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DEPARTMENT OF AUDITS AND A CCOUNTS
254 Washington Street, S.W., Suite 214
Atlanta, Georgia 30334-8400

Craupe L. Vickers
STATE AUDITOR
(404) 656-2174

May 13, 1999

The Honorable Roy E. Barnes
Governor of Georgia

and
Members of the General Assembly
Citizens of the State of Georgia

The Comprehensive Annual Financial Report of the State of Georgia for the year ended June 30, 1998, is
hereby submitted. Responsibility for both the accuracy of the data, and the completeness and fairness of
the presentation, including all disclosures, rests with the State. All disclosures necessary to enable the
reader to gain an understanding of the State's financial activities have been included.

This report is presented in three sections: Introductory, Financial and Statistical. The Introductory
Section, which is unaudited, includes this transmittal letter, an organization chart and a listing of
principal officials. The Financial Section includes the general purpose financial statements and the
combining financial statements, the auditor's report on the financial statements, and required
supplementary information. The Statistical Section, which is unaudited, includes selected financial and
demographic information, generally presented for multiple years.

Federal laws and regulations require that the State undergo an annual audit in conformity with the Single
Audit Act Amendments of 1996 and the U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Information related to the single audit,
which includes a schedule of expenditures of federal awards, a report on internal control and compliance
applicable to each major program, and a schedule of findings and questioned costs, is included in a
separately issued State of Georgia Single Audit Report. Also included is a report on internal control
over financial reporting and compliance with certain laws, regulations, contracts and grants in
accordance with Government Auditing Standards.

This Comprehensive Annual Financial Report presents information on the financial position and
operations of state government as one reporting entity. The various agencies, departments, boards,
commissions and funds 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. These criteria define the financial reporting entity as
the primary government, organizations for which the primary government is financially accountable, and
other organizations for which the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity's financial statements to be
misleading or incomplete.

The reporting entity is based primarily on the concept of financial accountability. A primary government
is financially accountable for the organizations which make up its legal entity and for legally separate
organizations if its officials appoint a voting majority of the organization's governing board and either
the primary government is able to impose its will on that organization or there is a potential for the
organization to provide specific financial benefits to or impose specific burdens on the primary
government. The primary government may also be financially accountable for governmental
organizations that are fiscally dependent upon it.

The State of Georgia provides a variety of governmental services as set forth in its Constitution and
statutes. These services include education, health and welfare, transportation, public safety, economic
development, recreation and conservation.

ECONOMIC CONDITION AND OUTLOOK

Eight years after reaching cyclical peaks in economic activity, Georgia's private and public economic
sectors still register signs of strong growth. In the private sector, unemployment levels have fallen low
enough to indicate a virtually fully-employed labor force. Except for the impact of additional capital or
improved technology, output and income have moved to their paths of practical maxima. In the public
sector, income and sales taxes have been reduced, but their yields, bolstered by direct and indirect effects
of capital gains, have held to the trends of the last several years. Of course, with full-employment, the
opportunity for jobs to climb much more rapidly than the population has been essentially exhausted.
Hence, neither the growth rates for income nor state revenues have broken any records in fiscal year
1998. At year's end, nevertheless, there is no sign of serious economic imbalances or developing shocks
on the economic horizon. While growth rates in both sectors will surely slow in fiscal year 1999, a
"soft", rather than "hard", landing is in prospect. In fact, the record-setting 116-month span separating
the activity peaks in the 1960's may be challenged before a recessionary slippage occurs. If so, fiscal
year 1999 will be marked by gains not appreciably weaker than those which marked fiscal year 1998.

In the 1980's, increasing rates of participation of the population in the workforce allowed past
achievements in the growth of jobs, incomes, and revenues to be exceeded. Georgia's employment rose
by as much as 7.8 percent in one year (1984) and reached or exceeded 3.5 percent for 6 years running.
The percentage of Georgia's population at work rose from 40 to 46 percent between the activity peaks of
1981 and 1990. In the 1990's, employment increases have drawn more from unemployment and much
less from boosts in participation. The unemployed participants in the labor force have been reduced by 2
percentage points, while participation rates have risen by 3 percentage points to reach 49 percent. In
fiscal year 1998, in contrast, participation rates in Georgia (as in the Nation) have been flat. Georgia's
employment growth, fired by a rise in population of almost 2 percent and a reduction in the numbers
unemployed to about 3.9 percent, has approached 3.0 percent. This is below the 3.7 and 3.1 percent
rates for fiscal years 1997 and 1996, respectively. Undoubtedly, the restraint on worker supply will limit
growth in employment in fiscal year 1999 as well.



The calls for the output of the workers added in fiscal year 1998 have come mainly from three sources.
Consumers in Georgia and in the Nation have shifted purchases towards durables, especially to motor
vehicles and household furnishings-and-appliances. While a substantial proportion of these sales has
been satisfied by imports, the domestic markets have strengthened as well. The surge in the
consumption of durables in this year, the eighth after the cyclical peak, has been exceptional. It has been
aided by strong gains in housing starts and home resales, low interest rates, weak inflation, and a
continuing climb in the worth of financial assets. The calls for additional output have also come from
Georgia businesses. Spending on information-processing equipment has continued to grow at an annual
rate of over 15 percent for the fifth consecutive year. Finally, the greatest stimulus to the absorption of
Georgia workers has come from the State's immersion in the U.S. economy. National output during
fiscal year 1998 rose at a 3.8 percent rate. This was a stronger performance than in any other fiscal year
in the 1990's.

As employment in Georgia has risen, so has the level of income climbed. Wage inflation tied to tight
labor markets and increases in productivity have combined to push compensation rates in fiscal year
1998 upward by roughly 3.6 percent. In combination with the 3 percent gain in employment, personal
income has risen by about 6.8 percent. In nominal terms, this gain falls below levels of earlier years in
the decade. When adjusted for inflation, nevertheless, the growth was the strongest since the eighties.
Without doubt, the gain in income would have been greater had retail trade and service employments not
been such dominant absorbers of additional workers.

Income on a per capita basis, the mark of economic effectiveness, fared less well than total personal
income. The gain during fiscal year 1998 was only 4.5 percent compared to an average of roughly 5.3
percent in the prior three years. Relative to U.S. per capita income, Georgia's per capita income slipped
slightly to a level of about 94 percent. The catch-up which the State demonstrated in the 1980's (8
percentage points) flagged in the 1990's.

In Georgia's public sector, the pace of collections in fiscal year 1998 has remained strong. The revenue
gain, when finally tabulated, will likely to be between 5 and 6 percent. While this gain is what was built
into the State's financial and budgetary plans, the growth falls below the rate of 6.6 percent in fiscal year
1997, and drops well below the rates above 8 percent in fiscal years 1993 to 1996. In the main, the
State's yield has been limited by the slowing in the growth of the tax bases. Neither individual income,
corporate income, nor taxable sales have matched their earlier growth rates. Additionally, cuts in
income taxes and exclusions of sales of food from the sales and use tax base have restrained revenue
yield.

Since fiscal year 1999 begins in a condition of full employment, growth cannot be expected to match
that achieved as full employment was being approached in fiscal year 1998. Certainly, it will fall far
short of that experienced in the early years of the expansion when participation rates and worker
absorption both contributed. In terms of output, productivity gains will be especially important. While
output per hour will respond to the continuing investment in information-processing equipment, the
response shows no signs of being sudden or concentrated. Should Georgia's economic advance fall short
of the gains being achieved in states where labor supply and productivity are higher, the growth in
population, which has driven the State's "horizontal expansion”, may itself ease. Still, impressions of
economic opportunity for households and businesses take time to change. Thus, a reduction in
population growth will not likely be important in the next fiscal year. Overall, fiscal year 1999 will
likely be marked by gains in employment of roughly 2 percent and in income of about 5 percent. If



corporate profits are reduced because of rising labor costs in a world of competitively-stabilized prices,
the growth in the State's revenues is likely to slip relative to growth in income and certainly to growth
last year. Probably, an advance of about 4.5 percent is as much as can be assured for the State.

MAJOR INITIATIVES

Economic Development

State funds will assist in launching a new program to create state development teams to promote and
assist with regional and rural development in eleven regions throughout Georgia. These teams will
focus on rural development and assist communities and businesses with planning, economic
development, workforce development, infrastructure improvement and leadership development.

Education

A special funding initiative will provide funds to develop a Statewide Desktop Distance Learning known
as "Georgia On-Line". This two year network pilot program, offering both credit and non-credit courses
over the World Wide Web, will enable working professionals throughout Georgia to meet their
educational needs on-line.

Environment

An executive order was issued during fiscal year 1998 requiring all departments of state government and
all units of the university system in the thirteen county metropolitan Atlanta area to change ozone
producing behaviors during summer months in order to improve the metro area's air quality. The
Partnership for a Smog-Free Georgia (PSG) program was created to encourage voluntary participation in
reducing ground-level ozone in the metro Atlanta area by an overall reduction of vehicles on the road
during critical ozone producing hours. Prior to the State initiating the PSG program, the metro Atlanta
area was considered in nonattainment for mandatory federal air quality standards for ground-level ozone;
such standards must be met to avoid jeopardizing federal funding for Georgia and impacting the State's
future economic growth and development. Additionally, enhancing the vehicle emission inspection
program for the metro Atlanta area will ensure all vehicles will be required to meet tougher emission
standards.

Human Resources

Funds will be reduced in the Temporary Assistance for Needy Families (TANF) program due to the
continued decline in caseloads. The welfare program funds, state and federal, are being redirected to the
provision of childcare and to support various social services. An additional amount of redirected state
funds from TANF will provide the match for federal funds to support the newly enacted federal Welfare-
to-Work grant for hard-to-employ TANF recipients.

Medicaid

State funds were set aside to implement a federally enacted program to provide health care coverage for
uninsured children from birth through age 18 in families with incomes under 200% of the Federal
Poverty Level. This program, called the Children's Health Insurance Program (CHIP), will be
implemented through passage of a new law creating a public-private partnership.



Tax Reductions

Funds were set aside from actual tax collections in order to fund two tax reductions. The first tax cut -
the largest in Georgia's history - represents the fourth and final year of the elimination of the State's 4
cents sales taxes on groceries. The second tax cut - the second largest in Georgia's history - will reduce
state income taxes and will be implemented in two phases; the first phase will raise the income tax
personal exemption for both taxpayers and dependents beginning January 1, 1998, and the second phase
will raise the deductions for citizens over age 65.

FINANCIAL INFORMATION

Internal Controls

Management of the State is responsible for establishing and maintaining internal accounting controls
designed to ensure that assets are safeguarded and that financial transactions are properly recorded and
adequately documented. The internal control structure is designed to provide reasonable, but not
absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that
the cost of a control should not exceed the benefits likely to be derived and that the valuation of costs
and benefits requires estimates and judgments by management.

Budgetary Controls

The objective of budgetary control is to ensure compliance with legal provisions embodied in the
General Appropriations Act enacted by the General Assembly. Annual appropriated budgets are adopted
at the departmental level and are applicable to the general, debt service and capital projects funds. All
unencumbered annual appropriations lapse at fiscal year end unless otherwise specified by the
Constitution or statute. The Constitution further authorizes the passage of additional Supplementary
Appropriation 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.

The State of Georgia Report of the State Auditor is issued annually by the undersigned prior to the
issuance of this report. The sole purpose of the Report of the State Auditor is to provide the General
Assembly with information concerning financial compliance with the Amended Appropriations Act for
the fiscal year. In contrast to issuing financial statements in accordance with generally accepted
accounting principles, the financial statements presented in the Report of the State Auditor are reported
in conformity with statutory requirements.

General Governmental Functions

The following schedules present summaries of general fund, special revenue fund, capital projects fund
and debt service fund revenues and expenditures. These revenues and expenditures are reported on the
modified accrual basis of accounting. Revenues from governmental fund type sources for fiscal years
1998 and 1997 are compared in the following table:



FY 1998 FY 1997
Increase
(Decrease) Percent
Percent Percent From of

Revenues and Other Sources Amount of Total Amount of Total FY 1997 Increase
Taxes $11,439,170,422 61.0% $10,483,497,704 58.8% $ 955,672,718 mecr&?‘%
Licenses and Permits 346,081,148 1.8% 351,181,927 2.0% (5,100,779) (1.5)%
Intergovernmental 5,617,029,811 29.9% 5,549,805,877 31.1% 67,223,934 1.2%
Sales and Services 536,827,964 2.9% 513,909,314 2.9% 22,918,650 4.5 %
Fines and Forfeits 49,204,317 0.26% 50,426,165 0.3% (1,221,848) (2.4)%
Interest and Other Investment Income 275,999,300 1.5% 239,306,741 1.3% 36,692,559 153 %
Rents and Royalties 13,920,492 0.07% 9,992,943 0.06% 3,927,549 39.3%
Contributions and Donations 192,209,388 1.0% 190,841,985 1.1% 1,367,403 0.7 %
Penalties and Interest on Taxes 9,485,653 0.05% 6,699,639 0.04% 2,786,014 41.6 %
Unclaimed Property 20,690,958 0.1% 20,118,021 0.1% 572,937 2.8%
General Obligation Bond Proceeds 257,123,411 1.4% 373,248,075 2.1% (116,124,664) (31.1)%
Other Revenue 5,409,857 0.02% 32,522,511 0.2% (27,112,654) (83.4)%
$18,763,152,721  _100.0% $17,821,550,902 100.0% $941,601,819 5.3%

1998 Revenues and Other Sources

Licenses and Permits

Intergovernmental

|

Vi

Other Revenue
General Obligation
Bond Proceeds

—Unclaimed Property

Penalties & Interest On Taxes
Contributions & Donations

Rents & Royalties
Interest & Other Investment Income

Fines and Forfeits
Sales and Services



Expenditures by governmental fund type function for fiscal years 1998 and 1997 are compared in the

following table:

Expenditures by Function

General Government
Education

Health and Welfare
Transportation
Public Safety

Economic Development and Assistance

Culture and Recreation
Conservation
Capital Outlay

Debt Service

EY 1998 EY 1997
Increase Percent
(Decrease) of

Percent Percent From Increase
Amount of Total Amount of Total FY 1997 (Decrease)
$ 653,302,692 3.8% $ 637,247,287 3.8% $ 16,055,405 25%
6,155,220,908 35.5% 5,700,389,994 33.8% 454,830,914 8.0%
6,479,723,177 37.3% 6,796,847,561 40.3% (317,124,384) 4.7%
1,385,250,996 7.9% 1,113,788,591 6.6% 271,462,405 244 %
1,193,748,916 6.9% 1,124,542,047 6.7% 69,206,869 6.2 %
264,913,965 1.53% 263,090,507 1.6% 1,823,458 0.7 %
185,622,125 1.11% 170,667,100 1.0% 14,955,025 8.8 %
45,865,385 0.26% 48,769,799 0.3% (2,904,414) (6.0)%
346,296,387 2.0% 373,677,146 2.2% (27,380,759) (7.3)%
645,791,398 3.7% 629,588,332 3.7% 16,203,066 2.6 %
$17,355,735,949 _100.0% $16,858,608,364 _100.0% $497,127,585 29%

1998

Expenditures by Function

General Government

Health and Welfare

Debt Service
——— Capital Outlay

-

Culture and Recreation

Transportation

Conservation

Economic Development and Assistance

Public Safety
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Proprietary Operations

The State maintains various proprietary funds which account for ongoing activities and organizations
that are similar to those found in the private sector. Proprietary funds include such primary government
activities as the Georgia Building Authority and the service centers of the Department of Administrative
Services. Discretely presented component unit proprietary funds include, among others, the Georgia
Ports Authority and the George L. Smith Il Georgia World Congress Center Authority. Financial
activities of the proprietary funds are presented in the combined and combining financial statements of
the enterprise and internal service funds.

Pension Trust Funds

The State maintains sixteen pension plans, nine of which are included within the primary government.
The major pension plans are the Employees’ Retirement System of Georgia, which is included within the
primary government, and the Teachers Retirement System of Georgia, which is included within these
financial statements as a discretely presented component unit. Financial activities of the pension trust
funds are presented in the combining financial statements of pension trust funds for the primary
government (except for the Regents Retirement Plan, which is included in the college and university
funds), and the combining financial statements of fiduciary fund types for the component units.

Debt Administration

At June 30, 1998, outstanding general obligation debt issues of the State of Georgia totaled
$4,505,775,000. Outstanding revenue bonds of certain blended and discretely presented component units
totaled $ 1,247,653,898, of which $ 177,700,898 are guaranteed by the State of Georgia.

During fiscal year 1998, general obligation bonds in the amount of $ 387,030,000 were retired. General
obligation debt issued during fiscal year 1998 totaled $ 256,875,000.

At June 30, 1998, the State of Georgia maintained the following investment service bond ratings:

Moody's Investors Service Aaa
Standard & Poor's Corporation AAA
Fitch's Investor's Service, Incorporated AAA

Under the Constitution of the State of Georgia, the highest aggregate annual debt service for all
outstanding general obligation and guaranteed revenue debt may not exceed 10 percent of the previous
fiscal year's revenue collections.

Further detailed information on outstanding bonds is reflected in the Financial Section, Notes to the
Financial Statements and Statistical Section of this report.

Cash Management

The State's investment policy is to maximize the protection of State funds on deposit while accruing an
advantageous yield of interest by investing the funds in excess of those required for current operating
expenses. Cash is managed in pooled funds to maximize interest earnings. Types of investments are
dictated by legislation and are reviewed quarterly.

viii



Risk Management
The State assumes substantially all risks associated with the following:

- Claims of covered employees for medical insurance and group life
insurance benefits;

- Claims with respect to death or permanent disability of any law
enforcement officer, fireman, or prison guard in the line of duty (limited to
a five year disbursement totaling $75,000 or an immediate lump sum
settlement of $65,221 per occurrence);

- Claims of covered employees for workers' compensation benefits;

- Claims of State employees for unemployment compensation benefits;

- Liability claims against employees of the University System of Georgia;
and

- Liability claims in connection with abatement and removal of asbestos and
other hazardous materials.

The State also purchases commercial insurance coverage and self-insures to cover risks associated with
the following:

- State owned real and personal property;

- Liability claims actionable under the law which parties may file against the
State, its agencies, officials, employees or appointees;

- Liability claims against State authorities arising from their operations; and

- Honesty and faithful performance bonds on employees.
Various risk control techniques are utilized to minimize accident-related losses. These techniques
include safety inspections, assistance in establishing safety programs, training and certification of
employees as American Automobile Association instructors, and maintenance of an extensive safety
library.
OTHER INFORMATION
Independent Audit

The financial statements of all organizations comprising the State reporting entity have been separately
examined and reported on by either the State Auditor or independent certified public accountants. The



accompanying financial statements for the State of Georgia have been prepared from the results of those
examinations. The State Auditor's opinion thereon appears at the beginning of the Financial Section of
this report.

Compilation of Transmittal Letter
This transmittal letter has been compiled utilizing information contributed by various State management
sources.

Respectfully submitted,

e Al

Claude L. Vickers
State Auditor
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DEPARTMENT OF AUDITS AND A CCOUNTS
254 Washington Street, S.W., Suite 214
Atlanta, Georgia 30334-8400

Craupe L. Vickers
STATE AUDITOR
(404) 656-2174

INDEPENDENT AUDITOR’S REPORT ON GENERAL PURPOSE FINANCIAL STATEMENTS

The Honorable Roy E. Barnes
Governor of Georgia

and
Members of the General Assembly
of the State of Georgia

We have audited the accompanying general purpose financial statements of the State of Georgia, as listed
in the Table of Contents, as of and for the year ended June 30, 1998. These general purpose financial
statements are the responsibility of the State’s management. Our responsibility is to express an opinion
on these general purpose financial statements based on our audit. We did not audit the financial
statements of certain organizations which, combined, represent less than 1% of the assets and revenues of
the general fund, 100% of the assets and revenues of the capital projects funds, 62% of the assets and
29% of the revenues of the internal service funds, 68% of the assets of the fiduciary funds and less than
1% of the expendable trust funds revenues and 100% of the pension trust funds revenues, and 7% of the
assets and less than 1% of the liabilities of the general fixed assets and general long-term debt account
groups, respectively. In addition, we did not audit certain discretely presented component units which
represent less than 1% of the assets and revenues of the component unit governmental fund types, 83% of
the assets and 95% of the revenues of the component unit proprietary fund types and 98% of the assets
and 99% of the revenues of the component unit fiduciary fund types. The financial statements of these
organizations and component units were audited by other auditors whose reports have been furnished to
us, and our opinion, insofar as it relates to the amounts included for those financial statements, is based
solely upon the reports of the other auditors.

Except as discussed in the following paragraphs, we conducted our audit in accordance with generally
accepted auditing standards 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 general purpose financial statements are free of material misstatement. The
financial statements of the Employees’ Retirement System of Georgia, Georgia Lottery Corporation,
Georgia Ports Authority, Georgia State Financing and Investment Commission, and Teachers’
Retirement System of Georgia were not audited in accordance with Government Auditing Standards. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general
purpose financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall general purpose financial
statement presentation. We believe that our audit and the reports of other auditors provide a reasonable
basis for our opinion.



The State of Georgia’s accounting system is decentralized in nature. The management of each
organizational unit is responsible for maintaining accounting records pertinent to its operations and each
retains complete responsibility and control over their operations, including revenue collections and
disbursements. The State’s principal accounting system, the Fiscal Accounting and Control System
(FACS), is utilized by 66 state organizations. This accounting system allows for the accumulation of
financial data, by state organization, on a basis of accounting prescribed or permitted by the budgetary
statutes and regulations of the State of Georgia. Constitutional and statutory provisions of the State of
Georgia do not provide for a position or organizational unit responsible for the preparation of statewide
financial statements. It was necessary for staff of the Department of Audits and Accounts to consolidate
financial information presented in individual organization financial statements and to prepare adjusting
journal entries necessary for the production of the general purpose financial statements. We are therefore
not independent with regard to the preparation of accounting entries required to convert the consolidated
budgetary financial statements to general purpose financial statements prepared in accordance with
generally accepted accounting principles.

As discussed in Note 1 to the general purpose financial statements, the State of Georgia did not maintain
adequate systems to account for or to depreciate (when required) fixed assets in conformity with
generally accepted accounting principles. We were unable to determine the effect of these limitations on
the general purpose financial statements.

As discussed in Note 1 to the general purpose financial statements, the accounting systems of the State of
Georgia did not facilitate recording encumbrances in conformity with generally accepted accounting
principles. Contractual obligations for services performed and for goods which have not been delivered
at the end of the fiscal year are recognized as expenditures and liabilities in the accompanying financial
statements. The recognition of encumbrances as expenditures and liabilities is not consistent with
generally accepted accounting principles. We were unable to determine the effect of these limitations on
the general purpose financial statements.

As discussed in Note 1 to the general purpose financial statements, revenues for certain expenditure-
driven programs were accrued based on the unexecuted portion of contracts for goods and services.
These accruals primarily affected the Intergovernmental and Sales and Services revenue categories. We
were unable to determine the effect of this departure from generally accepted accounting principles on
the general purpose financial statements.

As discussed in Notes 9 and 10 to the general purpose financial statements, the State of Georgia did not
maintain adequate systems to identify, classify, and report leases as operating or capital leases in
conformity with generally accepted accounting principles. We were unable to determine the effect of
these limitations on the general purpose financial statements.

As discussed in Note 1 to the general purpose financial statements, the State of Georgia maintained
certain pension trust funds on essentially the cash basis of accounting. This basis of accounting is not in
conformity with generally accepted accounting principles. We were unable to determine the effect of
this departure from generally accepted accounting principles on the general purpose financial statements.

As discussed in Note 1 to the general purpose financial statements, the State’s accounting system has
limitations in identifying transactions between organizations whose financial activity is included within
an individual fund. State accounting policies and procedures allow the recording of revenues,
receivables, expenses and payables for such transactions. All such intrafund transactions have not been
eliminated as required by generally accepted accounting principles. We were unable to determine the
effect of these overstatements on the general purpose financial statements.



The State of Georgia made payments to providers of medical services in excess of amounts authorized to
be paid in accordance with the State of Georgia approved State Plan under Title XIX of the Social
Security Act. The State of Georgia currently maintains on-going efforts to identify and recover
overpayments made to providers. The actual amount of these overpayments, however, cannot be
presently determined, and no provision for the amount of understatement of receivables from providers
that may result has been made in the general purpose financial statements.

The State of Georgia did not maintain adequate systems to effect the timely detection of either duplicate
claim payments or claim overpayments of the Risk Management Trust Funds maintained at the
Department of Administrative Services. The Department of Administrative Services also made claim
payments without providing supporting documentation. We were unable to determine the accuracy and
completeness of the transactions and balances that comprise these Risk Management Trust Funds, which
are included in the Internal Service Fund.

Apparent misappropriations of State of Georgia Building Authority assets were discovered in the food
service and parking operations. The possible outcome of these matters, which have been reported to
appropriate State officials, is uncertain at this time. Accordingly, no provision has been made in the
Internal Service Fund for the resolution of these matters.

In our opinion, based on our audit and the reports of other auditors, except for the effects of the matters
discussed in the preceding paragraphs, the general purpose financial statements referred to in the first
paragraph present fairly, in all material respects, the financial position of the State of Georgia as of June
30, 1998, and the results of its operations, the cash flows of its proprietary fund types and its
nonexpendable trust funds, and the changes in fund balances of the State’s colleges and universities, for
the year then ended in conformity with generally accepted accounting principles.

As discussed in Note 4 to the general purpose financial statements, the State of Georgia implemented
Statement No. 31 of the Governmental Accounting Standards Board, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools, in fiscal year 1998.

In accordance with Government Auditing Standards, we have also issued a report dated May 13, 1999 on
our consideration of the State of Georgia’s internal control over financial reporting and on our tests of its
compliance with certain laws, regulations, contracts and grants. Those reports are included in the State
of Georgia Single Audit Report.

Our audit was made for the purpose of forming an opinion on the general purpose financial statements
taken as a whole. The combining financial statements identified in the Table of Contents are presented
for purposes of additional analysis and are not a required part of the general purpose financial statements
of the State of Georgia. Further, the section entitled “Retirement Systems - Required Supplementary
Schedules™ within Financial Section, Required Supplementary Information is not a required part of the
basic financial statements but is supplementary information required by the Governmental Accounting
Standards Board. Such information has been subjected to the auditing procedures applied in the audit of
the general purpose financial statements and, except for the effects of the matters noted above, is fairly
stated in all material respects in relation to the general purpose financial statements taken as a whole.



The section entitled ““Year 2000 Issues™ within Financial Section, Required Supplementary Information
is not a required part of the basic financial statements but is supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and presentation
of the supplementary information. However, we did not audit the information and do not express an
opinion on it. In addition, we do not provide assurance that the State of Georgia is or will become year
2000 compliant, that the State of Georgia’s year 2000 remediation efforts will be successful in whole or
in part, or that parties with which the State of Georgia does business are or will become year 2000
compliant.

The Introductory and Statistical Sections, identified in the Table of Contents, were not audited by us and,

accordingly, we express no opinion on such information.

Respectfully submitted,

e Al

Claude L. Vickers
State Auditor

May 13, 1999
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Assets and Other Debits

Assts:
Cash and Cash Equivaents
Cash and Cash Equivalents in Nonexpendable Trust Funds
Investments
Receivables (Net of Allowances for Uncollectibles)
Intergovernmental - Federal
Interest and Dividends
Notes and Loans
Taxes
Other
Due from Other Funds
Due from Primary Government
Due from Component Units
Interfund Receivables
Inventories
Prepaid Items
Restricted Assets
Cash and Cash Equivaents
Investments
Recelvables
Interest and Dividends
Loans
Advances to Other Funds
Advances to Component Units
Deferred Compensation Plan Assets
Fixed Assets (Net, Where Applicable, of
Accumulated Depreciation)
Deferred Charges
Other Assets
Other Debits:
Amount Available in Debt Service Fund
Amount to be Provided for Retirement of
Genera Long-Term Debt

Total Assets and Other Debits

Liabilities, Equity and Other Credits

Liahilities
Cash Overdraft
Accounts Payable and Other Accruals
Compensated Absences Payable
Claims and Judgments Payable
Contracts Payable
Salaries/Withholdings Payable
Benefits Payable
Due to Other Funds
Due to Primary Government
Due to Component Units
Accrued Interest Payable
Undistributed Local Government Sales Tax
Deferred Revenue
Capital Leases/Installment Purchases Payable
Mortgage Loans under Repurchase Agreements
Funds Held for Others
Other Liabilities
Deposits and Overpayments
Advances from Other Funds
Advances from Primary Government
Long-Term Debt Payable (Net of Unamortized
Discounts)

Total Liabilities

State of Georgia

Combined Balance Sheet

All Fund Types, Account Groups and
Discretely Presented Component Units
June 30, 1998

Primary Government

Governmental Fund Types Proprietary Fund Types

Specia Debt Capital Internal

General Revenue Service Projects Enterprise Service
$ 2,712,193919 $ — § 233215021 $ — $ 4,149,166 $ 7,283,687
623,223,375 2,872,348 — 963,777,869 222,841,604  1,014,906,672
2,022,180,113 — — — — —
26,712,975 — — 11,903,012 2,338,835 —
1,035,860,281 — — — — —
192,899,052 1,779,103 — 1,189,172 16,230,434 10,837,247
— — — — — 18,191,794
135,316 — — — — 419,830
_ — — 3,300,425 — —
45,462,627 — — — — 12,262,992
82,174,758 1,599 — — — 682,774
6,925 — — — — —
107,500 — — 15,209,275 — —
— — — — 313,620 411,401,860
50,862,768 — — — — —
$ 6,791,819,609 $ 4,653,050 $ 233,215,021 995,379,753 $ 245,873,659 $ 1,475,986,856
$ — $ 119,305 $ — 22,611,627 $ — $ —
921,741,086 172,257 — 26,573,264 1,000,427 20,535,769
— — — — 236,200 7,964,738
— — — — — 357,293,702
1,570,048,158 — — 15,363,494 255,655 18,910,273
616,236,408 — — — — 40,481
399,851,894 — — — 159,758,318 —
15,038,805 93,490 — — — —
2,204,421 — — — — 143
53,157,604 — — — — —
102,123,002 1,800 — 86,456 14,513,809 73,701
— — — — — 10,579,816
38,992,479 — — — — —
486,838 — — 18,588,773 — —
— — — — — 1,764,138
— — — — — 1,092,857
$ 3,719,880,695 $ 386,852 $ 0 $ 83223614 $ 175,764,409 $ 418,255,618

The notesto the financial statements are an integra part of this statement.



Totals- Totals-

Fiduciary (Memorandum (Memorandum
Fund Type Account Groups Only) Component Units Only)
General General
Trust and College and Fixed Long-Term Primary Governmental Proprietary Fiduciary Reporting
Agency University Assets Debt Government Fund Types Fund Types Fund Types Entity
$ 1,797,015993 $ 429,544,828 $ — $ — $ 5,183,402,614 $ — $ 81,660,480 $ 3,357,636 $ 5,268,420,730
185,698 — — — 185,698 — — 185,698
14,644,907,465 209,917,340 — —  17,682,446,673 801,970 340,726,843  35,806,181,708  53,830,157,194
1,014,811 38,607,643 — — 2,061,802,567 — 108,188,065 — 2,169,990,632
93,409,000 57,940 — — 134,421,762 — 16,148,160 250,880,885 401,450,807
4,104,717 48,693,306 — — 52,798,023 100,989 936,455,396 989,354,408
71,787,161 — — — 1,107,647,442 — — — 1,107,647,442
40,504,983 155,835,048 — — 419,275,039 1,325,853 63,895,216 180,376,720 664,872,828
— — — 18,191,794 — — 18,191,794
— — — — 0 — 2,204,564 — 2,204,564
— — — — 555,146 — — — 555,146
— — — — 3,300,425 — — — 3,300,425
— 26,848,073 — — 84,573,692 95,126 5,001,303 — 89,670,121
24,544 10,094,414 — — 92,978,089 228,367 2,782,433 42,175 96,031,064
— — — — 0 — 158,947,976 — 158,947,976
— — — — 0 — 412,589,856 — 412,589,856
— — — — 0 — 6,121,452 — 6,121,452
— — — — 0 — 598,113,658 — 598,113,658
— — — — 6,925 — — — 6,925
— — — — 15,316,775 — — — 15,316,775
394,622,648 — — — 394,622,648 — — — 394,622,648
— 4,636,846,469  2,914,888,301 — 7,963,450,250 91,630,744 818,669,441 741,634 8,874,492,069
— — — — 0 — 19,649,989 19,649,989
37,733 — — — 50,900,501 — 83,810,966 — 134,711,467
— — — 233,215,021 233,215,021 — — — 233,215,021
— — —  4,492,541,351 4,492,541,351 11,879,924 — — 4,504,421,275

$ 17,047,614,753 $ 5,556,445,061 $ 2,914,888,301 $ 4,725,756,372 $ 39,991,632,435 $ 106,062,973 $ 3,654,965,798 $ 36,241,580,758 $ 79,994,241,964

$ — $ — $ — $ — $ 22,730,932 $ 1,157,986 $ — $ — 3 23,888,918
6,364,952 281,150,747 — — 1,257,538,502 4,406,340 86,933,034 2,254,730 1,351,132,606
104,384,204 — 212,076,813 324,661,955 1,055,264 2,961,892 328,679,111

— — — 697,979 357,991,681 — — — 357,991,681

— — — — 1,604,577,580 — 2,125,414 — 1,606,702,994
23,629 5,616,060 — — 621,916,578 220,311 319,857 68,434 622,525,180
21,800,000 — — 581,410,212 — — 581,410,212

658,673 2,400,826 — — 18,191,794 — — — 18,191,794
— — — 0 290,951 224,249 39,946 555,146

— — — — 2,204,564 — — 2,204,564

— — — — 0 — 16,444,144 — 16,444,144

— — — — 53,157,604 — — — 53,157,604

— 78,662,613 — — 195,461,381 215,666 96,167,505 — 291,844,552

— 20,232,718 — 4,344,386 35,156,920 10,824,660 739,421 — 46,721,001

— — — — 0 — 17,728,827 — 17,728,827
714,632,873 19,591,279 — — 773,216,631 — 302,332,077 — 1,075,548,708
149,585 — — 19,225,196 — 11,699,366 — 30,924,562

— 1,960,342 — — 3,724,480 — 14,651,065 — 18,375,545

6,925 — — — 6,925 — — — 6,925

— — — — 0 — 107,500 — 107,500

— 7,000 — 4,508,637,194 4,509,737,051 — 1,534,164,900 — 6,043,901,951

$ 721,687,052 $ 535955374 $ 0 $ 4,725,756,372 $ 10,380,909,986 $ 18,171,178 $ 2,086,599,251 $ 2,363,110 $ 12,488,043,525




State of Georgia

Combined Balance Sheet
All Fund Types, Account Groups and
Discretely Presented Component Units (continued)
June 30, 1998

Primary Government

Governmental Fund Types Proprietary Fund Types
Specia Debt Capital Internal
General Revenue Service Projects Enterprise Service
Equity and Other Credits:
Other Credits:
Investment in General Fixed Assets $ — $ — — — $ — $ —
Equity:
Net Investment in Plant $ — % — — 3 — % _
Colleges and Universities — — — — — —
Contributed Capital — — — — — 274,590,158
Retained Earnings
Reserved — — — — 70,109,250 715,471,828
Unreserved — — — — — 67,669,252
Fund Baances
Reserved for Encumbrances 4,174,127 — — — — —
Reserved for Advances 114,425 — — — — —
Reserved for Inventories 44,268,275 — — — — —
Reserved for Debt Service — — 233,215,021 — — —
Reserved for Disaster Assistance 588,489 — — — — —
Reserved for Distance Learning and Telemedicine 17,936,760 — — — — —
Reserved for Pension Benefits — — — — — —
Reserved for Guaranteed Revenue Debt Common Reserve Fu 17,921,100 — — — — —
Reserved for Hazardous Waste Trust Fund 13,321,355 — — — — —
Reserved for Investment Trust Fund — — — — — —
Reserved for Lottery for Education 201,315,730 — — — — —
Reserved for Midyear Adjustment 117,181,823 — — — — —
Reserved for Motor Fuel Tax Funds 887,743,155 — — — — —
Reserved for Revenue Shortfall 351,545,470 — — — — —
Reserved for Underground Storage Trust Fund 42,498,465 — — — — —
Reserved for Y ear 2000 Project 125,338,806 — — — — —
Reserved for Other Specific Purposes 72,247,308 — — 1,408,165 — —
Unreserved, Designated
Designated for Liability Trust Fund 10,256,598 — — — — —
Designated for Future Capital Outlay — — — 907,629,259 — —
Designated for Other Specific Purposes 112,000 — — — — —
Unreserved, Undesignated 1,165,375,028 4,266,198 — 3,118,715 — —
Tota Equity $ 3,071,938914 $ 4,266,198 $ 233,215,021 912,156,139 $ 70,109,250 $ 1,057,731,238
Tota Equity and Other Credits $ 3,071,938914 $ 4,266,198 ¢ 233,215,021 912,156,139 $ 70,109,250 $ 1,057,731,238
Total Liabilities, Equity and Other Credits $ 6,791,819,609 $ 4,653,050 $ 233,215,021 995,379,753 $ 245,873,659 $ 1,475,986,856

The notesto the financial statements are an integra part of this statement.



Totals- Totals-

Fiduciary (Memorandum (Memorandum
Fund Type Account Groups Only) Component Units Only)
General General
Trust and College and Fixed Long-Term Primary Governmental Proprietary Fiduciary Reporting
Agency University Assets Debt Government Fund Types Fund Types Fund Types Entity
$ — 3 — $ 2,914,888,301 $ — $ 2914888301 $ 91,630,744 $ 321,635 $ — $_3,006,840,680
$ — $ 4,616,613,751 $ — $ — $ 4,616,613,751 $ — $ — $ — $ 4,616,613,751
— 403,875,936 — — 403,875,936 — — — 403,875,936
— — — — 274,590,158 — 1,001,936,816 — 1,276,526,974
— — — — 785,581,078 — 95,622,405 — 881,203,483
— — — — 67,669,252 — 455,169,458 — 522,838,710
— — — — 4,174,127 — — — 4,174,127
— — — — 114,425 — — — 114,425
— — — — 44,268,275 — — — 44,268,275
— — — — 233,215,021 — — — 233,215,021
— — — — 588,489 — — — 588,489
— — — — 17,936,760 — — — 17,936,760
11,622,441,106 — — —  11,622,441,106 — —  36,239,217,648  47,861,658,754
— — — 17,921,100 — — 17,921,100
— — — — 13,321,355 — — — 13,321,355
2,659,446,092 — — — 2,659,446,092 — — — 2,659,446,092
— — — 201,315,730 — — — 201,315,730
— — — — 117,181,823 — — — 117,181,823
— — — — 887,743,155 — — — 887,743,155
— — — — 351,545,470 — — — 351,545,470
— — — — 42,498,465 — — — 42,498,465
— — — — 125,338,806 — — — 125,338,806
1,991,907,383 — — — 2,065,562,856 375,041 12,898,278 — 2,078,836,175
— — — — 10,256,598 — — — 10,256,598
— — — — 907,629,259 — — — 907,629,259
— — — — 112,000 — — — 112,000
52,133,120 — — — 1,224,893,061 (4,113,990) 2,417,955 — 1,223,197,026
$ 16,325,927,701 $ 5,020,489,687 $ 0s 0 $ 26,695,834,148 $ (3,738,949) $ 1,568,044,912 $ 36,239,217,648 $ 64,499,357,759
$ 16,325,927,701 $ 5,020,489,687 $ 2,914,888,301 $ 0 $ 29,610,722,449 $ 87,891,795 $ 1,568,366,547 $ 36,239,217,648 $ 67,506,198,439

$ 17,047,614,753 $ 5,556,445,061 $ 2,914,888,301 $ 4,725,756,372 $ 39,991,632,435 $ 106,062,973 $ 3,654,965,798 $ 36,241,580,758 $ 79,994,241,964




Combined Statement of Revenues, Expenditures

State of Georgia

and Changes in Fund Balances

All Governmental Fund Types, Expendable Trust Funds and

Revenues:

Taxes
Licenses and Permits
Intergovernmental

Federd

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
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
Other Debt Service Charges

Total Expenditures

Discretely Presented Component Units

For the Year Ended June 30, 1998

Primary Government

Governmental Fund Types

Generd

Specid

Revenue

Debt
Service

$ 11,439,170,422
346,081,148

5,582,612,574
34,417,237
518,179,693
49,204,317
194,805,638
13,873,680
192,209,388
9,485,653
20,690,958
3,828,832

$

18,648,271

446,092

$ 18,404,559,540

19,094,363

$ 650,346,672
6,155,220,908
6,479,723,177
1,385,250,996
1,193,748,916

264,913,965
185,622,125
45,865,385

$

2,620,579

387,030,000
258,317,069

$ 16,360,692,144

$

2,620,579

$ 645,347,069

Excess (Deficiency) of Revenues Over (Under)

Expenditures

$ 2,043,867,396

$

16,473,784

$ (645,347,069)

The notes of the financia statements are an integral part of this statement.
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Totals - Totals -
Fiduciary (Memorandum (Memorandum

Fund Type Only) Component Units Only)

Capital Expendable Primary Governmental Reporting

Projects Trust Government Fund Type Entity
$ — 372,536,413 $ 11,811,706,835 — $ 11,811,706,835
— — 346,081,148 — 346,081,148
— 20,717,427 5,603,330,001 — 5,603,330,001
— — 34,417,237 — 34,417,237
— 127,596 536,955,560 2,681,917 539,637,477
— — 49,204,317 — 49,204,317
80,747,570 126,070,142 402,069,442 135,849 402,205,291
46,812 — 13,920,492 163,972 14,084,464
— 33,888 192,243,276 10,162,233 202,405,509
— — 9,485,653 — 9,485,653
— — 20,690,958 — 20,690,958
1,581,025 80,738 5,490,595 — 5,490,595
$ 82,375,407 519,566,204 $ 19,025,595,514 $ 13,143,971 $ 19,038,739,485
$ 335,441 — $ 653,302,692 $ — $ 653,302,692
— 99,275 6,155,320,183 — 6,155,320,183
— 64,702,740 6,544,425,917 — 6,544,425,917
— — 1,385,250,996 — 1,385,250,996
— — 1,193,748,916 — 1,193,748,916
— 279,499,324 544,413,289 — 544,413,289
— 102,521 185,724,646 36,267,248 221,991,894
— — 45,865,385 — 45,865,385
346,296,387 — 346,296,387 — 346,296,387
46,812 — 387,076,812 — 387,076,812
158,508 — 258,475,577 — 258,475,577
239,009 — 239,009 — 239,009
$ 347,076,157 344,403,860 $ 17,700,139,809 $ 36,267,248 $ 17,736,407,057

$ (264,700,750) $

175,162,344 $ 1,325/455,705 $

(23,123,277) $ 1,302,332,428

11
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Other Financing Sources (Uses):
Operating Transfers In

State of Georgia

Combined Statement of Revenues, Expenditures

and Changes in Fund Balances

For the Year Ended

Operating Transfers from Primary Government
Operating Transfers from Component Units

Operating Transfers Out

Operating Transfers to Component Units
Proceeds of General Fixed Asset Dispositions

Capital Leases

General Obligation Bond Proceeds

Total Other Financing Sources (Uses)

Excess (Deficiency) of Revenues and Other
Financing Sources Over (Under) Expenditures and

Other Financing Uses

Fund Balances, July 1
Adjustments (Net)

Residual Equity TransfersIn

Residual Equity Transfers from Component Units

Residual Equity Transfers Out

Residual Equity Transfersto Component Units

Transfer of Equity to Component Units
Increase in Inventories

Fund Balances, June 30

The notes of the financia statements are an integral part of this statement.
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All Governmental Fund Types, Expendable Trust Funds and
Discretely Presented Component Units (continued)

June 30, 1998

Primary Government

Governmental Fund Types

Generd

Debt

Revenue Service

$ 87322527 $
555,451,008
(2,173,952,811)
(65,663,706)
4,114,623
131,085

(16,500,000) _

— $ 669,908,746

$ (1,592,597,274) $

(16,500,000) $ 669,908,746

$ 451,270,122 $

2,603,974,320
1,504,009
82,000
14,894,947

(1,895,883)

2,109,399

(26,216) $ 24,561,677

4,292,414 208,653,344

$ 3,071,938914 $

4,266,198 $ 233,215,021




Totas - Totas -

Fiduciary (Memorandum (Memorandum

Fund Type Only) Component Units Only)

Capital Expendable Primary Governmental Reporting

Projects Trust Government Fund Type Entity
$ — $ 3,281,250 $ 760,512,523 $ — $ 760,512,523
— — 0 18,915,057 18,915,057
4,414,614 — 559,865,622 — 559,865,622
(128,576,564) —  (2,319,029,375) —  (2,319,029,375)
— — (65,663,706) — (65,663,706)
— — 4,114,623 — 4,114,623
— — 131,085 — 131,085
257,123,411 — 257,123,411 — 257,123,411

$ 132,961,461 $ 3,281,250 $ (802,945,817) $ 18,915,057 $ (784,030,760)

$ (131,739,289) $ 178443594 $ 522,509,888 $ (4,208,220) $ 518,301,668

1,041,854,815  1,865582,103  5,724,356,996 469,271  5,724,826,267
21,658,031 (6,504) 23,155,536 - 23,155,536
- - 82,000 - 82,000
18,509,700 - 33,404,647 - 33,404,647
(165,856) - (165,856) - (165,856)
(37,961,262) - (39,857,145) - (39,857,145)
- (199,786) (199,786) - (199,786)

- - 2,109,399 - 2,109,399

$ 912,156,139 $ 2,043,819,407 $ 6,265,395,679 $ (3,738,949) $ 6,261,656,730
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State of Georgia

Statement of Funds Available and Expenditures Compared to Budget

Budget Fund

For the Fiscal Year Ended June 30, 1998

Funds Available

Revenues:
State Appropriation
Lottery Proceeds
Federa Revenues
Other Revenues Retained

Tota Revenues

Carry-Over from Prior Y ear:
Transfer from Fund Balance

Total Funds Available

Expenditures

Administrative Services, Department of

Agricultural Exposition Authority

Agriculture, Department of

Agrirama Development Authority

Audits and Accounts, Department of

Banking and Finance, Department of

Building Authority

Community Affairs, Department of

Corrections, Department of

Defense, Department of

Education, Department of

Employees Retirement System -
Administrative Expense Fund

Forestry Commission

General Assembly

General Obligation Debt Sinking Fund

Governor, Office of the

Guaranteed Revenue Debt Common Reserve Fund

Human Resources, Department of

Industry, Trade and Tourism, Department of

Insurance, Department of

Investigation, Georgia Bureau of

Judicial Branch

Juvenile Justice, Department of

Labor, Department of

Law, Department of

Medical Assistance, Department of

Natural Resources, Department of

Variance

Origind Final Favorable
Appropriation Budget Actual (Unfavorable)
$ 11,262,036,635 $ 11,976,541,772 $ 11,971,597,333 $ (4,944,439)
506,500,000 601,923,390 601,923,390 0
4,600,936,445 5,775,791,064 5,190,228,443 (585,562,621)
3,027,666,502 4,535,210,525 3,976,927,885 (558,282,640)

$ 19,397,139,582

$ 22,889,466,751

1,938,643,415

$ 21,740,677,051 $ (1,148,789,700)

1,463,059,924

(475,583,491)

$ 19,397,139,582

$ 24,828,110,166

$ 23,203,736,975 $ (1,624,373,191)

180,889,649
5,590,902
49,508,646
1,370,111
20,156,774
9,523,070
37,782,538
58,520,527
723,076,907
17,617,939
5,142,447,933

4,382,732
39,489,852
27,168,900

390,520,369
37,344,826

0
2,384,380,940
20,302,479
17,206,008
48,215,166
93,183,496
172,924,813
152,143,392
14,733,081
3,779,764,130
133,165,383

The notes of the financia statements are an integral part of this statement.
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281,494,603
6,288,967
52,754,577
1,508,217
21,257,896
9,523,070
46,765,710
175,358,891
751,140,269
24,445,636
5,644,848,973

5,111,144
42,426,505
29,574,114

596,125,028
327,770,873

0
2,651,336,637
34,787,776
18,120,900
59,818,561
97,116,298
202,399,674
221,790,319
36,539,914
4,295,813,679
223,052,166

$

252,980,630 $

6,289,058
51,901,339
1,119,309
21,203,333
9,036,117
45,277,549
158,264,931
738,323,139
23,198,244
5,579,253,240

4,891,392
41,998,968
23,011,250

596,125,028
176,276,577

0
2,500,132,722
23,319,426
16,996,941
59,199,822
98,064,801
194,026,433
157,203,316
35,182,838
3,734,522,066
217,888,741

28,513,973
(91)
853,238
388,908
54,563
486,953
1,488,161
17,093,960
12,817,130
1,247,392
65,595,733

219,752
427,537
6,562,864

0
151,494,296
0
151,203,915
11,468,350
1,123,959
618,739
(948,503)
8,373,241
64,587,003
1,357,076
561,291,613
5,163,425



State of Georgia

Statement of Funds Available and Expenditures Compared to Budget

Budget Fund

For the Fiscal Year Ended June 30, 1998

Variance
Origind Final Favorable
Appropriation Budget Actual (Unfavorable)

Pardons and Paroles, State Board of $ 44,711,153 $ 45,919,221 $ 45,805,191 $ 114,030
Personnel Board, State - Merit System of

Personnel Administration 1,098,162,845 1,136,749,364 1,090,873,718 45,875,646
Public Safety, Department of 119,228,086 130,050,615 126,325,714 3,724,901
Public School Employees Retirement System-Expense Fund 15,110,000 15,110,000 15,110,000 0
Public Service Commission 10,731,875 10,824,177 10,521,639 302,538
Public Telecommunications Commission 28,139,624 35,601,169 37,470,922 (1,869,753)
Regents of the University System of Georgia, Board of 2,669,910,681 3,680,889,805 3,428,712,864 252,176,941
Revenue, Department of 97,699,116 134,249,131 119,423,166 14,825,965
Secretary of State 32,132,511 34,055,774 32,235,514 1,820,260
Soil and Water Conservation Commission 2,495,590 2,591,864 2,560,723 31,141
Student Finance Commission 208,845,430 241,993,060 228,415,821 13,577,239
Teachers Retirement System - Expense Fund 11,082,683 12,156,432 11,119,585 1,036,847
Technical and Adult Education, Department of 292,599,277 380,229,176 354,065,195 26,163,981
Transportation, Department of 1,165,727,067 3,070,405,340 1,445,291,600 1,625,113,740
Veterans Service, Department of 28,044,624 28,814,684 28,138,454 676,230
Workers Compensation, State Board of 11,108,457 11,299,957 11,238,813 61,144

Total Expenditures

$ 19,397,139,582 $ 24,828,110,166 $ 21,752,996,129 $ 3,075,114,037

Excess of Funds Available over Expenditures

The notes of the financia statements are an integral part of this statement.
15

$ 1,450,740,846 $ 1,450,740,846




State of Georgia

Combined Statement of Revenues, Expenses and

Changes in Fund Equity/Fund Balances

All Proprietary Fund Types, Nonexpendable Trust Funds and

Discretely Presented Component Units
For the Fiscal Year Ended June 30, 1998

Primary Government

Fiduciary
Proprietary Fund Types Fund Type
Interna Nonexpendable
Enterprise Service Trust

Operating Revenues.
Contributions $ 1,039,788,654 $ 116,076,367 $ —
Insurance Recoveries — 1,763,355 -
Interest and Other Investment Income 13,614,428 145,271,963 12,917
Intergovernmental — — —
Rents and Royalties — 31,614,994 -
Sales and Services 29,396 259,211,959 —
Taxes — — —
Other — 1,364,309 -
Total Operating Revenues $1,053432,478 $ 555,302,947 $ 12,917

Operating Expenses:
General and Administrative $ 224492609 $ 157,027,387 $ 4,066
Goods and Services — 174,952,970 —
Interest — 194,765 —
Benefits 863,085,931 15,178,000 —
Claims and Judgments — 183,454,774 —
Prizes — — —
Scholarships — — 2,320
Depreciation — 1,309,224 —
Other — — 878
Total Operating Expenses $1,087578540 $ 532,117,120 $ 7,264
Operating Income (L0ss) $ (34,146,062) $ 23185827 $ 5,653

Nonoperating Revenues (Expenses):

Contributions and Intergovernmental Revenue $ — $ — $ —
Interest and Other Investment Income — 909,861 —
Gain on Sde of Loans — — —
Hotel/Motel Tax (Net) — — —
Interest Expense — (57,945) —
Other Debt Service Charges — — —
Other (6,870) (1,537,414) —
Total Nonoperating Revenues (Expenses) $ (6,870) $ (685,498) $ 0
Net Income (Loss) Before Operating Transfers $ (34152932) $ 22,500,329 $ 5,653

The notes to the financia statements are an integral part of this statement.
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Totals- Totals-
(Memorandum (Memorandum
Only) Component Units Only)
Primary Proprietary Reporting
Government Fund Types Entity
$ 1,155,865,021 $ 40,925 $ 1,155,905,946
1,763,355 — 1,763,355
158,899,308 76,750,929 235,650,237
0 21,091,686 21,091,686
31,614,994 63,009,735 94,624,729
259,241,355 1,873,520,358 2,132,761,713
0 1,569,994 1,569,994
1,364,309 22,897,569 24,261,878
$1,608,748,342 $ 2,058,881,196 $ 3,667,629,538
$ 381,524,062 $ 148,129,964 $ 529,654,026
174,952,970 321,862,745 496,815,715
194,765 59,393,081 59,587,846
878,263,931 — 878,263,931
183,454,774 — 183,454,774
0 902,465,000 902,465,000
2,320 — 2,320
1,309,224 34,405,479 35,714,703
878 48,937,250 48,938,128
$1,619,702924 $ 1515193519 $ 3,134,896,443
$ (10,954582) $ 543,687,677 $ 532,733,095
$ 0% 571,059 $ 571,059
909,861 63,976,913 64,886,774
0 883,484 883,484
0 17,282,333 17,282,333
(57,945) (35,695,827) (35,753,772)
0 (8,838,889) (8,838,889)
(1,544,284) (12,288,879) (13,833,163)
$ (692,368) $ 25,890,194 $ 25,197,826
$ (11,646950) $ 569,577,871 $ 557,930,921

(continued)



State of Georgia

Combined Statement of Revenues, Expenses and
Changes in Fund Equity/Fund Balances
All Proprietary Fund Types, Nonexpendable Trust Funds and
Discretely Presented Component Units (continued)
For the Fiscal Year Ended June 30, 1998

Primary Government

Fiduciary
Proprietary Fund Types Fund Type
Interna Nonexpendable
Enterprise Service Trust
Operating Transfers:
TransfersIn $ — $ 54197836 $ —
Transfers from Primary Government — — —
Transfers Out — (17,427,367) —
Transfers to Primary Government — — —
Net Operating Transfers $ 0% 36,770,469 $ 0
Net Income (Loss) $ (34,152,932) $ 59,270,798 $ 5,653
Deficiency of Revenues under Expenditures from
Governmental Operations and Expendable
Trust Funds — — —
Fund Equity/Fund Balances, July 1 104,262,182  1,007,729,825 215,826
Adjustments (Net) — (10,336,230) (383)
Contributed Capital — 165,856 —
Contributed Capital from Primary Government — — —
Contributed Capital from Federal Government — — —
Contributed Capital from Other Sources — — —
Transfer of Contributed Capital — (82,000) —
Transfer of Contributed Capital to Primary Government — — —
Transfer of Equity from Primary Government — — —
Increase in Inventories — 982,989 —
Fund Equity/Fund Balances, June 30 $ 70,109,250 $ 1,057,731,238 $ 221,096

The notes to the financia statements are an integral part of this statement.
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Totals - Totals -

(Memorandum (Memorandum
Only) Component Units Only)
Primary Proprietary Reporting
Government Fund Types Entity
$ 54197836 $ — $ 54,197,836
0 62,019,706 62,019,706
(17,427,367) — (17,427,367)

0 (550,686,614)  (559,686,614)

$ 36770469 $ (497,666,908) $ (460,896,439

$ 25123519 $ 71,910,963 $ 97,034,482

0 (2,400,405) (2,400,405)
1,112,207,833  1,453154,306  2,565,362,139
(10,336,613) (20,471,837) (30,808,450)
165,856 — 165,856

0 39,857,145 39,857,145

0 35,688,800 35,688,800

0 4,957,024 4,957,024

(82,000) — (82,000)

0 (14,894,947) (14,894,947)

0 199,786 199,786

982,989 44,077 1,027,066

$1,128,061,584 $ 1,568,044,912 $ 2,696,106,496
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State of Georgia

Combined Statement of Cash Flows

All Proprietary Fund Types, Nonexpendable Trust Funds and
Discretely Presented Component Units
For the Fiscal Year Ended June 30, 1998

Primary Government Totals - Totals -
Fiduciary (Memorandum (Memorandum
Proprietary Fund Types Fund Type Only) Component Units Only)
Interna Nonexpendable Primary Proprietary Reporting
Enterprise Service Trust Government Fund Types Entity
Cash Flows from Operating Activities:
Cash Received from Customers $ 29,396 $ 308,349,050 $ — $ 308,378,446 $ 2,026,445,498 $ 2,334,823,944
Cash Received from Required Contributions 1,038,477,795 115,640,381 — 1,154,118,176 —  1,154,118,176
Cash Received from Insurance Proceeds 1,763,355 — 1,763,355 — 1,763,355
Principal Payments Received on Program Loans — — 0 123,192,291 123,192,291
Interest Received on Program Loans — — 0 75,218,750 75,218,750
Cash Paid to Vendors (223,443,697)  (248,934,439) (4,944) (472,383,080)  (431,389,348)  (903,772,428)
Cash Paid to Employees (2,498,622) (81,119,778) — (83,618,400)  (113917,345)  (197,535,745)
Cash Paid for Benefits (851,524,392) (15,178,000) — (866,702,392) — (866,702,392)
Cash Paid for Claims and Judgments (84,658,119) — (84,658,119) — (84,658,119)
Cash Paid for Lottery Prizes — — 0 (864,420,000)  (864,420,000)
Cash Paid for Scholarships — (2,320) (2,320) — (2,320)
Origination of Program Loans — — 0 (174,392,226)  (174,392,226)
Governmental and Fiduciary Fund Type Activity (Net) — — 0 (17,303,499) (17,303,499)
Other Operating Items (Net) — — 0 166,120 166,120
Net Cash Provided by (Used in) Operating Activities $  (38,959,520) $  (4,137,550) $ (7,264) $  (43,104,334) $ 623,600,241 $ 580,495,907
Cash Flows from Noncapita Financing Activities:
Operating TransfersIn $ $ 54,197,836 $ — 3 54,197,836 $ — $ 54,197,836
Operating Transfers from Primary Government — — 0 62,019,706 62,019,706
Proceeds from Assignment of Program Loans Under
Repurchase Agreements — — 0 10,711,222 10,711,222
Issuance of Bonds/Loans/Notes — — 0 167,621,141 167,621,141
Contributed Capital — — 0 24,723,485 24,723,485
Hotel/Motel Tax (Net) — — 0 3,200,997 3,200,997
Operating Transfers Out (17,427,367) — (17,427,367) — (17,427,367)
Operating Transfers to Primary Government — — 0 (555,617,071)  (555,617,071)
Repayment of Advances — — 0 (53,750) (53,750)
Principa Paid on Bonds/Loans/Notes — — 0 (172,969,802)  (172,969,802)
Interest Paid on Bonds/L oans/Notes — — 0 (51,560,281) (51,560,281)
Return of Contributed Capital (82,000) — (82,000) (14,894,947) (14,976,947)
Transfer of Equity from Primary Government — — 0 199,786 199,786
Other Debt Service Payments — — 0 (2,182,005) (2,182,005)
Other Noncapital Items (Net) 866,532 — 866,532 (1,989,564) (1,123,032)
Net Cash Provided by (Used in) Noncapital
Financing Activities $ 0 $ 37555001 $ 0s 37,555,001 $ (530,791,083) $ (493,236,082)
Cash Flows from Capital and Related Financing Activities:
|ssuance of Bonds/Loans/Notes $ $ — $ — 3 0$ 76654509 $ 76,654,509
Hotel/Motel Tax Received — — 0 13,781,971 13,781,971
Contributed Capital 165,856 — 165,856 45,336,032 45,501,888
Sale of Capital Assets — — 0 614,951 614,951
Acquisition and Construction of Capital Assets (89,828) (14,345,953) — (14,435,781) (60,165,419) (74,601,200)
Principal Paid on Bonds/L oans/Notes (242,857) — (242,857) (90,215,248) (90,458,105)
Interest Paid on Bonds/Loans/Notes (57,945) — (57,945) (32,338,417) (32,396,362)
Other Debt Service Payments — — 0 (7,809,710) (7,809,710)
Other Capital and Related Items (Net) — — 0 (334,710) (334,710)
Net Cash Used in Capital and Related Financing Activities $ (89,828) $ (14,480,899 $ 0 $ (14570,727) $  (54,476,041) $  (69,046,768)
Cash Flows from Investing Activities:
Purchase of Investments (Net) $ (47,863,480) $ (320,961,015) $ 161,724 $ (368,662,771) $ (211,337,264) $ (580,000,035)
Interest on Investments 14,078,045 37,008,604 12,136 51,098,785 44,271,915 95,370,700
Other Investing Items (Net) — — 0 121,036 121,036
Net Cash Provided by Investing Activities $  (33,785435) $ (283,952,411) $ 173,860 $ (317,563,986) $ (166,944,313) $ (484,508,299)
Net Increase in Cash and Cash Equivalents $ (72,834,783) $ (265,015,859 $ 166,596 $ (337,684,046) $ (128,611,196) $ (466,295,242)
Cash and Cash Equivalents, July 1 76,983,949 272,299,546 19,102 349,302,597 369,219,652 718,522,249
Cash and Cash Equivalents, June 30 $ 4,149,166 $ 7,283,687 $ 185,698 $ 11,618,551 $ 240,608,456 $ 252,227,007

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

Combined Statement of Cash Flows
All Proprietary Fund Types, Nonexpendable Trust Funds and
Discretely Presented Component Units
For the Fiscal Year Ended June 30, 1998

Operating Income (L0ss)

Adjustments to Reconcile Operating Income to
Net Cash Provided by (Used in) Operating Activities:

Depreciation/Amortization

Interest and Other Investment Income

Other

Changesin Assets and Ligbilities:
Increase in Intergovernmental Recelvables
Increase in Interest and Dividends Receivable
Increase in Notes and L oans Receivable
Decrease (Incresse) in Other Receivables
Decrease in Due from Other Funds
Increase in Due from Primary Government
Increase in Due from Component Units
Decrease in Inventories
Decrease (Increase) in Prepaid Items
Decrease in Other Assets
Increase (Decrease) in Accounts Payable and Other Accruas
Increase in Compensated Absences Payable
Increase in Claims and Judgments Payable
Increase (Decrease) in Contracts Payable
Decrease in SalariesWithholdings Payable
Increase in Benefits Payable
Increase in Due to Other Funds
Increase in Due to Primary Government
Increase in Due to Component Units
Increase in Deferred Revenue
Decrease in Funds Held for Others
Decrease in Other Liabilities
Increase (Decrease) in Deposits and Overpayments
Increase in Grand Prizes Payable

Total Adjustments

Net Cash Provided by (Used in) Operating Activities

Noncash Investing, Capital, and Financing Activities:
Acquisition of Fixed Assets through Capital Leases
Disposal of Fixed Assets
Donation of Fixed Assets
Interest Earned on Grand Prize Investments and
Grand Prizes Payable

Purchase of Building on Account

Refunding Bond Proceeds Deposited Directly into
Escrow Account

Write off of Fixed Assets

Primary Government Totals - Totals -
Fiduciary (Memorandum (Memorandum
Proprietary Fund Types Fund Type Only) Component Units Only)
Interna Nonexpendable Primary Proprietary Reporting
Enterprise Service Trust Government Fund Types Entity
$  (34,146,062) $ 23,185,827 $ 5653 $  (10,954,582) $ 543,687,677 $ 532,733,095
$ — $ 1,309,224 $ — $ 1,309,224 $ 36318512 $ 37,627,736
(13,614,428)  (145,271,963) (12,917) (158,899,308) 57,242,065 (101,657,243)
— — 0 (38,043,891) (38,043,891)
— — — 0 (2,518,671) (2,518,671)
— — — 0 (1,367,878) (1,367,878)
— — — 0 (51,180,079) (51,180,079)
(2,707,381) 55,534 — (2,651,847) 9,947,439 7,295,592
13,832,580 — 13,832,580 — 13,832,580
— — — 0 (71) (71)
— 50,589 — 50,589 — 50,589
— (102,675) — (102,675) 476,213 373,538
— (22,928) — (22,928) 1,209,943 1,187,015
— — — 0 5,256,224 5,256,224
(1,349,172) (3,180,875) — (4,530,047) 334,264 (4,195,783)
84,269 332,098 — 416,367 267,213 683,580
98,796,655 — 98,796,655 — 98,796,655
(184,807) 5,449,562 — 5,264,755 (347,551) 4,917,204
(79,794) — (79,794) (218,934) (298,728)
11,561,539 — — 11,561,539 — 11,561,539
319,350 — 319,350 — 319,350
— — — 0 45,454 45,454
— 143 — 143 — 143
1,396,522 6,384 — 1,402,906 736,463 2,139,369
— — 0 (6,859) (6,859)
— — — 0 (118,997) (118,997)
— 1,182,739 — 1,182,739 (550,295) 632,444
— — — 0 62,432,000 62,432,000
$ (4,813/458) $  (27,323,377) $ (12917) $_ (32149,752) $_ 79912564 $_ 47,762,812
$  (38,959,520) $  (4,137,550) $ (7,264) $  (43,104,334) $ 623,600,241 $ 580,495,907
$ — $ 10,520,820 $ — $ 10,520,820 $ — $ 10,520,820
(6,870) (2,395,749) — (2,402,619) (693,638) (3,096,257)
— — 0 1,777,741 1,777,741
— — — 0 20,839,000 20,839,000
— — — 0 46,403 46,403
— — — 0 90,526,229 90,526,229
— (10,336,230) — (10,336,230) — (10,336,230)
$ (6,870) $  (12,731,979) $ 0 $ (12,738,849 $ 112,495,735 $ 99,756,886

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

Cash and Cash Equivaents
Investments
Receivables (Net of Allowances
for Uncollectibles)
Interest and Dividends
Other
Prepaid Items
Fixed Assets (Net, Where Applicable, of
Accumulated Depreciation)

Total Assets

Liabilities

Cash Overdraft

Accounts Payable and Other Accruals
Salaries/Withholdings Payable

Due to Other Funds

Due to Primary Government

Total Liabilities

Fund Balances Reserved for
Pension Benefitsand Investment Trust Fund

State of Georgia

Statements of Plan Net Assets
Pension Trust Funds, Investment Trust Fund and
Discretely Presented Component Units
June 30, 1998

Primary Government
District District Superior Superior Tria Judges
Defined Attorneys Attorneys Employees Legidative Court Judges Court Judges and Solicitors
Contribution Retirement Retirement Retirement Retirement Retirement Retirement Retirement

Plan Fund System System System Fund System Fund
$ 70,000 $ 3,000 $ 17,000 $ — $ 82,854 $ 60,000 $ — 87,000
25,888,000 — 31,001,000 11,275,768,772 26,386,820 1,547,000 114,701,000 55,800,000
227,000 — — 93,182,000 — — — —
982,000 — 47,000 5,467,799 326 1,000 187,000 251,000
— — — 15,906 — — — —
$ 27,167,000 $ 3,000 $ 31,065,000 $ 11,374,434477 $ 26,470,000 $ 1,608,000 $ 114,888,000 56,138,000
$ — $ — $ — $ 2,152,641 $ — $ — 153,000 —
2,000 3,000 6,000 6,232,428 13,000 36,000 45,000 7,000
— — — 23,629 — — — —
— — — 632,673 26,000 — — —
$ 2,000 $ 3,000 $ 6,000 $ 9,041,371 $ 39,000 $ 36,000 $ 198,000 7,000
$ 27,165,000 $ 0% 31,059,000 $ 11,365,393,106 $ 26,431,000 $ 1,572,000 $ 114,690,000 56,131,000

(Schedules of funding progress are presented on pages 91 and 93)

The notesto the financial statements are an integra part of this statement.
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$

Component Units - Fiduciary Fund Types

Judges of the Public School Superior
Total Firefighters Probate Courts Peace Officers Employees Sheriffs Court Clerks Teachers Total
Investment Primary Pension Retirement Annuity and Retirement Retirement Retirement Retirement Component

Trust Fund Government Fund Fund Benefit Fund System Fund Fund System Units
— $ 319,854 $ — 3 28,224 $ 3,389,458 $ — $ — 52,760 $ — 3 3,470,442
2,834,115,490 14,365,208,082 308,339,127 35,543,811 242,328,596 702,149,000 38,813,522 34,421,652  34,444,586,000 35,806,181,708
— 93,409,000 2,313,832 325,490 2,017,814 — 291,749 — 245,932,000 250,880,885
— 6,936,125 — — — 6,000 — — 180,370,720 180,376,720
— 15,906 — — — — — — 42,175 42,175
— 0 267,407 606 433,794 — 20,620 19,207 — 741,634
2,834,115490 $ 14,465,888,967 310,920,366 $ 35,898,131 $ 248,169,662 $ 702,155,000 $ 39,125,891 34,493,619 $ 34,870,930,895 $ 36,241,693,564
174,669,398 $ 176,975,039 394 $ — $ — $ 38,000 $ 9,130 — $ 65,282 $ 112,806
— 6,344,428 — — — 267,000 — — 1,987,730 2,254,730
— 23,629 — 1,279 4,393 — — — 62,762 68,434
— 658,673 — — — — — — — 0
— 0 — — — — — — 39,946 39,946
174,669,398 $ 184,001,769 394 $ 1279 $ 4393 $ 305,000 $ 9,130 0s 2,155,720 $ 2,475,916
2,659,446,092 $ 14,281,887,198 310,919,972 $ 35,896,852 $  248,165269 $ 701,850,000 $ 39,116,761 34,493,619 $ 34,868,775,175 $ 36,239,217,648
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Additions:
Contributions
Employer and Employee
Fines and Forfeits
Fines and Bond Forfeitures
Interest and Other Investment Income
Dividends and Interest
Net Appreciation in Fair Value of Investments
Less: Investment Expense
Net Gain on Disposal of Investment Securities
Pool Participant Deposits
Sales and Services
Civil Cases
Marriage License Fees
Real Estate Recording Fees
Taxes
Insurance Companies
Other
Miscellaneous

Total Additions
Deductions:
General and Administrative Expenses
Benefits
Pool Participant Withdrawals
Refunds
Total Deductions
Net Increase Before Operating Transfers
Operating Transfers:
Transfers from Primary Government
Transfers to Primary Government

Net Operating Transfers

Net Increase

Fund Balances Reserved for Pension Benefits, July 1

Adjustments
Change in Accounting Principle

Fund Balances Reserved for Pension Benefits and
Investment Trust Fund, June 30

State of Georgia

Statements of Changes in Plan Net Assets
Pension Trust Funds, Investment Trust Fund and

Discretely Presented Component Units

For the Fiscal Year Ended June 30, 1998

Primary Government
District District Superior Superior Tria Judges
Defined Attorneys Attorneys Employees Legidative Court Judges Court Judges  and Salicitors
Contribution Retirement Retirement Retirement Retirement Retirement Retirement Retirement
Plan Fund System System System Fund System Fund
$ 10,473,000 $ 179,000 $ 574,000 $ 341,623,000 $ 406,000 $ 1,893,000 $ 2,223,000 $ 1,670,000
1,153,904 — 978,750 366,261,980 743,676 50,112 3,732,300 1,835,178
2,159,680 — 4,668,750 1,747,350,100 3,547,420 239,040 17,803,500 8,754,010
(11,584) — (22,500) (8,824,080) (17,096) (1,152) (85,800) (42,188)
$ 13775000 $ 179,000 $ 6,199,000 $ 2,446,411,000 $ 4,680,000 $ 2,181,000 $ 23,673,000 12,217,000
$ 245,000 $ — $ — $ 3,760,108 $ — $ — $ — —
— 179,000 380,000 357,434,000 977,000 1,877,000 2,437,000 591,000
7,939,000 — 23,000 10,221,000 18,000 — 253,000 11,000
$ 8,184,000 $ 179,000 $ 403000 $ 371415108 $ 995,000 $ 1,877,000 $ 2,690,000 602,000
$ 5591000 $ 0 $ 5796000 $ 2074995892 $ 3,685000 $ 304,000 $ 20,983,000 11,615,000
$ — $ — $ — $ — $ — $ — $ — —
$ — $ — $ — $ — $ — $ — $ — —
$ 5591000 $ 0$ 5796000 $ 2074995892 $ 3,685000 $ 304,000 $ 20,983,000 11,615,000
21,574,000 0 25,263,000 9,290,397,214 22,746,000 1,268,000 93,707,000 44,516,000
$ 27,165,000 $ 0 $ 31,059,000 $ 11,365,393,106 $ 26,431,000 $ 1,572,000 $ 114,690,000 56,131,000

The notesto the financial statements are an integra part of this statement.
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Component Units - Fiduciary Fund Types

Judges of the Public School Superior
Total Firefighters Probate Courts ~ Peace Officers Employees Sheriffs Court Clerks Teachers Total
Investment Primary Pension Retirement Annuity and Retirement Retirement Retirement Retirement Component
Trust Fund Government Fund Fund Benefit Fund System Fund Fund System Units

$ $ 359,041,000 $ 1,446,610 191,961 $ 1118559 $ 16,274,000 $ 99,897 $ 82,682 $ 1,012,696,008 $ 1,031,909,717
0 — 442,596 12,591,469 — 2,074,867 608,956 — 15,717,888
136,169,868 510,925,768 13,302,641 1,839,103 11,658,921 23,099,022 1,527,419 2,104,104 1,104,247,000 1,157,778,210
1,784,522,500 — — — 110,184,990 — — 5,483,218,000 5,593,402,990
(1,231,885) (10,236,285) — — — (531,012) — — (25,734,000) (26,265,012)

0 32,756,216 3,363,763 14,511,655 — 5,439,715 — — 56,071,349
3,805,624,218 3,805,624,218 — — — — _ _ _ 0
0 _ — — — — 290,579 — 290,579

0 — 128,195 — — — — — 128,195

0 — — — — — 1,244,726 — 1,244,726

0 11,476,882 — — — — — — 11,476,882

0 139,729 8,232 125,736 — — — — 273,697

$ 3,940,562,201 $  6,449,877,201 $ 59,122,078 5973850 $ 40,006,340 $ 149,027,000 $ 9,141,898 $ 4,331,047 $ 7,574/427,008 $ 7,842,029,221
$ $ 4,005,108 $ 1,562,456 128,864 $ 1134560 $ 575,000 $ 387,048 $ 79,547 $ 6,634,475 $ 10,501,950
363,875,000 10,869,240 1,068,532 9,820,201 24,537,000 2,106,295 2,055,696 780,582,000 831,038,964

3,391,131,132 3,391,131,132 _ _ _ _ _ _ _ 0
18,465,000 167,688 — 96,481 364,000 — 24,750 42,098,000 42,750,919

$3391,131,132 $  3,777,476,240 $ 12,599,384 1197396 $ 11,051,242 $ 25476000 $ 2493343 $ 2,159,993 $ 829314475 $ 884,291,833
$ 549431069 $  2,672,400,961 $ 46,522,694 4776454 $ 28955098 $ 123,551,000 $ 6,648,555 $ 2,171,054 $ 6,745112533 $ 6,957,737,388
$ $ 0s — — $ — $ — 3 - 3 — $ 3,644,000 $ 3,644,000
0 _ _ — — — — (179,008) (179,008)

$ $ 0s — — $ — $ — 3 — 3 — $ 3,464,992 $ 3,464,992
$ 549431069 $ 2,672,400,961 $ 46,522,694 4776454 $ 28955098 $ 123,551,000 $ 6,648,555 $ 2,171,054 $ 6,748577,525 $ 6,961,202,380
0 9,499,471,214 264,397,278 31,120,398 219,210,171 578,299,000 32,468,206 32,322565  28,120,197,650  29,278,015,268
2,110,015,023 2,110,015,023 — — — — — — — 0
$ 2,659,446,092 $ 14,281,887,198 $ 310,919,972 35,896,852 $ 248,165269 $ 701,850,000 $ 39,116,761 $ 34,493,619 $ 34,868,775175 $ 36,239,217,648
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Combined Statement of Changes in Fund Balances

State of Georgia

College and University Funds

For the Fiscal Year Ended June 30, 1998

Revenues and Other Additions:
Unrestricted Revenues
Federal Grants and Contracts
State Grants and Contracts
Loca Grants and Contracts
Private Gifts, Grants and Contracts
Investment Income
Endowment
Other
Sales and Services
Net Gain/(Loss) on Investments
Interest on Loans Receivable
Expended for Plant Facilities
Current Funds
Plant Funds
Unexpended
Renewal s and Replacements

Georgia State Financing and Investment Commission

Other Additions (Net)
Insurance Recoveries
Other

Recovery of Prior Year's Cancelled Loans and

Collection Costs
Total Revenues and Other Additions

Expenditures and Other Deductions:
Education and General Expenditures
Auxiliary Enterprises Expenditures
Hospital Expenditures
Indirect Cost Recoveries
Loans Assigned to Federal Government
Loan Cancellations and Write-offs
Administrative and Collection Costs
Expended for Plant Facilities

Capitalized
Non-Capitalized
Other Deductions (Net)
Disposal §/Del etions/Adjustments

Total Expenditures and Other Deductions

Current Funds Loan
Unrestricted Restricted Funds
$ 1,133,372,899 $ — $ —
— 648,291,341 136,277
— 247,659,991 —
— 6,097,377 3,387
— 153,543,228 180,823
— 9,006,016 —
— 77,125 828,883
— 5,109,504 —
— — 942,634
2,762,120 146,784 —
— — 143,194
$ 1,136,135,019 $ 1,069,931,366 $ 2,235,198
$ 2,185798986 $ 917,433912 $ —
173,763,185 — —
190,986,076 76,720,453 —
— 58,432,729 —
— — 61,417
— — 621,571
— 93,992 172,754
— — 176,139
$ 2550548247 $ 1,052,681,086 $ 1,031,881

The notes to the financia statements are an integral part of this statement.
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Endowment
and Similar
Funds

Plant Funds

Unexpended

Renewals and
Replacements

Investment
in Plant

Totd

(Memorandum

Only)

14,838,207

— $

7,599,657
10,457,258

9,727,268

15,241,544

4,399,556
2,082,959

606,894

56,009

17,164,125

182,464,434

156,404,105
9,956,482
120,647,308

$ 1,133,372,899

656,027,275
258,117,249

6,100,764
181,659,473

9,027,852
16,754,446
5,109,504
13,398
942,634

182,464,434
156,404,105

9,956,482
120,647,308

4,399,556
19,886,079

143,194

15,917,470

49,508,242

662,903

486,636,454

$ 2,761,026,652

58,360

156,404,105
13,459,410

9,956,481
3,197,137

93,612,906

$ 3,103,232,898

173,763,185
267,706,529
58,432,729
61,417
621,571
325,106

166,360,586
16,656,547
176,139
93,612,906

169,921,875

13,153,618

93,612,906

$ 3,880,949,613
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State of Georgia

Combined Statement of Changes in Fund Balances
College and University Funds (continued)
For the Fiscal Year Ended June 30, 1998

Current Funds Loan
Unrestricted Restricted Funds
Transfers Between Funds, Net In (Out)
Mandatory $ (1,500,000) $ (519,664) $ (62,151)
Nonmandatory (36,373,817) (1,255,670) 48,520
Total Transfers Between Funds $ (37,873817) $ (1,775,334) $ (13,631)
Operating Transfers:
Transfersin $ 1,450,720,478 $ — $ —
Transfers Out (3,340,352) — —
Transfers to Component Units (18,915,057) — —
Total Operating Transfers $ 1,428,465,069 $ 0% 0
Net Increase (Decrease) in Fund Balances $  (23,821,976) $ 15,474,946 $ 1,189,686
Fund Balances, July 1 123,914,009 55,262,001 59,452,142
Adjustments
Change in Accounting Principle 256,446 1,738,172 289,846
Transfer of Equity 400,296 (400,296) —
Fund Balances, June 30 $ 100,748,775 $ 72,074,823 $ 60,931,674

The notes to the financia statements are an integral part of this statement.
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Endowment Plant Funds Totd

and Similar Renewals and Investment (Memorandum
Funds Unexpended Replacements in Plant Only)

2,081,815 $ — $ — $ — $ 0

(490,706) 24,840,455 13,231,218 — 0

1591,109 $ 24,840,455 $ 13,231,218 $ 0% 0

— $ 72,796,332 $ 414,887 $ — $ 1,523,931,697

— 1,155,038 — — (2,185,314)

— — — — (18,915,057)

0% 73951,370 $ 414,887 $ 0 $ 1,502,831,326

17,508,579 $ (21,621,808) $ 1,155,390 $ 393,023,548 $ 382,908,365

81,739,275 38,673,908 32,989,750  4,223590,203  4,615,621,297
19,713,172 (35,588) (2,023) — 21,960,025
— — — — 0

118,961,026 $ 17,016,512 $ 34,143,126 $ 4,616,613,751 $ 5,020,489,687
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State of Georgia

Combined Statement of Current Funds Revenues,

Revenues.
Tuition and Fees
Federal Grants and Contracts
State Grants and Contracts
Local Grants and Contracts
Private Gifts, Grants and Contracts
Investment Income
Sales and Services of Educational Departments
Sales and Services of Auxiliary Enterprises
Sales and Services of Hospital
Other Sources

Total Revenues

Expenditures and Mandatory Transfers:

Education and General

Instruction

Research

Public Service

Academic Support

Student Services

Institutional Support

Plant Operations and Maintenance

Scholarships and Fellowships
Auxiliary Enterprises

Student Housing

Faculty and Staff Housing

Food Services

Stores and Shops

Intercollegiate Athletics

Other Service Units
Hospital Expenditures

Medica College of Georgia Hospital

Georgia Correctiona Health Care

Georgia War Veterans Nursing Home
Mandatory Transfers, Net (In) Out

Total Expenditures and Mandatory Transfers

Other Transfers and Additions (Deductions):
Excess of Restricted Receipts over Transfers
to Revenues
Nonmandatory Transfers, Net In (Out)
Other Additions (Deductions), Net
Operating Transfers
TransfersIn
Transfers Out
Transfers to Component Units

Total Other Transfers and Additions (Deductions)

Net Increase in Fund Balances

The notes to the financial statements are an integral part of this statement.
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Expenditures and Other Changes
College and University Funds
For the Fiscal Year Ended June 30, 1998

Total
Current Funds (Memorandum

Unrestricted Restricted Only)
535,016,387 $ — $ 535,016,387
60,836,464 595,982,597 656,819,061
4,124,614 240,403,502 244,528,116
352,199 5,645,646 5,997,845
7,148,232 144,147,533 151,295,765
106,734 3,185,219 3,291,953
53,289,656 4,018,332 57,307,988
174,807,488 174,807,488
209,989,684 — 209,989,684
87,701,441 — 87,701,441
$ 1,133,372,899 $ 993,382,829 $ 2,126,755,728
866,307,641 $ 87,458,437 $ 953,766,078
222,730,421 239,017,794 461,748,215
137,128,657 65,036,126 202,164,783
220,102,200 7,988,039 228,090,239
114,009,303 4,109,712 118,119,015
338,401,192 24,872,679 363,273,871
207,012,615 1,368,136 208,380,751
80,106,957 487,582,989 567,689,946
54,661,035 — 54,661,035
178,505 — 178,505
35,185,199 — 35,185,199
16,226,677 — 16,226,677
28,466,207 — 28,466,207
39,045,562 — 39,045,562
190,986,076 — 190,986,076
69,206,541 69,206,541
— 7,513,912 7,513,912
1,500,000 519,664 2,019,664
2,552,048247 $ 994,674,029 $ 3,546,722,276
— % 17,969,024 $ 17,969,024
(36,373,817) (1,255,670) (37,629,487)
2,762,120 52,792 2,814,912
1,450,720,478 — 1,450,720,478
(3,340,352) — (3,340,352)
(18,915,057) — (18,915,057)
1,394,853,372 $ 16,766,146 $ 1,411,619,518
(23,821,976) $ 15,474,946 $ (8,347,030)
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State of Georgia

Notes to the Financial Statements
June 30, 1998

Note 1. Summary of Significant
Accounting Policies

With the exception of the departures from generaly
accepted accounting principles (GAAP) disclosed in the
following paragraphs, the financial statements of the State
of Georgia have been prepared in conformity with GAAP as
applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental
accounting and financial reporting principles. The financial
statements of the College and University Funds have been
prepared in conformity with GAAP as promulgated by the
provisions of the American Institute of Certified Public
Accountants’ “Industry Audit Guide - Audits of Colleges
and Universities.”

The more significant of the State's accounting policies are
described below:

A. Reporting Entity

In evaluating how to define the government for financia
reporting purposes, management has considered both the
organizations which compose the primary government and
potential component units. The primary government
consists of all the organizations that compose the legal
entity of the State of Georgia. All agencies, departments,
authorities, commissions, courts, councils, boards,
universities, colleges, retirement funds, associations and
other funds that are not legally separate are, for financial
reporting purposes, considered part of the primary
government. In addition, included within the primary
government are organizations which are legally separate but
s0 intertwined with the primary government that they are, in
substance, part of the primary government.

The decision to include a potential component unit in the
reporting entity was made by applying the criteria set forth
in Section 2100 of the GASB Cadification of Governmental
Accounting and Financial Reporting Standards.  This
Section defines a component unit as a legally separate
organization for which the primary government is financially
accountable and other organizations for which the primary
government is not accountable, but for which the nature and
the significance of the relationship with the primary
government are such that exclusion would cause the
financial statementsto be misleading or incomplete.
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Financial accountability is the ability to appoint a voting
majority of an organization’s governing board and to impose
will upon the organization or to have exist the potential for
the organization to provide specific financial benefits or
impose specific financial burdens on the primary
government. In addition, organizations which are fiscally
dependent upon the primary government were considered
as potential component units.

As required by GAAP, these financial statements present
the government and its component units, entities for which
the government is considered to be financially accountable.
Blended component units, although legally separate entities,
are, in substance, part of the government’s operations and
therefore data from these units are combined with that of the
primary government. The blended component units are as
follows:

GeorgiaNet Authority (Special Revenue Fund) is an
instrumentality of the State of Georgia and a public
corporation. The authority is responsible for the centralized
marketing of certain information maintained in electronic
format to the public. Three of the five members of the Board
are appointed by the Governor. Any funds in excess of
those needed for the corporate purposes of the authority are
required to be transferred to the General Fund.

Georgia Building Authority (Hospital) (Capital Projects
Fund) is a body corporate and politic. The authority is
responsible for the construction and management of
hospitals, health care facilities, dormitories and housing
accommodations for the use of patients, officers and
employees under the control of any State agency. The
Board consists of four State officials designated by statute
and one member appointed by the Governor.

Georgia Building Authority (Markets) (Capital Projects
Fund) is a body corporate and politic. The authority is
responsible for the construction and management of
farmers markets. The Board consists of four State officials
designated by statute and one member appointed by the
Governor.

Georgia Building Authority (Penal) (Capital Projects Fund)
is a body corporate and politic. The authority was created
for the purpose of constructing and managing penal
institutions, penitentiaries, prisons and prison institutes,
detention and corrections ingtitutions, rehabilitation
facilities and county correctional institutions. The Board
consists of four State officials designated by statute and
one member appointed by the Governor.



State of Georgia

Notes to the Financial Statements
June 30, 1998

Note 1. Summary of Significant
Accounting Poalicies (continued)

Georgia Education Authority (University) (Capital Projects
Fund) is a body corporate and politic. The authority is
charged with the overall responsibility of the construction
and management of housing accommaodations, classrooms,
laboratories, libraries, dormitories and instructional,
administrative and recreational facilities for students,
faculty, officers and employees of any institution under
control of the Board of Regents. The Board consists of five
State officials designated by statute and one member
appointed by the Governor.

Georgia Building Authority (Internal Service Fund) isabody
corporate and politic. The purpose of this authority is to
construct and manage buildings and facilities intended for
use as office space, public parks and public parking
facilities, the executive mansion and laboratories. The Board
consists of four State officials designated by statute and
one member appointed by the Governor.

Georgia Correctional Industries Administration (Internal
Service Fund) is a public corporation which utilizes inmates
in the manufacturing of products for sale to State agencies
and others. The Governor appoints one Board member from
each congressional district in the State, as well as
appointing five additional members from the State at large.

Employees Retirement System of Georgia (Pension Trust
Fund) is a single-employer, public employee retirement
system established to provide benefits for employees of the
State. The system is governed by a seven member Board of
Trustees, three of which are State officials designated by
statute, and one of which is appointed by the Governor.
The system administers seven blended defined benefit
pension plans. the Employees’ Retirement System Fund, the
District Attorneys Retirement Fund, the District
Attorneys Retirement System, the Legislative Retirement
System, the Superior Court Judges Retirement Fund, the
Superior Court Judges Retirement System, and the Trial
Judges and Solicitors Retirement Fund. The State
provides a substantial amount of funding for these
retirement systems in the form of employer contributions
and administrative expenses.

Georgia Military College (College and University Funds) isa
body corporate and politic. Thisinstitution is dedicated to
providing a high-quality military education to the youth of
the State. The Board consists of the mayor of the City of
Milledgeville, and one trustee elected from each of the six
municipal voting districts of the City of Milledgeville, as
required by statute.
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Discrete presentation entails reporting component unit
financial datain columns separate from the financial data of
the primary government. The discretely presented
component units are as follows:

Georgia Education Authority (Schools) (Governmental Fund
Type) is a body corporate and politic. The authority is
responsible for the construction of buildings and facilities
intended for use as school buildings, classrooms,
laboratories, libraries and instructional, administrative and
recreational facilities for students, faculty, officers and
employees of any ingtitution under control of a county or
city board of education or governing body of any
independent district or system. The Board consists of six
State officials designated by statute and one member
appointed by the Governor.

Georgia Public Telecommunications Commission
(Governmental Fund Type) is a body corporate and politic.
This commission is a public charitable organization created
for the purpose of providing educational, instructiona and
public broadcasting services to citizens of Georgia. The
budget of the commission must be approved by the State.
The Board consists of three State officials designated by
statute and six members appointed by the Governor.

Georgia Agricultural Exposition Authority (Proprietary
Fund Type) isabody corporate and politic. Thisauthority is
responsible for provision of a facility for the agricultural
community, for public events, exhibits and other activities
and for promotion and staging of a statewide fair. The nine
Board members are appointed by the Governor.

Georgia Agrirama Development Authority (Proprietary
Fund Type) is abody corporate and politic. The purpose of
this authority is to utilize all funds for the purpose of
beautifying,  improving, developing, = maintaining,
administering, managing and promoting an agricultural
museum in or around Tifton, Georgia; this museum is
designated as the State Museum of Agriculture. Of the
fourteen members of the Board, four are State officials
designated by statute and seven members are appointed by
the Governor.

Georgia Development Authority (Proprietary Fund Type) is
a body corporate and politic. The authority was created to
assist agricultural and industrial interests by providing
credit and servicing functions to better enable farmers and
businessmen to obtain needed capital funds. The Board
consists of three State officials designated by statute and
four members appointed by the Governor.

Georgia Environmental Facilities Authority (Proprietary
Fund Type) isabody corporate and politic.  The authority
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provides assistance to local governments in constructing,
extending, rehabilitating, repairing, replacing and renewing
environmental facilities by providing financial and technical
assistance. The Board consists of three State officials
designated by statute and eight members appointed by the
Governor.

Georgia Higher Education Assistance Corporation
(Proprietary Fund Type) isa public authority, body corporate
and politic. The corporation was created to improve the
higher educational opportunities of eligible students by
guaranteeing educational loan credit to students and to
parents of students. The corporation is governed by the
Board of Commissioners of the Georgia Student Finance
Commission. The Board consists of five State officials
designated by statute and eleven members appointed by the
Governor.

Georgia Highway Authority (Proprietary Fund Type) is a
body corporate and politic. This authority was created to
build, rebuild, relocate, construct, reconstruct, surface,
resurface, layout, grade, repair, improve, widen, straighten,
operate, own, maintain, lease and manage roads, bridges and
approaches. The Board consists of three State officials
designated by statute.

Georgia Housing and Finance Authority (Proprietary Fund
Type) is a body corporate and politic. The authority is
responsible for facilitating housing and housing finance,
and financing for health facilities and health care services
throughout the State. The Board consists of two State
officials designated by statute and ten members appointed
by the Governor.

Georgia International and Maritime Trade Center
Authority (Proprietary Fund Type) is a body corporate and
politic. The authority was created to develop and promote
the growth of the State’ simport and export markets through
its ports and other transportation modes. The Board
consists of twelve members, eight of whom are appointed by
State officials.

Georgia Lottery Corporation (Proprietary Fund Type) isa
public body, corporate and politic. The corporation
operates lottery games to provide continuing entertainment
to the public and maximize revenues, the net proceeds of
which are utilized to support improvements and
enhancements for educational purposes. The corporation
is governed by a board of directors composed of seven
members, al of which are appointed by the Governor. The

State is legally entitled to residual resources of the
corporation.

Georgia Music Hall of Fame Authority (Proprietary Fund
Type) is a body corporate and politic whose purpose is to
construct, operate and maintain the Music Hall of Fame, as
well as promoting music events at the facility and
throughout the State. All nine members of the Board are
appointed by the Governor.

Georgia Ports Authority (Proprietary Fund Type) is a body
corporate and politic. The purpose of the authority is to
develop and improve the harbors or seaports of the State for
the handling of waterborne commerce and to acquire,
construct, equip, maintain, develop and improve sad
harbors, seaports and their facilities. The Board consists of
nine members, al of which are appointed by the Governor.

Georgia Rail Passenger Authority (Proprietary Fund Type)
is a body corporate and politic. This authority is
responsible for construction, financing, operation and
development of rail passenger service and other public
transportation projects. The Board includes one member
appointed by the Governor from each congressional district,
aswell as two appointed members from the State at large.

Georgia Seed Development Commission (Proprietary Fund
Type) isabody corporate and politic and an instrumentality
and public corporation of the State whose purpose is to
purchase, process, and resell breeders and foundation
seeds. The commission consists of ten members who are
accountable as trustees. Of the ten members serving on the
Board, six members are State officials or are appointed by
State officials.

Georgia Student Finance Authority (Governmental Fund
Type) is a body corporate and politic. This authority was
created for the purpose of improving higher educational
opportunities by providing educational scholarship, grant
and loan assistance. A substantial amount of funding is
provided to the authority by the State. The Board consists
of fifteen members, four of whom are State officials and the
remaining eleven are appointed by the Governor.

Geo. L. Smith |l Georgia World Congress Center
Authority (Proprietary Fund Type) is a body corporate and
politic and an instrumentality and public corporation of the
State.  The authority is responsible for acquiring,
constructing, equipping, maintaining and operating the
World Congress Center to promote trade shows,
conventions and political, musical, educational,
entertainment, recreational, athletic or other events. The
eleven members of the Board are appointed by the
Governor.
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Georgia Sports Hall of Fame Authority (Proprietary Fund
Type) is a body corporate and politic. This authority was
created to construct and maintain a facility to house the
Georgia Sports Hall of Fame to honor those who have made
outstanding and lasting contributions to sports and
athletics, and to operate, advertise and promote the Sports
Hall of Fame. The sixteen members of the Board are
appointed by State officials. The issuance of bonds must be
approved by the Georgia State Financing and Investment
Commission.

Jekyll I1sland State Park Authority (Proprietary Fund Type)
is a body corporate and politic and an instrumentality and
public corporation of the State. The authority was created
to operate and manage resort recreational facilities on Jekyll
Island. The Board consists of one State official designated
by statute and eight members appointed by the Governor.

Lake Lanier 1slands Development Authority (Proprietary
Fund Type) is a body corporate and politic and an
instrumentality and public corporation of the State. The
purpose of the authority is to manage, preserve and protect
projects on Lake Lanier Islands. The Board consists of one
State official designated by statute and eight members
appointed by the Governor.

North GeorgiaMountainsAuthority (Proprietary Fund Type)
is a body corporate and politic and an instrumentality and
public corporation of the State responsible for the
construction and management of recreation, accommodation
and tourist facilities and services. The nine members of the
Board are appointed by the Governor.

Sapelo I dand Heritage Authority (Proprietary Fund Type) is
a body corporate and politic. The purpose of the authority
isthe preservation of the cultural and historic values of Hog
Hammock Community located on Greater Sapelo Idand. The
three members serving on the Board are State officials. The
State has assumed the obligation to provide financial
support for real property acquisition.

State Tollway Authority (Proprietary Fund Type) isabody
corporate and politic and an instrumentality and public
corporation of the State. The authority was created to
construct, operate and manage a system of roads, bridges
and tunnels and facilities related thereto. The three Board
members are State officials; therefore, the State can impose
itswill on the authority.
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Stone Mountain Memorial Association (Proprietary Fund
Type) is abody corporate and politic and an instrumentality
and public corporation of the State. The authority is
responsible for the preservation and protection of Stone
Mountain as a Confederate memoria and public recreational
area. The Board consists of one State official designated by
statute and eight members appointed by the Governor.

Superior Court Clerks Cooperative Authority (Proprietary
Fund Type) is a body corporate and politic and an
instrumentality and public corporation of the State created
to provide a cooperative for the development, acquisition
and distribution of record management systems,
information, services, supplies and materials for superior
court clerks of the State. Of the seven members of the
Board, three are appointed by the Governor. The nature of
this organization is such that it would be misleading to
exclude it from the reporting entity.

Georgia Firefighters Pension Fund (Fiduciary Fund Type)
is a multiple-employer, defined benefit pension plan
established for the purpose of paying retirement, death and
disability benefits to the firemen of the State of Georgia.
The Board of Trustees consists of two State officials
designated by statute and three members appointed by the
Governor. Benefit provisions and vesting requirements are
established by State statute.

Judges of the Probate Courts Retirement Fund of Georgia
(Fiduciary Fund Type) isamultiple-employer, defined benefit
pension plan established for the purpose of paying
retirement, death and disability benefits to the judges of the
Probate Courts of the State of Georgia. The Board consists
of one State official designated by statute and six members
appointed by the Governor. Benefit provisions and vesting
reguirements are established by State statute.

Peace Officers Annuity and Benefit Fund of Georgia
(Fiduciary Fund Type) isamultiple-employer, defined benefit
pension plan established for the purpose of paying
retirement, death and disability benefits to the peace officers
of the State of Georgia. The Board of Commissioners of the
Annuity and Benefit Fund consists of two State officials
designated by statute and four members appointed by the
Governor. Benefit provisions and vesting requirements are
established by State statute.

Public School Employees Retirement System (Fiduciary
Fund Type) isasingle-employer, defined benefit pension plan
established for the purpose of providing retirement
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allowances for public school employees who are not eligible
for membership in the Teachers Retirement System of
Georgia. This retirement fund is administered by the
Employees Retirement System Board of Trustees and two
other Governor's appointees not on the Employees
Retirement System Board.

Sheriffs Retirement Fund of Georgia (Fiduciary Fund Type)
is a multiple-employer, defined benefit pension plan
established for the purpose of paying retirement, death and
disability benefits to the sheriffs of the State of Georgia.
The Board consists of one State official designated by
statute and five members appointed by the Governor.
Benefit provisions and vesting requirements are established
by State statute.

Superior Court Clerks Retirement Fund of Georgia
(Fiduciary Fund Type) isamultiple-employer, defined benefit
pension plan established for the purpose of paying
retirement, death and disability benefits to the Superior
Court Clerks of the State of Georgia. The Board consists of
one State official designated by statute and six members
appointed by the Governor. Benefit provisions and vesting
requirements are established by State statute.

Teachers Retirement System of Georgia (Fiduciary Fund
Type) is a cost-sharing multiple-employer plan created by an
act of the Georgia General Assembly to provide retirement,
service, disability and survivors benefits for qualifying
teachers. The Board of Trustees is comprised of ten
members, eight of which are State officials or are appointed
by State officials. The State provides a substantial amount
of funding to this retirement system in the form of employer
contributions.

B. Fund Accounting

The State of Georgia uses funds and account groups to
report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate
legal compliance and to aid financia management by
segregating transactions related to certain government
functions or activities.

A fund is a separate accounting entity with a self-balancing
set of accounts. An account group, on the other hand, is a
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financial reporting device designed to provide
accountability for certain assets and liabilities that are not
recorded in the funds because they do not directly affect net
expendable available financial resources.

Primary Government - The financial statements of the
primary government are divided into four fund categories
(further divided by fund type) and two account groups, all
of which are described below. The four fund categories
include governmental, proprietary, fiduciary and college and
university funds. The two account groups presented are the
general fixed assets account group and the general
long-term debt account group.

Governmental Fund Types are used to account for al or
most of a state's general activities. Governmental fund
typesinclude:

General Fund - The General Fund is used to account for al
financial transactions not required to be accounted for in
another fund. These transactions relate to resources
obtained and used for services traditionally provided by a
state government.

Foecial Revenue Funds - Special Revenue Funds are used to
account for specific revenues that are legally restricted to
expenditures for specified purposes.

The primary government specia revenue fund is the
GeorgiaNet Authority. The GeorgiaNet Authority is
responsible for centralized marketing, sales, leasing and
licensing of certain public information.

Debt Service Funds - Debt Service Funds are used to
account for the payment of principal and interest on general
long-term debt.

The primary government debt service fund is the General
Obligation Debt Sinking Fund, which is administered by the
Office of Treasury and Fiscal Services. The Debt Sinking
Fund is responsible for the accumulation of resources for
the payment of principal and interest on general obligation
bonds.

Capital Projects Funds - Capita Projects Funds are used to
account for the acquisition or construction of capital
facilities.

Proprietary Fund Types are used to account for activities
similar to those found in the private sector, where cost
recovery and the determination of net income is necessary
or useful for sound financial administration.



State of Georgia

Notes to the Financial Statements
June 30, 1998

Note 1. Summary of Significant
Accounting Poalicies (continued)

Enterprise Funds - Enterprise Funds are used to account for
operations (a) that are financed and operated in a manner
similar to private business enterprises, where the intent of
the governing body is that the costs of providing goods or
services to the general public on a continuing basis be
financed or recovered primarily through user charges; or (b)
where the governing body has decided that periodic
determination of revenues earned, expenses incurred and/or
net income is appropriate for capital maintenance, public
policy, management control, accountability or other
purposes.

The primary government enterprise fund is the State
Employees Health Benefit Plan, which is administered by
the State Personnel Board, Merit System of Personnel
Administration. The State Employees’ Health Benefit Plan
is a self-insured program of health benefits for the
employees of units of government of the State of Georgia,
units of county government and local education agencies
located within the State of Georgia.

Internal Service Funds - Internal Service Funds are used to
account for the financing of goods or services provided by
one department or agency to other State departments or
agencies, or to other governmental entities, on a
cost-reimbursement basis.

Fiduciary Fund Types are used to account for assets held on
behalf of outside parties, including other governments, or
on behalf of other funds within the State. These fund types
include:

Expendable Trust Funds - Expendable Trust Funds are used
to account for the activities of trustsin which both principal
and income may be used for the purposes of the trust.

Nonexpendable Trust Funds - Nonexpendable Trust Funds
are used to account for the activities of trusts when the
government is under an obligation to maintain the trust
principal.

Pension Trust Funds - Pension Trust Funds are used to
account for State-administered retirement systems.

Investment Trust Fund - Investment Trust Funds are used to
account for the external portion of a government-sponsored
investment pool.
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The primary government investment trust fund is Georgia
Fund 1, which is administered by the Office of Treasury and
Fiscal Services. Georgia Fund 1 was established to enable
local governments to voluntarily invest any idle local
moneys.

Agency Funds - Agency Funds are used to account for
assets that the State holds on behalf of others as their
agent.

College and University Funds are used to account for the
operations of State colleges and universities in accordance
with existing authoritative accounting and reporting
principles applicable to government-operated colleges and
universities. Accordingly, college and university funds are
an aggregation of the following funds.

Current Funds - Current Funds are used to account for
current operating expenditures and related resources and
include (1) unrestricted funds over which the college or
university retains full control in achieving the institutions
purposes, and (2) restricted funds which may be utilized
only in accordance with externally-restricted purposes.

Loan Funds - Loan Funds are used to account for
transactions of related resources obtained and used for
|loans to students.

Endowment and Smilar Funds - Endowment and Similar
Funds are used to account for resources held by the
institutions that must be administered in accordance with
trust agreements.

Plant Funds - Plant Funds are used to account for
institutional property acquisition, renewal and replacement,
debt retirement and investment.

Agency Funds - Agency Funds are used to account for
amounts held in custody for students, university-related
organizations and others. Agency Funds are also used to
account for the external portion of college and university
fund-sponsored investment pools.

The General Fixed Assets Account Group is used to
account for all fixed assets acquired or constructed for use
by the State, other than those accounted for in the
proprietary, fiduciary, and college and university funds.

The General Long-Term Debt Account Group is used to
account for general obligation bonds outstanding, accrued
annual and compensatory leave, capital lease obligations
and other long-term liabilities not otherwise recorded in
proprietary, fiduciary, and college and university funds.
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Discretely Presented Component Units - The financial
statements of the component units, other than the
component units which financial statements were blended
with the financial statements of the primary government due
to their relationship with the primary government, are
presented in separate columns. The three columns
presented reflect financia activity for the following fund

types:

Governmental Fund Types are used to account for
component unit general activities.

Proprietary Fund Types are used to account for activities
similar to those found in the private sector, where the
determination of net income is necessary or useful for sound
financial management.

Fiduciary Fund Types are used to account for assets held on
behalf of outside parties, including other governments, or
on behalf of other funds within the State.

The financial data presented in these columns are discretely
presented with the balances and transactions for each
component unit being aggregated within the component
unit’s predominant fund type.

C. Basisof Accounting

The accounting and financial reporting treatment applied to
a fund is determined by its measurement focus. All
governmental funds and expendable trust funds are
accounted for using a current financial resources
measurement focus. With this measurement focus, only
current assets and current liabilities generally are included
on the balance sheet. Operating statements of these funds
present increases (i.e., revenues and other financing
sources) and decreases (i.e, expenditures and other
financing uses) in net current assets.

All proprietary funds, nonexpendable trust funds, pension
trust funds and investment trust funds are accounted for on
aflow of economic resources measurement focus. With this
measurement focus, all assets and liabilities associated with
the operation of these funds are included on the balance
sheet. Fund equity (i.e., net total assets) is segregated into
contributed capital and retained earnings components.
Proprietary fund type operating statements present
increases (e.g., revenues) and decreases (e.g., expenses) in
net total assets.
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The modified accrual basis of accounting is used by all
governmental fund types, expendable trust funds and
agency funds. Under the modified accrual basis of
accounting, revenues are recognized when susceptible to
accrua (i.e.,, when they become both measurable and
available). “Measurable” means the amount of the
transaction can be determined and “available’” means
collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period.
Principal revenue sources which are susceptible to accrual
include income taxes, sales and use taxes, federal grants and
shared revenues. Revenues applicable to expenditure-
driven programs, however, may be accrued based on the
unexecuted portion of contracts for goods and services.
Expenditures are recorded when the related fund liability is
incurred, as required by GAAP, with the exception of
year-end encumbrances which are recorded as expenditures
rather than as a reservation of fund balance. Principal and
interest on general long-term debt are recorded as fund
liabilities when due or when amounts have been
accumulated in the debt service fund for payments to be
made early in the subsequent fiscal year.

The accrual basis of accounting, as required by GAAP, is
utilized by proprietary fund types, nonexpendable trust
funds, pension trust funds and investment trust funds with
the exception of the following individual pension trust funds
which are reported essentially on the cash basis:

Discretely Presented Component Units
Fiduciary Fund Types
Firefighters' Pension Fund
Judges of the Probate Courts Retirement Fund
Peace Officers' Annuity and Benefit Fund of Georgia
Sheriffs’ Retirement Fund of Georgia
Superior Court Clerks' Retirement Fund of Georgia

Under the accrual basis of accounting, revenues are
recorded when earned and expenses are recorded at the time
liabilities areincurred. Depreciation of fixed assets has not
been reported for al funds included within the proprietary
fund types as required by GAAP.

The College and University Funds are reported using the
modified accrual basis of accounting (which is materially the
same as the accrua basis of accounting applicable to
colleges and universities), with the exception that
contractual obligations for services which have not been
performed and for goods which have not been delivered at
the end of the fiscal year are recognized as expenditures and
liahilities in the accompanying financia statements.

As permitted by generally accepted accounting principles
for colleges and universities, no depreciation is provided for
the physical properties.
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D. Budgets

The annual budget of the State of Georgiais prepared on the
modified accrual basis utilizing encumbrance accounting
with the following exceptions: federal and certain other
revenues are accrued based on the unexecuted portion of
long-term contracts; and intrafund transactions are
disclosed as revenue and expenditures. The budget
represents departmental appropriations recommended by the
Governor and adopted by the General Assembly prior to the
beginning of the fiscal year. Annual appropriated budgets
are adopted at the departmental level. The appropriated
budget covers most governmental funds included in the
State reporting entity but excludes the special revenue fund,
capital projects funds and certain debt service funds which
are not subject to appropriation. The budget includes
certain proprietary funds, the college and university funds,
and the administrative costs of operating certain public
employee retirement systems. All unencumbered annual
appropriations lapse at fiscal year end unless otherwise
specified by congtitutional or statutory provisions.
Supplementary and amended appropriations may be enacted
during the next legislative session by the same process used
for original appropriations. Encumbrances are used to
indicate the intent to purchase goods or services. Liabilities
and expenditures are recorded upon issuance of completed
purchase orders. Goods or services need not have been
received for liabilities and expenditures to be recorded.

Because the budgetary basis differs from GAAP, budget and
actual amounts in the accompanying Statement of Funds
Available and Expenditures Compared to Budget - Budget
Fund are presented on the budgetary basis. A
reconciliation of the excess of funds available over
expenditures on the budgetary basis at June 30, 1998, to the
excess (deficiency) of revenues and other financing sources
over (under) expenditures and other financing uses/net
income (loss)/net increase in plan net assets/net increase
(decrease) in fund balances - current funds presented in
conformity with GAAP is set forth in Note 3.

E. Depositsand Investments

Cash and Cash Equivalents

Cash and cash equivalents include currency on hand and
demand deposits with banks and other financial institutions.
Cash and cash equivalents aso include short-term, highly
liquid investments with maturity dates within three months
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of the date acquired, with the exception of the college and
university funds, which report all time deposits as cash.

I nvestments

Investments are defined as those financial instruments with
terms in excess of three months from the date of purchase
and certain other securities held for the production of
revenue.

The investment policy of the State of Georgiais to maximize
the protection of State funds on deposit while accruing an
advantageous yield on those funds in excess of those
required for current operating expenses (Official Code of
Georgia Annotated [OCGA] 50-17-51). The State Depository
Board may permit any department, board, bureau or other
agency to invest funds collected directly by such
organization in short term time deposit agreements, provided
that the interest income of those funds is remitted to the
Director of the Office of Treasury and Fiscal Services as
revenues of the State of Georgia. As a matter of general
practice, however, demand funds of any department, board,
bureau or other agency in excess of current operating
expenses are required to be deposited with the Director of
the Office of Treasury and Fiscal Servicesfor the purpose of
pooled investment (OCGA 50-17-63). Such cash is managed
in a pooled investment fund to maximize interest earnings.
The pooled investment fund is also available on avoluntary
basis to organizations outside of the State reporting entity.

Authorized pool investments are limited to the following
(OCGA 36-83-4 and 36-83-8):

1) Obligations of the State of Georgia or of other states;

2) Obligations issued by the United States government;

3) Obligations fully insured or guaranteed by the United
States government or a United States government
agency;

4) Obligations of any corporation of the United States
government;

5) Prime banker’s acceptances;

6) Repurchase agreements; and

7) Obligations of other political subdivisions of the State.

Pooled cash and cash eguivalents and investments are
grouped into portfolios for investment purposes according
to the operating needs of the State of Georgia and other
pool contributors.

The Primary Liquidity Portfolio is a stable net asset value
investment pool which follows Standard and Poor’s criteria
for AAAm rated money market funds. The pool is not
registered with the Securities and Exchange Commission
(SEC) as an investment company, but does operatein a
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manner consistent with the SEC's Rule 2a7 of the
Investment Company Act of 1940. The pool’s primary
objectives are safety of capital, investment income, liquidity
and diversification while maintaining principal. Net asset
value is calculated weekly to ensure stability. The pool
distributes earnings (net of management fees) on a monthly
basis and values participants shares sold and redeemed at
the pool’s share price, $1.00 per share.

The Extended Term Portfolio consist of repurchase
agreements and certain U.S. Government Securities which
include mortgage-backed securities such as collateralized
mortgage obligations and adjustable rate mortgages. These
mortgage-backed securities are reported as U.S. Government
Securitiesin the disclosure of custodial credit risk (see Note
4). Investments in this portfolio are transacted by an
external investment management firm under direction of an
investment advisory agreement executed between the Office
of Treasury and Fiscal Services and the investment
management firm. The agreement directsthe investment firm
to utilize the Merrill Lynch 1-3 year Treasury Index in
managing the average duration of the overall portfalio,
excluding cash, to within plus or minus six months of the
duration of the Index. As of June 30, 1998, the State had
$47,362,040 invested in U. S. agency mortgage- and asset-
backed securities.

Other organizations of the State of Georgia reporting entity
invest in avariety of financial activities. These investments
may include brokered certificates of deposit, commercial
paper, convertible bonds, corporate bonds, notes and
obligations, foreign bonds, investment agreements,
mortgages, municipal bonds, mutual funds, real estate, real
estate mortgages and notes, real estate investment trust
limited partnerships, repurchase agreements, short-term
investments, stocks, and U. S. Treasury bonds, notes, and
bills. Investments of other organizations are stated at fair
value at June 30, 1998.

The Commissioner of the Department of Agriculture is
directed by statute to require dealers in certain agricultural
products and livestock to make and deliver to the
Department a surety or cash bond to secure the faithful
accounting for and payment to producers of the proceeds of
agricultural products or livestock handled or sold by the
dedler. Cash bonds are required to designate the
Department as trustee of the funds and may take the form of

certificates of deposit, letters of credit, money orders or
cashiers' checks. At June 30, 1998, the Department held
surety bonds in the amount of $32,920,366, and cash bonds
in the amount of $11,416,189. These bonds are not recorded
on the Combined Balance Sheet.

Securities are held pursuant to statutes which require
licensed insurance companies to deposit securities with the
Department of Insurance prior to issuance of a certificate of
authority to transact insurance by the Commissioner of
Insurance. These securities remain in the name of the
licensed insurance company as long as the company has a
pending claim in the State of Georgia or until a proper order
of a court of competent jurisdiction has been issued to the
receiver, conservator, rehabilitator, or liquidator of the
insurer or to any other properly designated officia or
officials who succeed to the management and control of the
insurer's assets. The purchase and redemption of such
securities is alowed as long as the required levels of
deposits are maintained. At June 30, 1998, securitiesin the
amount of $194,651,483 were held by the Department of
Insurance. These securities are not recorded on the
Combined Balance Sheet.

Construction contracts awarded by the Department of
Transportation (Primary Government) and the State Tollway
Authority (Discretely Presented Component Units) usually
include provisions to withhold a percentage of the
payments until the project reaches a specified state of
completion. Georgia law requires that these funds be
deposited in a state or national bank chartered within this
State. The State controls only the release of these funds;
the assets in the accounts are considered to be the property
of the contractor. Therefore, no assets and liabilities for
these escrow accounts have been included in these financial
statements. At June 30, 1998, $42,105,490 in escrow deposits
were administered by the Department of Transportation and
$75,788 by the State Tollway Authority.

F. Receivables

Receivables in the State’'s governmental funds pertain
primarily to Federa revenues and revenues applicable to
charges for services. Receivables in al other funds have
arisen in the ordinary course of business. Receivables are
recorded when either the asset or revenue recognition
criteria (See Note 1-C) have been met. Estimates of
allowances for uncollectible receivables have not been made
for the mgjority of receivables included within the financial
statements.
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G. Interfund Receivables

The short-term portion of balances arising in connection
with interfund loans are recorded as interfund receivables.

H. Due To/From Other Funds

Equally offsetting asset and liability accounts are used to
account for amounts owed to a particular fund by another
fund for short term obligations on goods sold or services
rendered.

|. Advancesto Other Funds

Noncurrent portions of long-term interfund loans receivable
are reported as advances and are offset equally by a fund
balance reserve account which indicates that they do not
constitute expendable available financial resources and
therefore are not available for appropriation.

J. Inventories

Inventories of supplies and materials are determined by
physical count and/or perpetual inventory records and are
valued at cost, current purchase price, fair market value,
lower of cost or market using the first-in/first-out (FIFO)
method, moving average cost, standard cost, or weighted
average cost, depending on the individual organization's
preference. The costs of governmental fund-type
inventories are recorded as expenditures when consumed
rather than when purchased for larger agencies and agencies
with material inventories. Other agencies may use either the
purchase or consumption method.

Under the purchase method, a portion of the fund balance
is reserved for inventories to indicate that it is not available
for appropriation. Organizations under the consumption
method normally reserve a portion of fund balance equal to
the average monthly inventories on hand for the fiscal year.

USDA Donated Food Inventories are shown at a vaue
established by the U. S. Department of Agriculture.
Donated food inventories are equally offset by an amount
to indicate that they do not constitute “avail able expendable
resources’ even though they are a component of net current

41

assets. The fund balance reserve is based on vaues
established by the U. S. Department of Agriculture.

K. Prepaid Items

Payments made to vendors and loca government
organizations for services that will benefit periods beyond
June 30, 1998, are recorded as prepaid items.

L. Restricted Assets

Certain proceeds of enterprise fund revenue bonds, as well
as certain resources set aside for their repayment, are
classified as restricted assets on the balance sheet because
their useis limited by applicable bond covenants.

M. Fixed Assets

General fixed assets of governmental fund types are
reflected as expenditures in the funds used to acquire or
construct them and the related assets are reported in the
general fixed assets account group. Proprietary and trust
fund fixed assets are capitalized in their respective funds,
except for expendable trust fund fixed assets, which are
reported in the general fixed assets account group. College
and university funds report expenditures for fixed assets in
the funds used to acquire or construct them and the related
assets are reported within the plant funds.

Due to the lack of complete and accurate inventory records
applicable to State-owned land and buildings and the lack of
historical cost values for certain parcels of land and
buildings, the general fixed assets account group does not
represent a comprehensive valuation of the assets owned
by the State of Georgia.

All purchased fixed assets are valued at cost or at estimated
historical cost if historical cost is not practicaly
determinable. Certain fixed assets acquired through capital
leases in prior years have not been recorded on the financial
statements at the net present value of the minimum lease
payments asis regquired by GAAP. Donated fixed assets are
valued at their estimated fair market value on the date
received.

Costs of normal maintenance and repairs that do not add to
the value of the asset or materially extend asset lives are not
capitalized. Material improvements adding to the value of
assets are capitalized. Interest costs during construction are
not capitalized for construction or acquisition of assets
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Note 1. Summary of Significant
Accounting Poalicies (continued)

funded by governmental fund types and college and
university funds. Interest costs during construction for
proprietary fund types are not capitalized with the exception
of construction projects funded through the Stone
Mountain Memorial Association (discretely presented
component unit).

With the exception of the college and university funds,
public domain (“infrastructure”) fixed assets consisting of
such assets as roads, bridges, curbs, streets and sidewalks,
drainage systems and lighting systems are not generally
reported, as these assets are immovable and of value only to
the State of Georgia.

Assets in the general fixed assets account group and the
college and university funds are not depreciated. The
majority of proprietary funds do not record depreciation on
fixed assets asrequired by GAAP.

N. Compensated Absences

The State’s liability for accumulated unpaid annual leaveis
reported in the accompanying general long-term debt
account group for governmental fund types. These
amounts are not shown as a liability in the funds but are
recorded as expenditures when paid. In the proprietary fund
types and the college and university funds this obligation
isreported as aliability in the respective funds.

Employees earn annual leave ranging from ten to fourteen
hours each month depending upon the employee's length
of continuous State service with a maximum accumulation of
forty-five days. Employees are paid for unused accumulated
annual leave upon retirement or termination of employment.
Funds are provided in the appropriation of funds each fiscal
year to cover the cost of annual leave of terminated
employees.

Employees earn ten hours of sick leave each month with a
maximum accumulation of ninety days. Sick |eave does not
vest with the employee. Unused accumulated sick leave is
forfeited upon retirement or termination of employment.
However, certain employees who retire with one hundred
and twenty days or more of forfeited annual and sick leave
are entitled to additional service credit in the Employees
Retirement System of Georgia. No liability is recorded for
nonvesting accumulating rights to receive sick pay benefits.
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O. Deferred Revenue

The State reports deferred revenue on the combined balance
sheet. Deferred revenues arise when a potential revenue
does not meet the “available” criterion for recognition in the
current period. Deferred revenues aso arise when resources
are received by the State before it has alegal claim to them,
as when grant monies are received prior to qualifying
expenditures being incurred. In subsequent periods, when
the revenue recognition criterion is met, or when the State
has a legal claim to the resources, the liability for deferred
revenue is removed from the combined balance sheet and
revenue is recognized.

P. Mortgage Loans Under Repurchase
Agreements

At June 30, 1998, mortgage loans totaling $17,728,827 have
been transferred and assigned to lenders under repurchase
agreements by the Georgia Development Authority
(Discretely Presented Component Units). The agreements
give the lenders the option to have the Authority
repurchase the mortgage loans for an amount equal to the
then outstanding balance of principal and interest due
during a specified period of time.

In addition, the Authority guarantees the principal and
interest payment by the borrower to the lender within thirty
(30) days of the due date. Any payment not received within
thirty (30) daysis considered advanced to the borrower and
paid to the lender by the Authority. The Authority then
charges the borrower interest on these advances for the
period outstanding at a penalty rate agreed upon at the loan
origination date. Fund balance in the amount of fifteen
percent (15%) of the principal balances outstanding of
mortgage |oans under repurchase agreements is reserved.

Q. Long-Term Obligations

Long-term debt and other long-term obligations are
recognized as a liability of a governmental fund when due,
or when resources have been accumulated in the debt
service fund for payment early in the subsequent fiscal year.
Other long-term obligations, with the exception of the
long-term portion of some capital leases, are reported in the
general long-term debt account group.

Long-term debt expected to be financed from proprietary
fund operations are accounted for in those funds.
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Note 1. Summary of Significant
Accounting Poalicies (continued)

R. Fund Equity

Contributed capital is recorded in proprietary funds that
have received capital or contributions from developers,
customers or other funds. Reserves represent those
portions of fund equity not appropriable for expenditure or
legally segregated for a specific future use. Designated
fund balances represent tentative plans for future use of
financial resources.

S. Bond DiscountsPremiumg/l ssuance Costs

In governmental fund types, bond discounts, premiums and
issuance costs are recognized in the current period. Bond
discounts, premiums and issuance costs for proprietary
fund types are deferred and amortized over the term of the
bonds using a method which approximates the effective
interest method or the straight-line method. Bond premiums
(discounts) are presented as increases (reductions) in the
face amount of bonds payable whereas issuance costs are
recorded as deferred charges.

T. Interfund Transactions

The State has the following types of interfund transactions:

Quasi-external transactions for services rendered by one
fund to another are accounted for as revenues by the
recipient fund and expenditures or expenses by the
disbursing fund.

Reimbursements of expenditures/expenses initially made
from afund that are properly applicable to ancther fund, are
recorded as expenditures/expenses in the reimbursing fund
and as reductions of expenditures/expenses in the fund that
is reimbursed.

Residual equity transfers are recorded for nonrecurring or
nonroutine permanent transfers of equity.

Operating transfers are recorded for al other interfund
transactions.

U. Intrafund Transactions

State accounting policies and procedures alow for the
recording of revenues, receivables, expenses and liabilities
for transactions between State organizations whose
financial activity is included within a single fund. State
accounting systems do not facilitate the identification of all
such transactions. Adjustments have been made for
material transactions and balances which have been
identified during the preparation of the State's general
purpose financial statements; however, all such intrafund
transactions and balances were not identifiable and,
accordingly, revenues, receivables, expenses and liabilities
are overstated, primarily in the general and college and
university funds.

V. Memorandum Only - Total Columns

Total columns on the general purpose financial statements
are captioned “Memorandum Only” to indicate that they are
presented only to facilitate financial analysis. Datain these
columns do not present financial position, results of
operations or cash flows in conformity with GAAP. Neither
are such data comparable to a consolidation. Interfund
eliminations have not been made in the aggregation of this
data.

W. Fiscal Reporting Periods

The financial statements include financial activity for the
Stone Mountain Memorial Association whose fiscal
reporting period differs from that of the State of Georgia
(July 1, 1997 through June 30, 1998). The applicable fiscal
reporting period for the Stone Mountain Memorial
Association is based on a fifty-two/fifty-three week period
ending on the last Sunday of each calendar year. Financial
activity is reported for the period December 30, 1996,
through January 2, 1998.
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Note 2. Other Accounting Disclosures

Changein Accounting Policy and Restatements

Atlanta and Savannah Technical Institutes have been added
to the reporting entity as a part of the General Fund for the
year ended June 30, 1998. The beginning fund balance for
the general fund has been increased by $1,504,009 due to
the inclusion of these organizations.

Infiscal year 1998, the State implemented GASB Statement
31, “Accounting and Financial Reporting for Certain
Investments and for External Investment Pools” The
statement establishes fair value standards for reporting
certain investments and establishes financial statement
reporting standards for external investment pools. These
changes are reflected as adjustments to fund equity in the
applicable funds.

A reconciliation of the equipment inventory records of the
Department of Administrative Services revealed an
unidentified difference between the computed balance
based on current year purchases/deletions and the actual
financial statement balance. The beginning fund equity of
theinternal service funds has been decreased by $10,336,230
for this correction.

In prior years, the Ports Authority recorded contributions
from the primary government to be used to construct certain
facilities. The expenditure of these funds was charged to
construction in progress. The Authority believes this
investment is not recoverable and that the related cash
receipts and expenditures should not have been recorded as
contributions or as an asset of the Authority. The
beginning fund equity of the discretely presented
component units - proprietary fund types has been
decreased by $8,600,000, and construction in progress has
been restated.

Fund balances/fund equity at July 1, 1997, have been
adjusted as follows:

Primary Government

General Fund
Restatement of Beginning Fund Balance
for the Inclusion of Atlantaand

Savannah Technical Institutes $ 1504,009

Capital Projects Funds

Investments Reported at Fair Value $ 14,058,031
Correction of Errors 7,600,000
$ 21658031

Internal Service Funds

Fixed Assets Correction $ (10,336,230)

Expendable Trust Funds

Investments Reported at Fair Value $ (6,504)

Nonexpendable Trust Funds

Investments Reported at Fair Value $ 383

Investment Trust Fund

External Pool Reporting $2,110,015,023

College and University Funds

Investments Reported at Fair Value $ 21,960,025

Discretely Presented Component Units

Proprietary Fund Types

Investments Reported at Fair Value $ (4,573,552
Contributed Capital Restatement (8,600,000)
Correction of Errors (7,298,285)

$ (20,471,837)
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Note 3. Budgetary Accounting

The Official Code of Georgia Annotated (OCGA), Title 45,
Chapter 12, Article 4 sets forth the process for the
development and monitoring of an appropriated budget for
the State of Georgia. Not later than September 1 of each
year, the head of each executive branch budget unit must
submit estimates of the financial requirements for the
subsequent fiscal year to the Office of Planning and Budget,
which operates under the direction of the Governor. Budget
estimates relative to the legislative and judicial branches of
State government are provided to the Office of Planning and
Budget for the purpose of estimating the total financial
needs of the State, but are not subject to revision or review
by the Office of Planning and Budget.

The Governor, through the Office of Planning and Budget,
examines the estimates and may investigate and revise
executive branch submissions as necessary. Upon the
completion and revisions of the estimates, the Governor
must prepare and submit a budget report to the General
Assembly within five days of the date on which the General
Assembly convenes. The Governor possesses the
responsibility and authority to establish the revenue
estimate for the corresponding fiscal year.

The General Assembly, after adopting such modifications to
the Governor’s budget report as it deems necessary, enacts
the General Appropriations Act for the subsequent fiscal
year. Each General Appropriations Act enacted, along with
amendments as are adopted, continues in force and effect
for the next fiscal year after adoption. In accordance with
the Constitution of the State of Georgia, Article 111, Section
IX, Paragraph 4, the General Assembly is prohibited from
appropriating funds for any given fiscal year which, in the
aggregate, exceeds the amount of unappropriated surplus
funds expected to have accrued at the beginning of the
subsequent fiscal year together with the total estimated
amount of receipts from existing revenue sources, less
refunds, anticipated to be collected in the subsequent fiscal
year. The Constitution further authorizes the passage of
additional Supplementary Appropriation Acts for specific
purposes, provided sufficient unappropriated funds are
available or additional revenue measures have been enacted.
Federal funds received by the State are continualy
appropriated in the exact amounts and for the purposes
authorized and directed by the awarding federal

agency. Internal transfers within a budget unit and between
objects of functional or activity budget units are subject to
the condition that no State funds shall be transferred for the
purpose of initiating a new program area not currently
having a State funds appropriation.

The Governor, through the Office of Planning and Budget,
requires each budget unit, other than those of the legidlative
and judicial branches, to submit an annual operating budget
based on the activities and functions set forth in the
Appropriations Act.  Budget units submit quarterly
allotment requests which must be approved in conjunction
with quarterly work programs prior to release of
appropriated funds. Further monitoring of budget unit
activities is accomplished by review of expenditure reports
which are submitted quarterly to the Office of Planning and
Budget.

Budget units (i.e., agencies, commissions) of the State are
responsible for budgetary control of their respective portion
of the total State appropriated budget. The lega level of
budgetary control is at the departmental level. Due to the
complex nature of the State appropriated budget, a separate
budgetary report entitled, “Report of the State Auditor of
Georgia,” is published each year. This report includes a
listing of State organizations (appropriation units) which
incurred expenditures in excess of amounts budgeted by
object class.

The appropriated budget covers the majority of the
governmental funds included within the State of Georgia
reporting entity, but excludes the special revenue fund, debt
service fund and capital projects funds, which are not
subject to appropriation. The budget does include certain
proprietary funds, the college and university funds, and the
administrative costs of operating various public employee
retirement systems. The accompanying Statement of Funds
Available and Expenditures Compared to Budget - Budget
Fund presents comparisons of the legally adopted budget
with actual data prepared on the budgetary basis of
accounting utilized by the State. Because the budgetary
and GAAP presentations for actual data differ, a
reconciliation of “Excess of Funds Available Over
Expenditures - Budget Fund (Budgetary Method)” and
“Excess of Revenues and Other Financing Sources Over
(Under) Expenditures and Other Financing Uses/Net Income
(Loss)/Net Increase in  Plan Net Assets/Net Increase
(Decrease) in Fund Balances - Current Funds - GAAP Fund
Types' appears below.
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Note 3. Budgetary Accounting
(continued)

Budgetary
Fund Financial Statement Fund Types

Primary Gover nment

Special Debt Capital
Budget General Revenue Service Projects Enterprise

Excess of Funds Available Over
Expenditures - Budget Fund
Budgetary Method $  1,450,740,846 $ - $ - $ - $ - $ -
Entity and Perspective Differences:
Reclassification of Budgetary
Funds to GAAP Financia
Statement Fund Types (1,450,740,846) 1,381,141,302 - - - 80,102,715
Non-Budgeted Funds - 578,997,585 (26,216) 24,561,677 (131,739,289) -
Budgeted Non-Current Funds - - - - - -
Basis Differences:
Net Accrued Revenues, Related
Receivables and Deferred
Revenues - (1,650,202,031) - - - (104,178,967)
Net Accrued
Expenditures/Expenses and
Related Liabilities - 136,156,841 - - - (10,076,680)
Timing Differences:

Revenues - 5,176,425 - - - -

Expenditures/Expenses - - - - - -

Internal
Service

27,055,475

45,703,375

(23,320,739)

11,111,554

(1,278,867)

Excess (Deficiency) of Revenues

Other Financing Sources Over
(Under) Expenditures and Other
Financing Uses/Net Income (Loss)/
Net Increase in Plan Net
Assets/Net  Increase (Decrease) in
Fund
Balances - Current Funds -
GAAP Fund Types $ - $ 451270122 $ (26,216) $ 24561677 $ (131,739,289 $ (34,152932)

59,270,798

$_—'—'—
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Financial Statement Fund Types

Excess of Funds Available Over
Expenditures - Budget Fund
Budgetary Method

Entity and Perspective Differences:

Reclassification of Budgetary
Funds to GAAP Financial
Statement Fund Types

Non-Budgeted Funds
Budgeted Non-Current Funds
Basis Differences:

Net Accrued Revenues, Related
Receivables and Deferred
Revenues

Net Accrued
Expenditures/Expenses
and Related Liabilities

Timing Differences:
Revenues
Expenditures/Expenses

Excess (Deficiency) of Revenues
and
Other Financing Sources Over
(Under) Expenditures and Other
Financing Uses/Net Income (Loss)/
Net Increasein Plan Net
Assets/Net  Increase (Decrease) in
Fund
Balances - Current Funds -
GAAP Fund Types

Primary Government

Discretely Presented Component Units

Pension/
Expendable Nonexpendable Investment College and
Trust Trust Trust University Governmental Proprietary Fiduciary
$ - $ - $ - $ - $ - $ - $ -
- - 200 (33,479,864) (4,542,999) 283,008 181,009
178,443,594 5,653 2,672,400,961 (6,107,820) (732,931) 69,898,531 6,961,199,855
- - - 22,979,866 - - -
- - (200) 9,208,371 (264,137) (718,915) (2,000
- - - (3,817,904) 1,331,847 47,934 2,525
- - - 18,760 - - -
- - - 2,851,561 - - (179,009)
$ 178443594 % 5,653 $ 2,672400,961 $ (8,347,030 $  (4208220) $ 69510558 $ 6,961,202,380
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Note 4. Depositsand I nvestments

Deposits - Funds belonging to the State of Georgia cannot be
placed in a depository paying interest longer than ten days
without the depository providing a surety bond to the State.
In lieu of a surety bond, the depository may pledge as
collateral any one or more of the following securities as
enumerated in OCGA 50-17-59:

1) Bonds, hills, notes, certificates of indebtedness or
other direct obligations of the United States or of the
State of Georgia.

2) Bonds, hills, notes, certificates of indebtedness or
other obligations of the counties or municipalities of
the State of Georgia.

3) Bonds of any public authority created by the laws of
the State of Georgia, providing that the statute that
created the authority authorized the use of the bonds
for this purpose.

4) Industrial revenue bonds and bonds of development
authorities created by the laws of the State of Georgia.

5) Bonds, hills, certificates of indebtedness, notes or
other obligations of a subsidiary corporation of the
United States government, which are fully guaranteed
by the United States government both as to principal
and interest and debt obligations issued by the
Federal Land Bank, the Federal Home L oan Bank, the
Federa Intermediate Credit Bank, the Central Bank for
Cooperatives, the Farm Credit Banks, the Federal
Home Loan Mortgage Association and the Federa
National Mortgage Association.

6) Guarantee or insurance of accounts provided by the
Federal Deposit Insurance Corporation.

As authorized in OCGA 50-17-53, the State Depository
Board has adopted policies which allow agencies of the
State of Georgia the option of exempting demand deposits
from the collateral requirements.

Primary Gover nment

At year end, the carrying amounts of the State’s deposits
were $551,093,963, and the bank balances were
$1,119,194,950. The amounts of these bank balances are
classified into three categories of credit risk: (1) cashthat is
insured (e.g., Federal depository insurance) or collateralized
with securities held by the State or by its agent in the
State’s name, (2) cash collateralized with securities held by
the pledging financial institution’ s trust department or agent
in the State’'s name and (3) uncollateralized bank accounts.
The State's deposits were classified as follows at
June 30, 1998:

Risk Category Bank Balance
1 $ 328,827,903
2 298,713,481
3 491,653,566
$ 1119104950
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Note 4. Depositsand I nvestments
(continued)

Significant Discretely Presented Component
Units

At year end, the significant discretely presented component
units' deposits were classified as follows:

Risk Categories
Funds Held by (for)
1 2 3 Bank Balance Primary Government Carrying Amount

Governmental Fund Types

Georgia Education Authority

(Schools) $ 61 $ - $ - $ 61 $ 601,120 61

Georgia Public

Telecommunications Commission $ 282,704 $ - $ 397,925 $ 680,629 $ 1,910 (1,118,441)

Proprietary Fund Types

Environmental Facilities Authority $ 4,736,763 $ - $ - $ 4,736,763 $ 205,683,639 10,973,156

Georgia Housing and

Financing Authority $ 41,056,020 $ - $ 115,935,723 $ 156,991,743 $ 9,085,952 159,455,286

Geo. L. Smith Il Georgia World

Congress Center Authority $ 179,018 $ 2,355,182 $ - $ 2,534,200 $ 16,857 $ 299,027

All Other Component Units $ 36,933,499 $ 6,211,864 $ 38,596,715 $ 81,742,078 $ 57,881,964 51,264,127

Fiduciary Fund Types

Peace Officers’ Annuity and

Benefit Fund $ 100,000 $ - $ 3,304,795 $ 3,404,795 $ 13,008,506 3,389,258

All Other Component Units $ 2,969,942 $ 229,165 $ - $ 3,199,107 $ 713,027,501 385,162
Investments - Investments are stated at market value, and are unregistered, with securities held by the counterparty’s
summarized and classified as to risk in the following three trust department or agent in the State’s name or (3)
categories. (1) insured or registered, or securities held by uninsured or unregistered, with securities held by the
the State orits agent in the State’ s name, (2) uninsured or counterparty, or by its trust department or agent but not in

the State' s name.
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Note 4. Depositsand I nvestments
(continued)

Primary Government

The carrying amounts, risk categories and market value
applicable to the State' sinvestments are listed below:

Risk Categories

Type of Investment 1 2 Carrying Amount
Commercial Paper $ 1,708,951 $ 354,827,597 $ $ 356,536,548
Municipal Bonds 8,385,100 8,385,100
Repurchase Agreements 2,785,068,420 13,642,636 2,798,711,056
Stocks 7,817,024,677 52,525,687 7,869,550,364
U.S. Government

Securities and

Corporate Obligations 10,216,310,485 98,760,653 10,315,071,138

$ 20,828,497,633 $ 519,756,573 $ $ 21,348,254,206

Unclassified
Mortgages 4,758,905
Mutual Funds 14,848,031
Other 6,255
Unemployment

Compensation Funds

Pooled with the U.S.

Treasury 1,914,400,343

Total Investments

23,282 267,740

$$
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Note 4. Deposits and | nvestments
(continued)

Significant Discretely Presented Component
Units

The carrying amounts, risk categories and market value of
the investments of the State's significant discretely
presented component units are listed below:

Risk Categories
Typeof Investment 1 2 3 Carrying Amount
Governmental Fund Types
Georgia Public
Telecommunications Commission Stocks $ 159,334 $ - $ $ 159,334
Proprietary Fund Types
Georgia Housing and
Finance Authority Commercia Paper $ 1,389,489 $ - $ $ 1,389,489
Corporate Bonds 2,726,805 2,726,805
U.S. Government
Securities and
Corporate Obligations 36,502,945 36,502,945
$ 40,619,239 $ - $ $ 40,619,239
Unclassified
Mortgages 42,656,601
$ 83,275,840
All Other Component Units Commercial Paper $ 1,508,677 $ - $ $ 1,508,677
Corporate Bonds 1,000,000 1,000,000
Repurchase Agreements 50,278,585 50,278,585
U.S. Government
Securities and
Corporate Obligations 255,951,326 4,068,349 103,053,000 363,072,675
$ 308,738,588 $ 4,068,349 $ 103,053,000 $ 415,859,937
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Note 4. Deposits and | nvestments
(continued)

Risk Categories
Type of Investment 1 2 3 Carrying Amount
Fiduciary Fund Types
Teachers Retirement
System of Georgia Repurchase Agreements $ 486,319,000 $ - $ - $ 486,319,000
Stocks 20,685,510,000 - - 20,685,510,000
U.S. Government
Securities and
Corporate Obligations 13,268,987,000 - - 13,268,987,000
$  34,440,816,000 $ - $ - $  34,440,816,000
Unclassified
Real Estate 3,770,000
$ 34,444,586,000
All Other Component Units Corporate Bonds $ 14,723,618 $ - $ - $ 14,723,618
Investment Accounts 163,450 - - 163,450
Notes 42,369,973 42,369,973
Repurchase Agreements 525,000 525,000
Stocks 267,349,346 267,349,346
U.S. Government
Securities and
Corporate Obligations 279,947,855 279,947,855
$ 605078242 $ - $ - $ 605,078,242
Unclassified
Mutual Funds 28,846,747
Real Estate 1,217,703

—_—n 0

635,142 692

$=

InvestmentsLending Program- The Stateispresently involved
in asecurities lending program with major brokerage firms.
The State lends equity and fixed income securities for
varying terms and receives a fee based on the loaned
securities value. During a loan, the State continues to
receive dividends and interest as the owner of the loaned
securities. The brokerage firms pledge collateral securities
consisting of U. S. Government and agency securities,
mortgage-backed securities issued by a U. S. Government
agency, and U. S. Corporate bonds. The collateral value
must be equal to at least 102% to 110% of the loaned
securities value, depending on the type of collateral
security.

Securities loaned totaled $18,542,163,000 at June 30, 1998,
and the collateral value was equal to 103.7%. The loaned
securities are classified as category 1 investments in the
component units - fiduciary fund types based on the
custodial arrangements for the collateral securities. Loaned
securities are included in the accompanying Combined
Balance Sheet since the State maintains ownership. The
related collateral securities are not recorded as assets on the
Combined Balance Sheet, and a corresponding liability is
not recorded, since the State does not pledge or trade the
collateral securities.
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(continued)

Investment Pools - Separate reports on the State’s external
investment pools are not issued. Condensed financial
statements, inclusive of external and internal participants for

the fiscal year ended June 30, 1998, are asfollows:

State Investment Pool

Statement of Net Assets

June 30, 1998

Assets

Investments

Liabilities

Cash Overdraft

Net Assets

Distribution of Net Assets

Externa Participant Account Balances

Internal Participant Account Balances

$4,281,356,647

238,942,916

$4,042,413,731

$2,659,446,092

1,382,967,639

$4042.413731

June 30, 1998

53

State Investment Pool

Statement of Changesin Net Assets

For the Fiscal Year Ended June 30, 1998

Additions
Pool Participant Deposits
Investment Income
Less: Investment Expense

Total Additions

Deductions
Pool Participant Withdrawals
Net Increase
Net Assets

July 1

June 30

$ 9,937,242,067
333,916,752

(1,735,049)
$10,269,423,770

9,557,355,504

$ 712,068,266

3,330,345,465

$ 4,042,413 731
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June 30, 1998

(continued)
Regents I nvestment Pool
Statement of Net Assets
June 30, 1998
Assets
Investments $ 100,703,314
Interest Receivable 427,114
Total Assets $ 101,130,428
Liabilities
Cash Overdraft 1,523,174
Net Assets $ 99,607,254
Distribution of Net Assets
External Participant Account Balances $ 6,528,363
Internal Participant Account Balances 93,078,891
$ 99,607,254

Regents I nvestment Pool

Statement of Changesin Net Assets

For the Fiscal Year Ended June 30, 1998

Additions
Investment Income
Interest
Fair Value Increases
Less: Investment Expense
Total Additions
Deductions
Pool Participant Withdrawals
Capital Transactions
Total Deductions
Net Decrease
Net Assets

July 1

June 30

$ 4,022,844
10,531,063
(369,270)

$ 14184637
$ 59,250,391
(26,951,815)

$ 32,298,576

$ (18,113,939

117,721,193

$ 99,607,254




State of Georgia

Notes to the Financial Statements
June 30, 1998

Note 5. Receivables
Primary Gover nment

Receivables by fund type as of June 30, 1998, consist of the
following:

Allowance
Gross For Net Total
Receivables Uncollectibles Receivables
Governmental Fund Types
Genera $3,277,652,421 $ - $3,277,652,421
Specia Revenue 1,779,103 - 1,779,103
Capital Projects 13,092,184 - 13,092,184
Proprietary Fund Types
Enterprise 20,749,365 (2,180,096) 18,569,269
Internal Service 10,837,247 - 10,837,247
Fiduciary Fund Types
Expendable Trust 99,540,799 (15,438,484) 84,102,315
Pension Trust 100,345,125 - 100,345,125
Agency 26,373,232 - 26,373,232
College and University Funds 302,345,438 (59,151,501) 243,193,937
$3.852,714.914 $ __ (76.770.081) $3.775,944,833
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State of Georgia

Notes to the Financial Statements
June 30, 1998

Note 5. Receivables (continued)

Significant Discretely Presented Component
Units

Receivables of the significant discretely presented
component units as of June 30, 1998, consist of the
following:

Allowance Allowance
Gross For For Service Deferred Net Total
Receivables Uncollectibles Repayments Loan Fees Receivables
Governmental Fund Types
Georgia Public Telecommunications
Commission $ 1,576,842 $ (150,000) $ - $ - $ 1,426,842
Proprietary Fund Types
Georgia Environmental
Facilities Authority 554,071,211 - - - 554,071,211
Georgia Housing and
Finance Authority 664,695,260 (265,063) - - 664,430,197
Georgia Student Finance Authority 398,394,189 (1,727,749) (31,116,476) - 365,549,964
All Other Component Units 149,429,109 (4,364,029) - (194,505) 144,870,575
Fiduciary Fund Types
Teachers Retirement System
Of Georgia 426,302,720 - - - 426,302,720
All Other Component Units 4,954,885 - - - 4,954,885
$ 2199424216 $  (6,506,841) $ (31,116,476) $  (194,505) $2,161,606,394
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State of Georgia

Notes to the Financial Statements
June 30, 1998

Note 6. Fixed Assets
Primary Gover nment

The following isa summary of changesin the general fixed
assets account group during the fiscal year:

Balance
July 1, 1997 Additions Retir ements
Land and Buildings $ 1,856,103,612 $ 133,562,109 $ (1,698,794)
Improvements Other Than Buildings 389,573 59,059 -
Machinery and Equipment 850,747,262 129,035,657 (53,660,964)
Construction in Progress - 350,787 -
Total General Fixed Assets $ 2707,240,447 $ 263,007,612 $ (55,359,758)

Balance
June 30, 1998

$ 1,987,966,927
44