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Nathan Deal Kevin Clark
Governor GEORGIA ENVIRONMENTAL FINANCE AUTHORITY Executive Director

September 29, 2015

Honorable Members of the Georgia Environmental Finance Authority Board
Interested Readers of this Report
Atlanta, GA 30303-1506

Ladies and Gentlemen:

It is with great pleasure that the Georgia Environmental Finance Authority (the “Authority”) presents the
Comprehensive Annual Financial Report (the “CAFR”) for the fiscal year (FY) ended June 30, 2015. The report
consists of management’s representations concerning the finances of the Authority.

Responsibility for the accuracy of the data and the completeness and fairness of the presentation, including all
disclosures, rests with the management of the Authority. Management has established internal controls to
ensure that the Authority fulfills its responsibility as custodian of public funds. The purpose of internal controls
is to provide reasonable, but not absolute, assurance that Authority assets are safeguarded against loss
through unauthorized use or disposition. The concept of reasonable assurance recognizes that the cost of
controls should not exceed the benefits likely to be derived and the valuation of costs and benefits requires
estimates and judgements by management.

Mauldin and Jenkins, Certified Public Accountants LLC have audited the Authority’s financial statements for the
year. The goal of an independent audit is to provide reasonable assurance the financial statements of the
Authority are free of material misstatement. The independent auditors concluded, based upon the audit, that
there was a reasonable basis for issuing an unmodified (“clean”) opinion on the Authority’s financial statements
for the fiscal year ended June 30, 2015. The independent auditor’s report is presented as the first component
of the financial section of this report.

The independent audit of the financial statements of the Authority was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing Single
Audit engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government’s internal controls and compliance with legal requirements, with
special emphasis on interal controls and legal requirements involving the administration of federal awards.
These reports are available in the Single Audit section of the Comprehensive Annual Financial Report for the
Georgia Environmental Finance Authority.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the
basic financial statements in the form of Management'’s Discussion and Analysis (MD&A). The MD&A contains a
narrative overview and analysis of the financial activities of the Authority. The Georgia Environmental Finance
Authority's MD&A can be found immediately following the independent auditors’ report. This transmittal letter,
which is designed to assist users in assessing the government’s financial condition, should complement the
MD&A and should be read from that perspective and in conjunction with all other sections of the Authority’s
CAFR.
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PROFILE OF THE AUTHORITY

In 1983, the Governor and the Georgia General Assembly, acting on the 1982 recommendations of the
Environmental Facilities Study Commission, created the Environmental Facilities Program and placed it in an
existing agency called the Georgia Development Authority. The findings of the study commission identified the
widening gap between local environmental infrastructure needs and the financial resources to pay for them.
The Georgia General Assembly created the Georgia Environmental Facilities Authority in 1986 and transferred
all of the environmental facilities program assets and functions from the Georgia Development Authority to the
Georgia Environmental Facilities Authority. In FY 2010, the Georgia General Assembly renamed the Georgia
Environmental Facilities Authority to the Georgia Environmental Finance Authority.

The Authority is a public corporation and an instrumentality of Georgia state government. There is an eleven-
member board, eight appointed by the Governor and three who serve ex-officio. Three of the eight appointees
are municipal officials, three are county officials and two are appointed from the state at large. The three ex-
officio members are the Commissioner of the Georgia Department of Economic Development, the
Commissioner of the Georgia Department of Community Affairs and the State Auditor.

The Authority is organized under the Official Code of Georgia Annotated (the “OCGA”), Title 50, Chapter 23
("The Georgia Environmental Finance Authority Act"). The Authority's stated purpose is "to assist local
governments in constructing, extending, rehabilitating, repairing and renewing environmental facilities, and to
assist in the financing of such needs by providing grants, loans, bonds and other assistance to local
governments" and eligible local authorities. Initially, the Authority was only authorized to make loans for water
supply or wastewater treatment and related facilities. In 1989, legislation was passed that allowed the Authority
to also make loans to fund solid waste management facilities.

In 2010, legislation was passed to allow the Authority to create a subsidiary organization for the purposes of
carrying out certain powers of the Authority. As a result of this change, the Authority created the Georgia
Environmental Loan Acquisition Corporation (the “Corporation”), a nonprofit organization, to purchase tax-
exempt loans from the Authority through a loan securitization transaction. Proceeds from the sale, in
conjunction with cash reserves, were used to remit funds back to the state treasury at the voluntary option of the
Authority’s board of directors. The Corporation is a component unit of the Authority and is discretely presented
within the Authority’s financial statements.

The Authority is comprised of two primary divisions: Water Resources (WRD) and Energy Resources (ERD).
The divisions provide a wide range of services including loans, grants and subsidies to jurisdictions throughout
the state for water supply and wastewater improvements, grants for energy conservation and household
energy efficiency restorations, services for remediation of underground storage tanks, and grants or loans for
conservation of land resources. Administrative divisions of the Authority also exist to support initiatives of these
primary divisions.

OUTCOMES AND INITIATIVES

The WRD executed 75 contracts and modifications to existing loans for water, sewer, land conservation and
solid waste projects valued at over $194 million during fiscal year 2015. These loan projects served 63 different
communities. It is projected these loan projects will provide financial savings to these communities of
approximately $54 million over the life of the loans, typically a 20-year period as well as have an environmental
impact on approximately 824 thousand Georgians.

The WRD continues to support projects that assist local governments and authorities and help them to ensure
Georgians in their jurisdictions have access to clean and safe drinking water, including helping with large
system technical assistance water loss abatement program; an initiative sure to further increase water
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conservation throughout the state. Based on the 2015 Project Lists for the Clean Water State Revolving Fund
and Drinking Water State Revolving Fund, throughout the state project needs totaling over $340 million which
have been identified, $89.1 million for clean water and $250.9 million for drinking water. Any of the projects on
these lists could also be funded from the other resources such as the Georgia Fund.

The ERD is engaged in several initiatives to further conservation across the state. Recently, the EPA released
its Clean Power Plan, or the EPA Rule 111d, which requires states to develop methodologies to curb carbon
pollution from power plants. In support of these efforts, the ERD is working in conjunction with the Georgia
Public Service Commission to review the ruling and determine how energy efficiency can help with compliance.

On the horizon for the ERD will be assisting various state agencies in their efforts to implement the Guaranteed
Energy Savings Performance Contracts. Multiyear contracts totaling over $93.1 million are in the pipeline to be
in place at seven different state organizations. Additionally, the ERD is seeking support of a plan to change the
state’s legislation in order to allow GEFA to lend to state and local governments for performance contracts.

All of these initiatives are undertaken to promote conservation in energy for state-owned facilities and residential
customers. Other initiatives of the ERD include ongoing monitoring and remediation of fuel storage tanks,
weatherization of homes for low income residential customers and oversight of the Georgia Energy Challenge
program which seeks to encourage reduced energy usage for commercial and residential users.

Both divisions will continue to adapt to the various federal, state and local level changes that influence their core
missions. Each will have to look to formulate new ways to secure additional funding to manage its programs as
federal, state and local governments react to economic conditions and continual changes in the country’s
financial markets.

For additional information regarding activities of the Authority, please see the Statistical Section of this CAFR
which provides specific outcomes of many of these program initiatives.

AWARDS AND ACKNOWLEDGEMENTS

Certificate of Achievement for Excellence in Financial Reporting. The Government Finance Officers
Association of the United States and Canada (the “GFOA”) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the Authority for its CAFR for the fiscal year ended June 30, 2014. This
was the 28t consecutive year the Authority has achieved this prestigious award.

To be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized CAFR. This report must satisfy both generally accepted accounting principles and
applicable legal requirements. A Certificate of Achievement is valid for a period of one year. We anticipate this
year's CAFR will also qualify for this distinguished award.

Acknowledgements. This report could not have been prepared without the support and encouragement of the
Authority's management, staff and members of its board. We are very appreciative for their dedication to sound
responsible financial operations.  Additionally, any financial report is only as good as the accounting and
financial records that supply its supporting data. The Authority’s fiscal services division deserves special
recognition for their dedication, knowledge, perseverance and attention to detail. Lastly, we would like to give a
special thanks to the division directors; the administrative team for its contributions in the preparation of the
CAFR and to our independent auditors, Mauldin and Jenkins, Certified Public Accountants LLC, for their
expertise, professionalism and dedication to ensure our audit was completed efficiently and timely.

Respectfully submitted,

Steven F. Smith Jammie Z. Harden, CGFM
Chief Financial Officer Director, Fiscal Services Division
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AULDIN
& ENKINS

INDEPENDENT AUDITOR'S REPORT

The Members of the
Georgia Environmental Finance Authority
Atlanta, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Georgia Environmental Finance Authority (the “Authority”), a component unit of the
State of Georgia, as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

200 GALLERIA PARKWAY S.E., SUITE 1700 « ATLANTA, GA 30339-5946 ¢ 770-955-8600 * 800-277-0080 « FAX 770-980-4489 « www.mjcpa.com
Members of The American Institute of Certified Public Accountants
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the Georgia
Environmental Finance Authority, as of June 30, 2015, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

As discussed in Notes 8 and 12, the Georgia Environmental Finance Authority implemented
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial Reporting
for Pensions — an amendment of GASB Statement No. 27, as well as Statement No. 71, Pension Transition
for Contributions Made Subsequent to the Measurement Date — an amendment of GASB Statement No. 68,
as of July 1, 2014. These standards significantly changed the accounting for the Authority’s net pension
liability and the related disclosures. Our opinions are not modified with respect to this matter

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, Schedule of Authority’s Proportionate Share of the Net Pension
Liability, and Schedule of Authority’s Contributions on pages 4 through 16, 53 and 54, respectively, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Authority’s basic financial statements. The combining non-major fund financial
statements; the Schedule of Expenditures of Federal Awards, as required by Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations; and the
introductory and statistical sections are presented for purposes of additional analysis and are not a required
part of the basic financial statements.

The combining non-major fund financial statements and the Schedule of Expenditures of Federal
Awards are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining non-major fund financial statements
and the Schedule of Expenditures of Federal Awards are fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 29, 2015 on our consideration of the Authority’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Authority’s internal control over financial reporting and
compliance.

A0 Din £ &,&m e

Atlanta, Georgia
September 29, 2015
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

The management of the Georgia Environmental Finance Authority (the “Authority”) offers this narrative overview
and analysis of the financial activities of the Authority for the fiscal year (FY) ended June 30, 2015. This discussion
and analysis examines in further detail the Authority’s financial performance as a whole. Readers of this report are
also encouraged to review the financial statements and notes to the financial statements to enhance their
understanding of business activities conducted by the Authority.

Financial Highlights
Key financial highlights for the year ended June 30, 2015 include:

= Total assets plus deferred outflows of resources exceeded its liabilities plus deferred inflows of resources
at the close of the fiscal year by $2.1 billion (net position). Of this amount, $2 billion is available to fund
ongoing loan activity of the Authority, its primary business initiative.

= Total long-term liabilities experienced a net decrease of $1,454,463 during the 2015 fiscal year, all within
governmental activities. The decrease was mostly attributable to the changes in the Authority’s
proportionate share of Net Pension Liability.

= The Authority’s total net position increased $111.2 million. The net position in governmental activities
increased by $2.8 million, a significant increase over the prior fiscal year mostly due to an increase
transfers-in to fund activity of governmental funds. The net position of business-type activities increased
$108.4 million, a significant increase over the prior year due to additional contributions from federal and
state authorities.

= Total governmental revenues decreased from 2014 to 2015 by $1.6 million. The decreased revenue is
primarily attributable to a decrease in charges for services, caused by a reduction in closing fee revenues
on executed loan agreements and operating grants and contributions to fund certain energy programs.

= Charges for services within business-type activities experienced a decrease of $2.1 million from the prior
year. This net reduction in charges for services is partially attributable to less revenue recognition due to
significant loan payoffs resulting in reduced principal outstanding during the 2015 year.

The above financial highlights are explained further in the “financial analysis” section of this document.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)
Overview of the Financial Statements

This discussion and analysis section is intended to serve as an introduction to the Authority’s basic financial
statements. The Authority’s financial statements contain three components: government-wide statements, fund
financial statements and notes to the basic financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The Authority’s comprehensive annual financial report includes two government-wide financial statements. These
statements are intended to provide a broad overview of both long-term and short-term information about the
Authority’s overall financial position. Financial reporting at this level uses a financial perspective similar to that
found in the private sector with its basis in accrual accounting and elimination or reclassification of activities
between funds.

The first government-wide statement is the Statement of Net Position, which is the government-wide statement
that presents information that includes all of the Authority’s assets, deferred outflows or resources, liabilities and
deferred inflows of resources, with the difference between these reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the Authority, as a
whole, is improving or deteriorating. Evaluation of the overall fiscal health of the Authority would extend to other
nonfinancial factors such as new or changes in legislation over which the Authority has no direct control, changes
in levels of federal or state funding, or a change in management’s programmatic focus, in addition to the financial
information provided in this report.

The second government-wide statement is the Statement of Activities, which reports how the Authority’s net
position changed during the reported fiscal period. All current year’s revenues and expenses are accounted for
regardless of when cash is received or paid. Thus, revenues and expenses are reported in this statement that will
result in cash flows in future fiscal periods. One important purpose of the statement of activities is to show the
financial reliance of the Authority’s distinct activities or functions on the revenues provided by the state of Georgia
and federal grantors, as well as that on the revenue streams from repayment of loans from our ever-growing
customer base.

Both government-wide financial statements distinguish governmental activities of the Authority that are principally
supported by federal or state appropriated grants from business-type activities that are intended to recover all or a
significant portion of their costs through user fees and charges. Governmental activities include general
administrative operations of the Authority and those costs incurred for expenditure-driven grant programs, such as
those incurred by the Energy Resources Division as well as those costs associated with administering the federal
state revolving loan programs. Business-type activities include all operations of the Authority’s lending programs,
as well as activities associated with its fuel storage tank maintenance program. The government-wide financial
statements are presented on pages 17 and 18 of this report.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)
Fund Financial Statements

A fund is an accounting unit used to maintain control over resources segregated for specific activities or objectives.
The Authority uses funds to ensure and demonstrate compliance with finance-related laws and regulations. Within
the basic financial statements, fund financial statements focus on the Authority’s most significant funds rather than
the Authority as a whole. Major funds are separately reported while all other (nonmajor) funds are combined into a
single, aggregated presentation. Individual fund data for nonmajor funds is provided in the form of combining
statements in a later section of this report.

All of the funds of the Authority can be divided into two categories: governmental funds and proprietary funds.

Governmental funds are reported in the fund financial statements and include the same functions reported as
governmental activities in the government-wide financial statements. However, the focus is different with fund
financial statements providing a varied view of the Authority’s governmental funds. These statements report short-
term fiscal accountability focusing on the use of the spendable resources. They account for items using the
current financial resources measurement focus and the modified accrual basis of accounting which measures cash
and all other financial assets that can readily be converted to cash. They are useful in evaluating annual financing
requirements of governmental programs and the Authority’s ability to commit spendable resources for near-term
expenditures.

Since the government-wide focus includes the long-term view, comparisons between these two outlooks may
provide insight into the long-term impact of short-term spending decisions. For this particular reason, reconciliation
between the governmental activities (shown in the Statement of Net Position and Statement of Activities) and the
governmental funds is provided at the bottom of the fund financial statements.

The Authority maintains ten (10) individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes
in fund balances for the General Fund, Weatherization Assistance Program Fund, Clean Water SRF Administration
Fund, Drinking Water SRF State Program Setasides Fund, Drinking Water SRF Local Assist Setasides Fund and
the Drinking Water SRF Administration Fund, which are considered major funds and are presented on pages 19-
21 of this report. Data from other governmental funds are combined into a single, aggregated presentation.
Individual data for each of these nonmajor governmental funds is provided in the form of combining statements
elsewhere in this report.

Proprietary funds are reported in the fund financial statements and generally report those activities for which the
Authority charges its customers a fee for the use of its financial resources or technical expertise. The Authority’s
proprietary funds are classified as enterprise funds. These enterprise funds essentially are the same as the
business-type activities reported in the government-wide statements but provide more detail and additional
information, such as cash flows associated with these distinct programs.

The Authority maintains seven (7) individual enterprise funds. Information is presented separately in the enterprise
fund statement of net position and in the enterprise fund statement of revenues, expenses, and changes in net
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

position for the Georgia Fund, Georgia Reservoir & Water Supply Fund, Clean Water State Revolving Loan Fund,
Clean Water State Match Revolving Loan Fund, Drinking Water State Revolving Loan Fund, and Drinking Water
State Match Revolving Loan Fund, all of which are considered major funds of the Authority and are presented on
pages 22-24 of this report. Individual fund data for the nonmajor enterprise funds is provided in the form of
combining statements elsewhere in this report.

Notes to the Basic Financial Statements

The accompanying notes to the financial statements provide information necessary for a full understanding of the
government-wide and fund financial statements. The notes to the financial statements begin on page 25 of this report.

Supplementary Information

In addition to the basic financial statements and accompanying note disclosures, this report also presents certain
supplementary information concerning the Authority’s funds. As mentioned previously, the Authority reports major
funds in the basic financial statements. Combining and individual statements and schedules for nonmajor funds are
presented in this section of this report beginning on page 58.

Government-wide Financial Analysis of Authority

Year-to-year financial changes in net position trend information is accumulated on a consistent basis. This information
trend will be observed, analyzed and used to discuss the financial position of the Authority as a whole. Net position
over time may serve as a useful indicator of the Authority’s financial position. Net position of the Authority exceeded
$2 billion in fiscal year 2015 mostly due to an infusion of cash from various funding agencies and additional capital
provided to loan recipients. The following table presents a summary of the Authority’s net position:

Georgia Environmental Finance Authority - Net Position

As of June 30, 2015 and 2014

Primary Government Increase
Governmental activities Business-type activities Total (Decrease)
2015 2014 2015 2014 2015 2014 %
Restated Restated
Current and other assets $ 46,256,784 45,367,647 2,061,070,476 1,952,626,631 2,107,327,260 1,997,994,278 5.5%
Capital assets 124,280 47,955 - 124,280 47,955 159.2%
Total assets 46,381,064 45,415,602 2,061,070,476 1,952,626,631 2,107,451,540 1,998,042,233 5.5%
Deferred Outflows 679,724 507,851 679,724 507,851 33.8%
Long-term liabiliies outstanding 5,061,302 6,515,765 - - 5,061,302 6,515,765 (22.3%)
Other liabilities 1,886,939 3,259,728 271,832 207,828 2,158,771 3,467,556 (37.7%)
Total liabiliies 6,948,241 9,775,493 271,832 207,828 7,220,073 9,983,321 (27.7%)
Deferred Inflows 1,131,869 1,131,869 100.0%
Net position:
Investment in capital assets 124,280 47,955 - - 124,280 47,955 159.2%
Restricted 35,935,637 38,256,141 1,512,084,168 1,446,699,238 1,548,019,805 1,484,955,379 4.2%
Unrestricted 2,920,761 (2,156,136) 548,714,476 505,719,565 551,635,237 503,563,429 9.5%
Total net position $ 38,980,678 36,147,960 2,060,798,644 1,952,418,803 2,099,779,322 1,988,566,763 5.6%
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

The Authority’s investment in capital assets comprises expenditures made for securing computer equipment and
furniture and fixtures. Minimal cash has been expended for the purposes of acquiring capital assets because the
Authority’s primary function is to be a financial conduit on behalf of the State of Georgia and therefore holds few
depreciable assets. These assets are used to enable Authority employees the ability to perfom daily work duties In
support of program services offerred. Thus, the Authority’s investment in capital assets of $124.3 thousand at
fiscal year year-end is not available for future spending.

There was a decrease in restricted net position of the Authority’s governmental activites of approximately $2.3
million.

= Total restricted for grant programs decreased by $475.4 thousand.
= Total retricted for loan programs decreased by $1.8 million.

There was an increase in restricted net position of the Authority’s business-type activities of approximately $65.4
million, a slight increase over 2014’s increase of $63.7 million, which was all held for the use of the Authority’s
federal loan programs.

The following table provides a summary of the changes in net position, with comparative data for the current and
prior fiscal years:

Georgia Environmental Finance Authority - Changes in Net Position

For the Fiscal Year Ended June 30, 2015 and 2014

Primary Government Increase
Governmental activities Business-type activities (Decrease)
2015 2014 2015 2014 2015 2014 %
Restated Restated

Revenues:
Program revenues:

Charges for services $ 1,084,666 1,457,644 34,437,124 36,517,062 35,521,790 37,974,706 (6.5%)

Operating grants and contributions 24,238,637 25,457,573 80,631,169 49,420,407 104,869,806 74,877,980 40.1%
General revenues:

Unrestricted investment earnings 68,853 54,419 - - 68,853 54,419 26.5%

Other income 3,862 12,768 22,369 15,084 26,231 27,852 (5.8%)

Total revenues 25,396,018 26,982,404 115,090,662 85,952,553 140,486,680 112,934,957 24.4%
Expenses (net of indirect costs):
General government 6,599,857 7,170,623 - - 6,599,857 7,170,623 (8.0%)
Water & wastewater 7,074,323 6,914,660 6,561,895 5,392,431 13,636,218 12,307,091 10.8%
Land conservation 61,563 8,665 - - 61,563 8,665 610.5%
Energy & environment 8,069,083 7,368,927 - - 8,069,083 7,368,927 9.5%
Storage tank maintenance - - 528,171 591,401 528,171 591,401 (10.7%)
General and administrative - - 379,229 411,745 379,229 411,745 (7.9% )

Total expenses 21,804,826 21,462,875 7,469,295 6,395,577 29,274,121 27,858,452 5.1%
Increase in net position before transfers 3,591,192 5,519,529 107,621,367 79,556,976 111,212,559 85,076,505 30.7%
Transfers (758,474) (4,549,653) 758,474 4,549,653 - - -
Increase (decrease) in net position 2,832,718 969,876 108,379,841 84,106,629 111,212,559 85,076,505 30.7%
Net position - July 1 36,147,960 40,620,936 1,952,418,803 1,868,312,174 1,988,566,763 1,908,933,110 4.2%
Restatement - (5,442,852) - - - (5,442,852) (100.0% )
Net position - June 30 $ 38,980,678 36,147,960 2,060,798,644 1,952,418,803 2,099,779,322 1,988,566, 763 5.6%
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

Governmental Revenues

Charges for services within governmental activities decreased by approximately 26 percent. These fees are for
administrative costs retained outside of loan programs and are earned based on the value of loans executed
during the fiscal year. For fiscal year 2015, the value of executed projects was less than the value of projects
executed in 2014.

Operating grants and contributions of the Authority decreased by $1.2 million. The majority of this decrease was
experienced within the General Fund. The Authority’s Clean Water State Revolving Fund program’s administrative
funds allowed under expenditure-driven grant provisions were exhausted and the Authority utilized other relevant
funding to cover program cost.

REVENUES - GOVERNMENTAL ACTIVITIES
(IN THOUSANDS)
Operating grants and Unrestricted investment
Charges for Services Contributions Other Income earnings
> > L
0.00
° $1,085 4 369
$5,000.00
$10,000.00
$15,000.00
$20,000.00
$25,000.00 $24,239

Unrestricted investment earnings of $68.9 thousand within governmental activities were reported during the year,
up from $54.4 thousand in 2014. The uptick in investment earmings in governmental activities stems from higher
funds held in investment accounts for the purpose of funding the required match for federal loan projects.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)
Governmental Functional Expenses

Expenses within the general government function were down nearly $571 thousand because of continued
reductions in personnel associated with several retirements and periods of position vacancies in correlation to
these retirements.

EXPENSES AND PROGRAM REVENUES - GOVERNMENTAL ACTIVITIES
(IN THOUSANDS)

$62 Revenues

Expenses

Additionally, there was an increase in the water and wastewater program function expenses of governmental
activities.  This function of the Authority is primarily dependent upon activity associated with pass through
contractors and is driven mostly by related expenses incurred by these contractors. For FY 2015, initiatives of
several programs were expanded thus contributing to this increase.

The land conservation function financed projects and other program expenses totaling $61.6 thousand, increasing
greater than seven times charges of $8.7 thousand in fiscal year 2014.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

The energy program function comprised 37 percent of total governmental activities’ expenses and 28 percent of
the Authority’s total expenses. In fiscal year 2014, these percentages were 35 percent and 27 percent,
respectively.

Business-type Activities: Revenues vs Expenses
Revenues

Total revenue for the business-type activities for the Authority for the current fiscal year were $115.1 million,
increasing $29.1 million over the previous fiscal year total of $86 million. Revenues remained relatively flat for
charges for services on interest received for loans receivable. A decrease of $2.1 million was experienced within
this function. The majority of the positive change in revenues for business-type activities results mostly from
increases in general obligation bond revenue received from the state of Georgia.

REVENUES - BUSINESS-TYPE ACTIVITIES
(IN THOUSANDS)
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

Expenses

Expenses within the Authority’s business-type activites increased during the current fiscal year within water and
wastewater programs. This increase is mainly related to forgiveness and subsidies provided on loans within the
Clean Water SRF Revolving Loan and Drinking Water SRF Revolving Loan Funds.

The storage tank maintenance program had a decrease in expenses of $63.2 thousand or approximately 11
percent due to less activity for projects.

General and administrative expenses reflect those expenses incurred by the Authority to execute its business-type
activities. These expenses decreased slightly from those of the prior year, down by $32.5 thousand, or 8 percent.
This decrease is primarily due to one-time refunds provided to customers in 2014 that did not occur in 2015.

The above details are illustrated in the graph below:

EXPENSES AND PROGRAM REVENUES - BUSINESS-TYPEACTIVITIES

(IN THOUSANDS)
Revenues

Expenses
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)
Financial Analysis of the Authority’s Funds

Governmental Funds

As noted earlier, the focus of the Authority’s governmental funds is to provide information on short-term inflows and
outflows of spendable resources. This information is useful in assessing reserves available at the end of the year
in comparison to upcoming financing requirements. Governmental funds reported ending fund balances of $44.4
million in fiscal year 2015, compared to $42.1 million in fiscal year 2014. Of these year-end totals, $8.4 million for
fiscal year 2015 and $3.9 million in 2014 was unassigned and available for continued financing by the Authority.

The total ending fund balances of governmental funds show an increase of $2.3 million, compared to the increase
experienced in fiscal year 2014 of $1.1 million. This change is primarily due to increased funding transferred in
from proprietry funds to support operational costs.

Major Governmental Funds

The General Fund is the Authority’s primary operating fund and the source of daily administrative operations. The
General Fund's fund balance increased by $4.7 million in fiscal year 2014 as compared to the $517.4 thousand
increase from the previous year. The portion of fund balance obligated in the General Fund at year-end was $5.1
million, up from $4.9 million in fiscal year 2014. The majority of these increases can be attributed to decreased
activity levels in match-related expenditures for the federal loan programs.

The General Fund’s ending unassigned portion of fund balance of $8.4 million represents the equivalent of greater
than 100 percent of its current year's expenditures. The Authority’s overall cash flow within the General Fund is
generally consistent with increased activity occurring at quarter's end. The Authority relies very little on the
unassigned portion of fund balance because administrative expenditures of the Authority are satisfied by either
direct grants or contracts from federal and state sources or transfers from repayments streams of other funds that
could statutorily satisfy administrative costs of the Authority. The Clean Water State Revolving Administration
Fund, Drinking Water State Revolving Adminstrative Fund and the Georgia Fund are the Authority’s resources to
cover administrative expenditures incurred within certain programs which are not directly funded by a dedicated
revenue source or financing contract or grant.

The Weatherization Assistance Program Fund serves as a special revenue fund to provide federal grant funds to
local governments and nonprofit organizations throughout the state of Georgia in an effort to assist low income
households achieve energy efficiencies in their homes. Revenues and expenditures typically net to zero as the
funding is expenditure-driven and thus no fund balance had been reported for previous fiscal years. In prior years,
the Authority recognized $1.7 thousand in program income from the sale of a vehicle returned to the program and
that amount has been restricted to fund additional expenditures for the program since. During the year, the
Authority used $404.3 thousand of its internal energy investment funds to supplant charges not reimbursable by
one of the division’s funders. Total expenditures reported within this fund were $7.7 million.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

The Clean Water State Revolving Administration Fund is a special revenue fund to report operations for revenues
received for the ongoing administrative efforts of the Clean Water State Revolving Loan Fund. These funds are
used to support general operations of the Authority and are received primarily from loan receipients, rather than a
direct contribution from federal or state governments.  Another source of income within this fund is income
received from investments. The reported fund balance within this fund was $22.7 million and is restricted for use.
Total expenditures for this fund were $432.8 thousand. Another $1.7 million was transferred to the General Fund
to support general administrative charges of the Authority associated with its federal Clean Water State Revolving
Loan Fund program.

The Drinking Water SRF State Program Setasides Fund serves as a special revenue fund for programs providing
federal grant funds for various drinking water projects for the state’s public water supervision program. The
Authority reported $1.8 million in expenditure-driven grant funds, for which revenue and expenditure activity
typically nets to zero, and therefore no fund balance has been reported for fiscal year 2015.

The Drinking Water SRF Local Assist Setasides Fund serves as a special revenue fund for programs providing
federal grant funds for various drinking water projects for technical assistance to public water systems for capacity
development purposes. The Authority reported $2.5 million in expenditure-driven grant funds, for which revenue
and expenditure activity typically nets to zero, and therefore no fund balance has been reported for fiscal year
2015.

The Drinking Water State Revolving Administration Fund is a special revenue fund to report operations for
revenues received for the ongoing administrative efforts of the Drinking Water State Revolving Loan Fund. These
funds are used to support general operations of the Authority and are received primarily from loan receipients,
rather than a direct contribution from federal or state governments. Another source of income within this fund is
income received from investments. The reported fund balance within this fund was $3.8 million and is restricted for
use. Total expenditures for this fund were $515.2 thousand. Another $385.2 thousand was transferred to the
General Fund to support general administrative charges of the Authority associated with its federal Drinking Water
State Revolving Loan Fund program.

The Proprietary Funds

The proprietary funds’ statements share the same focus as the government-wide statements, reporting both short-
term and long-term information about financial status. Each of the fund statements gives detailed information
about the fund’s financial condition. The viability of the Authority’s loan and fuel storage tank maintenance
programs is evident by this year-end’s changes in net position detailed below.

The Authority’s proprietary funds report the activities of the loan and fuel storage tank maintenance programs. The
net position of the proprietary funds increased $108.4 million from business operations. The total interest income
from loans for proprietary funds with a lending component for 2015 was $32.9 million, an 8 percent decrease from
the previous year. The decrease is mostly attributed to large early payoffs received which shorten the interest
earnings periods on loans with later maturities. Offsetting this interest revenue reduction to net position were
increases in contributions from federal and state sources as previously mentioned.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)

The fuel storage tank maintenance program had total revenues of approximately $1 million partially from fees
charged customers for the maintenance of state-owned equipment. The Authority has not adjusted fee rates for
this program in approximately three years and therefore collections have remained relatively constant.

Net position of the Authority’s proprietary funds for federal programs are restricted for their respective purposes
and are recycled into resources available to fund their core missions. Net position of the Authority’s proprietary
funds for state programs are typically unrestricted and can be used for the purposes they are held for, as
authorized through current legislation, and recycled into resources available to fund their core missions.

Budgetary Information

The Authority does not have a budget directly approved by citizens of the State of Georgia. Instead, its
appropriation is included in the State of Georgia’s budget as a line item request within the Georgia Department of
Community Affairs budget under the Authority’s enabling legislation. However, the Authority’s management does
utilize a budget for its General Fund to be used for financial analysis purposes throughout the year.

Capital Assets and Debt Administration
Capital Assets

The Authority’s investment in capital assets for its governmental activities as of June 30, 2015 amounts to $124.3
thousand (net of accumulated depreciation). This investment in capital assets includes equipment, furniture and
fixtures. As of the close of the fiscal year, the Authority had no investment in capital assets of business-type
activities because those activities are dedicated to the financing of loan and certain grant or subsidized projects
and hold no depreciable assets. Additional information regarding the Authority’s capital assets can be found in
Note 7, page 41.

Long-term Debt

As of June 30, 2015, the Authority had a total of $5.1 million in outstanding long-term liabilities, a decrease of
approximately $1.5 million. Of this amount, approximately $119.7 thousand is due within one year.

Georgia Environmental Finance Authority

Long-term Debt Obligations
For the Fiscal Year Ended June 30, 2015

Balance at

June 30, Percentage Due Within
Govemmental Activiies 2015 of Total One Year
Compensated absences $ 478,872 9% $ 119718
Net pension liability 4,582,430 91% —
Governmental long-term liabiliies § 5061302 S 119718

Additional information regarding the Authority’s long-term debt can be found in Note 5, pages 37-39 and Note 8,
pages 41-46.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Management’s Discussion and Analysis

(Unaudited)
Requests for Information

This financial report is designed to provide a general overview of the Authority’s finances, comply with finance-
related laws and regulations, and demonstrate the Authority’s commitment to public accountability to all parties
with an interest in its financial activities. Questions concerning any of the information provided in this report or
requests for additional information should be addressed to: Georgia Environmental Finance Authority, Director,
Fiscal Services Division, 233 Peachtree Street, NE, Harris Tower, Suite 900, Atlanta, Georgia 30303-1506.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Statement of Net Position

June 30, 2015

Primary Government Component Unit
Governmental Business-type Ga. Environ.
Assets activities activities Total Loan Acq. Corp.
Cash 3,062,688 26,718,407 29,781,095 49,488,592
Cash with fiscal agent — — — 9,744,389
Investments 35,207,212 838,172,681 873,379,893 —
Due from contractors 546,323 — 546,323 —
Due from other governments 2,711,105 709,546 3,420,651 —
Internal balances 4,729,192 (4,729,192) — —
Accrued interest receivable — 3,026,501 3,026,501 406,538
Loans receivable — 1,197,172,533 1,197,172,533 112,482,269
Other assets 264 — 264 —
Capital assets, net of accumulated
depreciation 124,280 — 124,280 —
Total assets 46,381,064 2,061,070,476 2,107,451,540 172,121,788
Deferred Outflows of Resources
Related to pensions 679,724 — 679,724 —
Liabilities
Accounts payable and accrued liabilities 1,869,729 271,207 2,140,936 11,867
Accrued payroll 17,210 — 17,210 —
Due to other governments — 625 625 —
Accrued interest payable — — — 555,180
Compensated absences, current 119,718 — 119,718 —
Securitization bonds payable, current — — — 26,465,000
Long-term liabilities:
Compensated absences, net of current portion 359,154 — 359,154 —
Net pension liability 4,582,430 — 4,582,430 —
Securitization bonds payable, net of current portion
and unamortized bond discount — — — 64,998,846
Total liabilities 6,948,241 271,832 7,220,073 92,030,893
Deferred Inflows of Resources
Related to pensions 1,131,869 — 1,131,869 —
Net Position
Net Investments in capital assets 124,280 — 124,280 —
Restricted for:
Debt service — — — 80,090,895
Grant programs 4,432,508 — 4,432,508 —
Loan programs 31,503,129 1,512,084,168 1,543,587,297 —
Unrestricted 2,920,761 548,714,476 551,635,237 —
Total net position 38,980,678 2,060,798,644 2,099,779,322 80,090,895
See accompanying notes to basic financial statements.
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GEORGIA ENVIRONMENTAL FINANCE AUTHORITY
(A Component Unit of the State of Georgia)

Notes to Basic Financial Statements

June 30, 2015

(1) Summary of Significant Accounting Policies
(a) Organization

The Georgia Environmental Finance Authority (the “Authority”) was created by an Act of the State of
Georgia (the “State”) in 1986 as the successor agency to the Georgia Development Authority
Environmental Facilities Program. The primary mission of the Authority is to provide funding to eligible
municipalities, counties, water and sewer authorities, and solid waste authorities in the state for
construction and expansion of public water, sewer, and solid waste facilities.

The Governor of the State of Georgia appoints eight members of the Authority’s Board and three
ex-officio members are designated by the Authority’s enabling legislation. Due to the extent of its fiscal
dependency on the State, the Authority is considered a component unit of the State.

The Authority has control over the Division of Energy Resources (the “DOER”), which provides
administration for statewide energy conservation programs including weatherization of homes for low
income citizens and retrofitting of HVAC systems for schools and other state facilities.

Additionally, the Authority has control over the Clean Water and Drinking Water State Revolving Loan
Fund (the “SRF”), which was previously administered by the Georgia Environmental Protection
Division (the “EPD”). EPD retained compliance responsibility for capitalization grants issued by the
United States Environmental Protection Agency (the “EPA”) applicable to Federal fiscal years 1988-
1993 until such grants were fully expended. The Authority is the recipient of and is responsible for the
administration of capitalization grants applicable to Federal fiscal years 1994 and beyond. The
Authority and EPD have signed a reciprocal agreement concerning technical and financial
administration of the SRF. This agreement places ownership of the fund with the Authority in
accordance with Sections 12-5-38.1 and 50-23-5 of the Official Code of Georgia Annotated (the
‘OCGA”). As a result, the full amount of assets, liabilities, and net position of the fund are included in
the financial statements of the Authority in the Clean Water SRF and in the Drinking Water SRF.

The SRF was initially established for the purpose of making loans to local governments for
construction of publicly owned wastewater treatment facilities and was funded through capitalization
grants from EPA under the authority of the Clean Water Act. In 1996, the U.S. Congress passed the
Safe Drinking Water Act and added a Drinking Water SRF program. The program was established for
the purpose of making loans to local governments for construction of publicly owned water supply
facilities and is funded through capitalization grants from the EPA under the authority of the Safe
Drinking Water Act. To receive capitalization grants from both of these programs, a recipient state
must agree to provide state funds for qualifying projects equal to 20% of the capitalization grant
amount. In order to provide the matching requirement for the Clean Water SRF program, the Authority
has dedicated qualifying loans from its existing state funded loan portfolio and certain interest earnings
on loan repayments and transferred these loans and interest earnings to the SRF. In some instances,
the matching requirement is met by amounts appropriated, and paid, by the state, the Authority’s
current method for meeting the 20% match requirement. The results of these transactions are
displayed on the financial statements of the major enterprise funds — the Clean Water State Revolving
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Loan Fund, the Clean Water State Match Revolving Loan Fund, the Drinking Water State Revolving
Loan Fund and the Drinking Water State Match Revolving Loan Fund.

Effective July 1, 1995, the Fuel Storage Tank Management Group (the “FST”) formerly part of the EPD
was brought under the control of the Authority. This unit is engaged in the disposal and/or remediation
of state owned fuel tanks to mandated EPA standards. Therefore, local governments do not benefit
directly from this program. Pursuant to the bond issuance from which the proceeds to fund FST
remediation efforts were derived, the Authority is not authorized to receive and expend bond funds for
the program. Thus, the Authority has entered into an agreement with the Georgia State Financing and
Investment Commission (the “GSFIC”) and the Georgia Building Authority (the “GBA”) to act as agents
to receive and expend funds under this program. However, the Authority administers this program and
determines fund recipients. GSFIC and GBA only act as receiving and paying agents. Therefore, the
only activity reflected on the Authority’s books is for the cost of the operation of the unit. FST bond
funds received by GSFIC and expended by GBA were not accounted for on the Authority’s books prior
to fiscal year 2009. Effective fiscal year 2009, the Authority began reporting activity of the FST and
that activity is reflected in the nonmajor enterprise fund — Storage Tank Maintenance Fund.

In 2010, the Authority’s governing legislation was amended to provide for the creation of subsidiary
corporations to carry out any of its corporate purposes and to permit it to transfer to the State of
Georgia any funds not needed for its corporate purposes. In July 2010, the Authority created the
Georgia Environmental Loan Acquisition Corporation (the “Corporation”) as a subsidiary organization
pursuant to such provisions of law for the purpose of acquiring a portion of the Authority’s loan
portfolio and issuing bonds secured by the acquired loans to finance their purchase.

Reporting Entity — Component units are legally separate organizations for which the State’s or
Authority’s elected or appointed officials are financially accountable. In accordance with criteria in
GASB Statements Nos. 14, 39 and 61, the Authority qualifies for treatment as a component unit of the
State of Georgia; therefore, the Authority’s financial statements are included in the State of Georgia’s
combined financial statements as a discretely presented component unit.

Discretely Presented Component Unit

Financial accountability is the ability of the Authority to appoint a voting majority of an organization’s
governing board and to impose its will upon the organization or when there exists the potential for the
organization to provide specific financial benefits or impose specific financial burdens on the primary
government. When the Authority does not appoint a voting majority of organization’s governing body,
GASB standards require inclusion in the financial reporting entity if an organization is fiscally
dependent upon the Authority, its resources are held for the direct benefit of the Authority or can be
accessed by the Authority, and a potential financial benefit or burden relationship exists or the
relationship is such that it would be misleading to exclude it. In accordance with GASB Statements No.
14 and 61, the Corporation qualifies for treatment as a component unit because it is a legally separate,
tax-exempt organization, the majority of whose board is appointed by the Authority, for which the
Authority can impose its will on the Corporation by virtue of having the same management personnel,
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and whose economic resources are directly accessible by the Authority. As such, the Authority
presents within these statements the Corporation as a discretely presented component unit.

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net
Position of the Corporation are reported discretely in the Authority’s financial statements as required
by government accounting standards. Complete separate financial statements for the Corporation
may be obtained at Director, Fiscal Services Division, 233 Peachtree Street, NE, Harris Tower, Suite
900, Atlanta, GA 30303-1506.

(b) Government-Wide and Fund Financial Statements

(c)

The Authority presents government-wide financial statements which are prepared using the accrual
basis of accounting and the economic resources measurement focus. Government-wide financial
statements (i.e. the statement of net position and the statement of activities) do not provide
information by fund, but distinguish between the Authority’s governmental activities and business type
activities. Significantly, the statement of net position includes noncurrent assets and liabilities and the
government-wide statement of activities reflects depreciation expenses on the Authority’s capital
assets and changes in long-term liabilities. Also, for the most part, the effect of the interfund activity is
removed from these statements. Net position in the statement of net position is distinguished between
amounts invested in capital assets (net of any related debt), amounts that are restricted for use by
third parties or outside requirements, and amounts that are unrestricted.

The statement of activities demonstrates the degree to which direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers who purchase, use,
or benefit from the services provided by a given function or segment and 2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function or
segment, and 3) interest income that is restricted for use on a particular function or segment.
Unrestricted interest income and other items not properly included among program revenues are
reported as general revenues.

In addition to the government-wide financial statements, the Authority has prepared separate financial
statements for governmental funds and proprietary funds. Governmental fund financial statements use
the modified accrual basis of accounting and the current financial resources measurement focus and
proprietary fund financial statements use the accrual basis of accounting and the economic resources
measurement focus.

Measurement Focus, Basis of Accounting, and
Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Grants and similar items are recognized as revenue as soon as all
eligibility requirements have been met.
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Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are considered measurable and available. Revenues are considered available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the Authority considers revenues to be available if they are collected within 60 days
of the end of the current fiscal year. An exception to this rule is administrative fees received on loans
which are paid within one year of the initial construction loan contract, and as a result, those revenues
are considered available to pay the related costs in establishing the loan if collected within one year of
the current fiscal period. Expenditures generally are recorded when a liability is incurred, as under
usual accrual accounting. Entitlements and shared revenues are recorded at the time of receipt or
earlier if the susceptible to accrual criteria are met. Expenditure-driven grants are recognized as
revenue when the qualifying expenditures have been incurred and all other grant certifications and
requirements have been met.

The Authority reports the following major governmental funds:

General Fund — The General Fund is the general operating fund of the Authority. It is used to
account for all financial resources except those required to be accounted for in another fund.

Weatherization Assistance Program Fund — This fund is used t