on Refunding
Other Noncurrent Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted for:
Capital Projects
Distance Leamning and Telemedicine
Permanent Trusts:
Nonexpendable
Expendable
Surplus Property Working Capital
Unemployment Compensation Benefits
Unrestricted

Total Net Assets

$

Business-Type Activities - Enterprise Funds

Nonmajor
Fund
State State
Higher Employees' Unemployment Road and
Education Health Benefit Compensation Tollway
Fund Plan Fund Authority
118299 § 2,757 8,601 54
47,175 _ — -
987 —_ - —
18,988 12 — —
27,147 179,907 13,386 —_—
18,522 — — —_
61,327 —_ _ —_
197,339 56,079 13,152 —
28,088 —_ _ —_—
102,026 109 —_ —
34,469 — — —
303 —_ _— —
6,617 —_ — 421
-— —_ — 2,909
-_— —_— —_ 113
— — — 938
— — —_— 7.200
3,500 — — —_
10,093 — —
81,308 138 —_— _
1,167,055 — — —
9,174 — —_— —
—_ — — 32,395
_ —_— _ 422
_ —_ —_— (1,477)
746 — —_ e
1,933,163 $ 239,002 35,139 42,975
4,579,559 § —_ —_ 2,625
53,935 —_ —_ —_
133,768 _— —_— —_—
215,543 —_ _ —_—
— — 1,474,544 _—
274,750 247,708 — 22,968
5,257,555 % 247,708 1,474,544 25,593

Adjustment to reflect the consolidation of Internal Service Fund activities related to Enterprise Funds.

Net Assets of Business-Type Activities

The notes to the financial statements are an integral part of this statement.
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Governmental
Activities -
Internal
Service
Total Funds

129,711 § 14,710
47,175 768
987 —
19.000 29
220,440 —
18,522 —
61,327 2
266,570 347
28,088 6
0 342,358
102,135 4,036
34,469 2,337
303 —
7,038 —

2,909 —_
113 _—
938 —

7,200 —

3,500 —
10,093 —
81,446 4,599
1,167,055 2,623
9,174 —
32,395 —
422 —
(1,477) —
746 —

2,250,279 § 371,815

4,582,184 $ 313,017

53,935 —
0 814

133,768 —_
215,543 —
0 2,355
1,474,544 _—
545,426 190,074

7,005,400 § 506,260
(69,914)

6,935,486
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State of Georgia

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds

For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Operating Revenues:
Operating Grants and Contributions/Premiums
Rents and Royalties
Sales and Services
Tuition and Fees
Less: Scholarship Allowances
Other

Total Operating Revenues

Operating Expenses:
Personal Services
Services and Supplies
Scholarships and Fellowships
Benefits
Claims and Judgments
Depreciation
Amortization

Total Operating Expenses
Operating Income (Loss)

Nonoperating Revenues (Expenses):
Grants and Contributions
Interest and Other Investment Income
Interest Expense
Other

Total Nonoperating Revenues ( Expenses)
Income (Loss) Before Contributions and Transfers
Capital Contributions

Transfers:
Transfers In
Transfers Out

Net Transfers
Change in Net Assets

Net Assets, July 1 (Restated)

Net Assets, June 30

$

Business-Type Activities

State
Higher Employees' Unemployment
Education Health Benefit Compensation
Fund Plan Fund

1,386,963 §$ 2,013,288 612,742
4,891 —_ —
646,234 - -_
1,204,116 — —
(242,241) —_ —
81,368 — 223
3,081,331 § 2,013,288 612,965
3,189,908 % 5,209 —
1,805,838 25,893 —
229,124 — —
—_ 1,837,329 626,058
302,893 — -
5,527,763 § 1,868,431 626,058
(2,446,432) $ 144 857 (13,093)
201,540 § — —
61,444 23,07t 61,415
(54,544) — —
(2,433) — —
206,007 § 23,071 61,415
(2,240,425) § 167,928 48,322
263,921 § — —
2,270,147 $ _ —
(2,373) — —
2,267,774 § 0 0
291,270 § 167,928 48,322
4,966,285 79,780 1,426,222
5,257,555 $ 247,708 1,474,544

Adjustment to reflect the consolidation of Internal Service Fund activities related to Enterprise Funds.

Change in Net Assets of Business-Type Activities

The notes to the financial statements are an integral part of this statement.



- Enterprise Funds

Nonmajor
Fund Governmental
State Activities -
Road and Internal
Tollway Service
Authority Total Funds
— 4,012,993 § 84,649
47 4,938 45,342
20,854 667,088 228,098
— 1,204,116 —
—_— (242,241) —
— 81,591 537
20,901 § 5,728,485 § 358,626
1,627 3 3,196,744 §$ 78,838
3,593 1,835,324 218,078
—_— 229,124 —_—
—_— 2,463,387 —
— 0 76,715
791 303,684 27,161
4,958 4,958 —-
10,969 § 8,033,221 $ 400,792
9,932 § (2,304,736) $ (42,166)
— 3 201,540 $ —_
1,104 147,034 21,598
(1,876) (56,420) (252)
—_— (2,433) 14,324
(772) $ 289,721 $ 35,670
9,160 $ (2,015,015) $ (6,496)
— 263,921 $ 3,055
— 3 2,270,147 § 30,204
(4,408) (6,781) (10,264)
(4,408) $ 2,263,366 $ 19,940
4,752 § 512,272 § 16,499
20,841 489,761
25,593 $ 506,260
(7,930)
$ 504,342
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State of Georgia

Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Cash Flows from Operating Activities:
Cash Received from Customers
Cash Received from Grants and Required Contributions/Premiums
Cash Received from Tuition and Fees
Cash Paid to Vendors
Cash Paid to Employees
Cash Paid for Benefits
Cash Paid for Claims and Judgments
Cash Paid for Scholarships, Fellowships and Loans
Other Operating Items (Net)

Net Cash Provided by (Used in) Operating Activities

Cash Flows from Noncapital Financing Activities:
Transfers from Other Funds
Transfers to Other Funds
Other Noncapital Items (Net)

Net Cash Provided by Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities:
Capital Contributions
Proceeds from Sale of Capital Assets
Proceeds from Capital Debt
Acquisition and Construction of Capital Assets
Principal Paid on Capital Debt
Interest Paid on Capital Debt

Net Cash Used in Capital and Related Financing Activities

Cash Flows from Investing Activities:
Sale (Purchase) of Investments (Net)
Interest and Dividends Received

Net Cash Provided by (Used in) Investing Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, July 1

Cash and Cash Equivalents, June 30

Statement of Net Assets Reconciliation:
Current Assets
Noncurrent Assets

Total Cash and Cash Equivalents, June 30

The notes to the financial statements are an integral part of this statement.

Business-Type Activities

State

Higher Employees'

Education Health Benefit
Fund Plan

657,894 § —
1,358,528 2,017,974
966,856 —_—
(2,229,317) (25,228)
(2,694,894) (5,202)
— (1,904,772)
(243,233) —_—
96,464 —
(2,087,702) $ 82,772
2,270,147 $ —_
(2,373) —
221,889 —
2,489,663 § 0
86,736 $ —
10,718 —
7,000 —_—
(346,665) —_—
(31,554) —_
(52,749) —
(326,514) $ 0
29,585 § 9,285
46,201 23,071
75,786 § 32,356
151,233 § 115,128
569,055 222,231
720,288 § 337,359
704,639 $ 337,359
15,649 —
720,288 § 337,359




- Enterprise Funds

Nonmajor
Fund Governmental
State Activities -

Unemployment Road and Internal

Compensation Tollway Service

Fund Authority Total Funds
— 3 22,846 $ 680,740 $ 270,585
629,305 — 4,005,807 41,460
— — 966,856 —
-_— (4,772) (2,259,317) (211,338)
— (1,633) (2,701,729) (77,614)
(623,005) — (2,527,777) —
— — 0 (107,605)
— — (243,233) -—
223 — 96,687 81
6,523 16,441 § (1,981,966) $ (84,431)
— — 5 2,270,147 § 4,500
— (4,408) (6,781) (10,264)
— 4,582 226,471 71,076
0 174 $ 2,489,837 $ 65,312
— — 3 86,736 3 1,487
— — 10,718 15
i e 7,000 -
e (52) (346,717) (18,908)
—_ (6,915) (38,469) (2,382)
— (2,018) (54,767) (252)
0 (8,985) § (335499) $ (20,040)
— (1,855) § 37,015 $ 112,809
61,415 1,104 131,791 17,407
61,415 (751) $ 168,806 $ 130,216
67,938 6,879 § 341,178 § 91,057
1,328,191 —_— 2,119.477 80,649
1,396,129 6,879 $ 2,460,655 § 171,706
1,396,129 6,813 § 2,444.940 $ 171,706
_— 66 15,715 —
1,396,129 6,879 § 2,460,655 $ 171,706
(continued)
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State of Georgia

Statement of Cash Flows
Proprietary Funds (continued)
For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Operating Income (Loss)

Adjustments to Reconcile Operating Income (Loss) to Net Cash Provided by
(Used in) Operating Activities:
Depreciation/ Amortization Expense
Changes in Assets and Liabilities:
Decrease (Increase) in Accounts Receivable
Decrease (Increase) in Due From Other Funds
Increase in Due From Component Units
Increase in Intergovernmental Receivables
Increase in Inventories
Decrease (Increase) in Prepaid ltems
Decrease in Other Assets
Decrease in Notes Receivable
Increase (Decrease) in Accounts Payable and Other Accruals
Increase in Due to Other Funds
Increase (Decrease) in Salaries/Withholdings Payable
Increase (Decrease) in Benefits Payable
Increase in Funds Held for Others
Increase (Decrease) in Unearned Revenue
Decrease in Deposits
Decrease in Claims and Judgments Payable
Increase in Compensated Absences Payable
Increase (Decrease) in Other Liabilities

Net Cash Provided by (Used) in Operating Activities

Noncash Investing, Capital, and Financing Activities:
Acquisition of Capital and Other Assets through Capital Leases
Donation of Capital Assets
Net Increase (Decrease) in Fair Value of [nvestments
Other Noncash Items

The notes to the financial statements are an integral part of this statement.
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Business-Type Activities

State

Higher Employees'

Education Health Benefit
Fund Plan

(2,446,432) $ 144,857
302,893 —
(30,983) 6,678
(984) —_
920 —
401 _
1,151 —
46,836 665
253 6
(836) (67,443)
11,471 (1,992)
16,099 ]
11,509 —_
(2,087,702) $ 82,772
390,994 § —
92,381 —_
15,239 —_
233 —



- Enterprise Funds

Nonmajor
Fund Governmental
State Activities -
Unemployment Road and Internal
Compensation Tollway Service
Fund Authority Total Funds
$ (13,093) $ 9,932 § (2,304,736) $ (42,166)
— 5,749 308,642 27,161
20,580 (24) (3,749) (498)
— 2,025 2,025 (45,325)
— — 0 (105)
(178) — (178) (15)
— (778) (1,762) (383)
— — 920 (816)
—_ —_ 401 _
—_— —_ 1,151 —_—
3,153 (401) 50,253 7,906
— — 0 29
— — 259 (90)
3,053 —_ (65,226) —
—_ — 0 2
(6,992) 45 2,442 (555)
— an an —_
— —_— 0 (30,890)
—_ —_ 16,100 1,314
— (6) 11,503 —
$ 6,523 % 16,441 § (1,981,966) $ (84,431)
$ — 3 — 3 390,994 § 4,052
— _— 92,381 27,272
- — 15,239 4,191
-_ -_— 233 _—
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State of Georgia

Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2007

(expressed in thousands)

Assets
Cash and Cash Equivalents
Receivables

Interest and Dividends

Due from Brokers for Securities Sold

Other

Due fiom Other Funds

Investments, at Fair Value
Certificates of Deposit
Investment Accounts
Pooled Investments
Mutual Funds
Repurchase Agreements

Municipal, U. S. and Foreign
Government Obligations
Corporate Bonds/Notes/Debentures

Stocks
Asset-Backed Securities
Mortgage Investiments

Real Estate Investiment Trusts

Capital Assets
Land
Buildings
Software
Machinery and Equipment
Accumulated Depreciation
Other Assets

Total Assets

Liabilities

Accounts Payable and Other Accruals

Due to Other Funds

Due to Brokers for Securities Purchased
Salaries/Withholdings Payable

Funds Held for Others
Notes Payable
Uneamed Revenue

Compensated Absences Payable

Other Liabilities
Total Liabilities

Net Assets
Held in Trust for:
Pension Benefits
Other Employee Benefits
Pool Participants
Other Purposes

Total Net Assets

Pension and Other

Employee Benefits [nvestment Private Purpose
Trust Trust Trust Agency Total
$ 82,784 § 5,098,336 § 4,418 $ 417,158 § 5,602,696
335,052 11 —_— — 335,063
290,092 _— — 290,092
1,046,381 — — 2,455 1,048,836
1,373 —_ — 1,373
— — — 2,677 2,677
87 —_— — —_ 87
16,485,457 905,128 492 53,228 17,444,305
1,328,075 e — — 1,328,075
2,637,771 — — —_ 2,637,771
15,464,749 —_— —_ —_ 15,464,749
2,000,497 _ —_ — 2,000,497
33,375,811 — —_ —_— 33,375811
13,254 —_ — —_— 13,254
61,023 —_ — — 61,023
1,466 —_— _— — 1,466
2,071 -_ — —_— 2,071
7,440 —_ —_ — 7,440
29,247 —_— — — 29,247
2,566 — 191 — 2,757
(13,683) e (169) —_— (13,852)
— — — 3,656 3,656
3 73,151,513 % 6,003,475 §$ 4932 § 479,174 § 79,639,094
$ 1,029,427 § — 3 19 8,556 $ 1,038,002
1,408 — —_ — 1,408
105,340 —_ — — 105,340
16,584 —_ —_— — 16,584
— — — 471,394 471,394
27 —_ — 27
23 —_— —_ —_ 23
57 —_— 170 —_— 227
— —_— — (776) (776)
$ 1,152,866 $ 03 189 479,174 § 1,632,229
$ 71,035,264 $ — § — — 3 71,035,264
963,383 —_— _ _— 963,383
- 6,003,475 _ — 6,003,475
— — 4,743 — 4,743
$ 71,998,647 $ 6,003,475 $ 4,743 0 s 78,006,865

The notes to the financial statements are an integral part of this statement.
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State of Georgia

Statement of Changes in Fiduciary Net Assets

Fiduciary Funds

For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Additions:
Contributions/Assessments
Employer
Plan Members/Participants
Other Contributions
Fines and Bond Forfeitures
Insurance Company Premium Taxes
Insurance Premiums
Other Fees
Interest and Other Investment Income
Dividends and Interest

Net Appreciation (Depreciation) in Investments Reported at

Fair Value
Less: Investment Expense
Pool Participant Deposits
Other
Transfers from Other Funds
Transfers to Other Funds
Miscellaneous

Total Additions

Deductions:
General and Administrative Expenses
Benefits
Pool Participant Withdrawals
Refunds

Total Deductions
Change in Net Assets Held in Trust for:
Pension and Other Employee Benefits
Pool Participants

Other Purposes

Net Assets, July 1

Net Assets, June 30

The notes to the financial statements are an integral part of this statement.

Pension and Other

Employee Benefits Investment Private Purpose

Trust Trust Trust Total
1,643,296 $ — 3 —_ 1,643,296
664,118 —_— 142,273 806,391
21,592 — —_ 21,592
22,538 — —_ 22,538
9,107 — —_— 9,107
4,314 — — 4314
2,040,742 282,753 3,214 2,326,709
7,285,249 577 — 7,285,826
(74,232) (1,572) — (75,804)
— 8,752,250 — 8,752,250
875,416 — —_ 875,416
(872,320) — —_— (872,320)
2,539 — — 2,539
11,622,359 % 9,034,008 $ 145,487 20,801,854
68,444 % — 3 2,996 71,440
3,822,685 — 141,875 3,964,560
— 7,466,959 — 7,466,959
73,707 — — 73,707
3,964,836 % 7,466,959 $ 144,871 11,576,666
7,657,523 % — 3 —_ 7,657,523
— 1,567,049 — 1,567,049
— — 616 616
64,341,124 4,436,426 4,127 68,781,677
71,998,647 $ 6,003,475 3% 4,743 78,006,865
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State of Georgia

Combining Statement of Net Assets

Component Units
June 30, 2007

(expressed in thousands)

Assets
Current Assets:
Cash and Cash Equivalents
Investments
Receivables
Accounts (Net)
Taxes
Interest and Dividends
Notes and Loans
Due from Primary Government
Due from Component Units
Intergovernmental Receivables
Inventories
Prepaid Items
Other Current Assets
Noncurrent Assets:
Investments
Receivables (Net)
Notes and Loans
Other
Due from Primary Government
Due from Component Units
Restricted Assets
Cash and Cash Equivalents
Investments
Receivables
Loans (Net)
Interest and Dividends
Other
Deferred Charges
Capital Assets:
Land
Buildings and Building Improvements
Improvements Other Than Buildings
Machinery and Equipment
Software
Works of Art and Collections
Infrastructure
Construction in Progress
Accumulated Depreciation
Other Noncurrent Assets

Total Assets

The notes to the financial statements are an integral part of this statement.
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$

Georgia Georgia
Environmental Housing and Georgia
Facilities Finance Lottery
Authority Authority Corporation
223,875 77,705 6,804
78,943 4,625 _—
5,252 — 128,182
14,413 979 —
2,064 —_— —
I —_ 2,871
1 15,793 -_—
160,964 99,827 e
1,035,052 232,081 —
—_ 29,701 4,007
—_— 99,652 233,231
— 616,802 —_
-_— 5,298 o
— 15,076 —
— 800 —_
— 3,863 2,257
— 2,260 —
93 751 16,421
— — 1,554
47) (3,362) (15,329)
43 — —
1,520,653 $ 1,201,853 § 379,998




Georgia Tech Nonmajor
Foundation, Component
Incorporated Units Total
8359 §$ 643,751 § 960,494
— 208,057 291,625
11,405 228,030 372,869
— 3N 311
—_— 3,980 19,372
1,341 164,886 166,227
—_ 1,044 1,044
— 4,650 4,650
— 11,650 13,714
-—_ 16,915 16,915
— 10,139 13,010
— 54,482 70,276
1,348,125 1,211,699 2,820,615
— 8,561 1,275,694
202,085 528,931 731,016
_ 3,500 3,500
-— 90,332 90,332
— 153,678 187,386
— 46,212 379,095
-— — 616,802
— —_ 5,298
— 131 131
—_— — 15,076
2,553 269,206 272,559
38,051 1,244,416 1,288,589
— 316,877 319,137
7,145 541,050 565,460
—_— — 1,554
— 1,042 1,042
S 191,770 191,770
— 249,374 249,374
(8,626) (898,527) (925,891)
20,037 37,789 57,869
1,630,475 § 5,343,936 § 10,076,915

(continued)



State of Georgia

Statement of Net Assets
Component Units (continued)
June 30, 2007

(expressed in thousands)

Liabilities
Current Liabilities:
Accounts Payable and Other Accruals
Due to Primary.Government
Due to Component Units
Salaries/Withholdings Payable
Accrued Interest Payable
Contracts Payable
Funds Held for Others
Unearned Revenue
Compensated Absences Payable - Current
Capital Leases/Installment Purchases Payable - Current
Notes and Loans Payable - Current
Revenue Bonds Payable - Current
Grand Prizes Payable - Current
Other Current Liabilities
Current Liabilities Payable from Restricted Assets:
Accrued Interest Payable
Revenue Bonds Payable - Current
Other
Noncurrent Liabilities:
Unearned Revenue
Compensated Absences Payable
Capital Leases/Installment Purchases Payable
Notes and Loans Payable
Revenue/Mortgage Bonds Payable
Grand Prizes Payable
Advances from Primary Government
Due to Component Units
Other Noncurrent Liabilities

Total Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt
Restricted for:
Bond Covenants/Debt Service
Construction
Higher Education
Expendable
Nonexpendable
Loan and Grant Programs
Other Purposes
Unrestricted

Total Net Assets

The notes to the financial statements are an integral part of this statement.
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$

Georgia Georgia
Environmental Housing and Georgia
Facilities Finance Lottery
Authority Authority Corporation
2,654 § 12,853 124,413
— 2 12,106
812 2,852 —
19,791 — —
59 — 208
7 —_— —
6,780 22,117 —
— e 11,766
—_ 100,817 e
— —_— 3,936
— 235,784 —
236 — 1,891
23 e —
27,795 689,980 —_
— S 224,624
— — 796
58,157 1,064,405 379,740
16 4,314 4,903
22,305 —_ _—
41,628 — —
— — 71
1,398,547 133,134 (4,716)
1,462,496 § 137,448 258




Georgia Tech Nonmajor
Foundation, Component
Incorporated Units Total

6,998 3 141,360 $ 288,278
—_— 78,366 90,474
430 4,220 4,650
— 10,816 10,816
— —_— 3,664
—_— 751 751
—_— 23,612 23,612
2,206 121,980 143,977
245 15,586 16,098
—_— 5,964 5,971
43,726 37,965 81,691
4,605 28,326 61,828
—_— _ 11,766
1,608 15,960 118,385
—_— 4,368 4,368
_— 7,210 7,210
— —_— 3,936
42,616 255,891 534,291
—_ 3,339 5,466
— 25,135 25,158
20,000 63,311 85,311
207,330 1,413,015 2,338,120
_— _ 224,624
— 16,478 16,478
90,332 —_— 90,332
9,117 45,325 55,238
429,213 2,320,978 $ 4,252,493
593 944,741 § 954,567
—_— 37,749 60,054
11,386 1,000 12,386
417,988 500,736 918,724
353,618 524,029 877,647
—_— — 41,628
— 2,305 2,376
417,677 1,012,398 2,957,040
1,201,262 § 3,022,958 § 5,824,422
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State of Georgia

Combining Statement of Activities
Component Units
For the Fiscal Year Ended June 30, 2007

(expressed in thousands)

Georgia Georgia
Environmental Housing and
Facilities Finance
Authority Authority
Expenses $ 31,897 § 92,199
Program Revenues:
Sales and Charges for Services $ 36,242 § 46,097
Operating Grants and Contributions 65,383 41,803
Capital Grants and Contributions 65,613 —
Total Program Revenues $ 167,238 § 87,900
Net (Expenses) Revenue $ 135,341 § (4,299)
General Revenues:
Taxes $ — % —
Unrestricted Investment Income 1,596 14,252
Payments from the State of Georgia S -_—
Contributions to Permanent Endowments o _
Other 266 —
Total General Revenues $ 1,862 § 14,252
Change in Net Assets $ 137,203 § 9,953
Net Assets, July 1 - Restated (Note 3) 1,325,293 127,495
Adjustments — —_
Correction of Prior Year Errors — —_—
Net Assets, June 30 $ 1,462,496 $ 137,448

The notes to the financial statements are an integral part of this statement.



Georgia Georgia Tech Nonmajor
Lottery Foundation, Component
Corporation Incorporated Units Total

3,1 86,980 $ 115,988 $ 1,756<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>